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Headline Group Limited and Controlled Entities

CHAIRMAN’S REPORT

On behalf of the Board, | am pleased to presenty#as's Financial Report.

The Headline Group (“HLD”) Board has announced &eraéx loss of $1.56 million for the 2008/09 ydardoing so, HLD
marks the end of the restructuring process thatemasarked upon at Skansen in Q1 of this year thatnecessary to achieve the
objectives of the Board; i.e., a return to profiipiand readiness for a merger transaction.

Skansen — which prior to the recently announcedstient into Kids Central and Mothercare Austraka WLD’s only operating
subsidiary — has come out of the restructuring ggsceady to be being merged into the Kids Centadlibtcare Company and
has generated positive EBIT contributions in botly dnd August 2009.

While the net operating loss is greater than thétipated earlier in the year, it was affectedmhaby specific exogenous factors:
- Unrealized foreign exchange losses of $0.27 miliesulting from coverage taken at $0.68 USD/AUD mwitee USD
dropped to levels as low as $0.61
- A write down of $0.20 million on the remaining peapy in Lisarow, NSW which reflects the softnessha commercial
property market
- Restructuring costs of $0.36 million in redundanieg atock write downs in the product categories liza® been exited

In addition to the impact of the restructuring spsteaker than expected sales and margin perfoeriarmore brands over the
second half of the year did contribute to a Skansting loss of $0.27 million. As mentioned abawés trend in negative
profitability has been reversed with positive EB@irg reported by Skansen in both the July and Augasiths of this new
financial year. As described above, the objectivihe restructuring was to ready the company foreager by removing the costs
associated with a complex product offer, focusesdburces on the core income generating Beanielifasl, and consequently
return the Skansen business to profitability onoatily basis. These objectives have been achiddrnal to the trading loss
there was a further investment of $0.20 milliooiine business development costs associated wgheding the BK website.
The BK online content has become an integral pattt@fproduct being purchased by Beanie Kid collecémd the Board view
our top rating website as a valuable asset thategult in downstream returns as we focus on b@up dominant player in the
children’s market segment.

At the HLD level it should be noted that due dilige costs were incurred in May and June 2009 aopaecuring the
Mothercare and Kids Central growth opportunity.

e Trading
As previously reported, the Skansen’s core Beanis Kollectable business remains relatively straegpide the global
financial crisis affecting consumers’ sentimentd aanfidence. While some sales declines were expesid in Beanie Kid
related categories and margin suffered due to Atédtc, the renewed focus on in-store marketingnaeicthandising
support at our 700+ distribution points has beenntiain driver of the return to profitability of tleere brands in July and
August of this year.

To augment the in-store marketing activity, refeeewas made above to the ongoing commitment beadgrto develop the
BK online property. With over 150,000 unique monthisitors, the BK website is ranked number 2 in Alustralian
children’s lifestyle category for time spent oresiind for page impressions received per visit. stagstics indicate the extent
to which the online content and forum has becomesagntial part of the BK collectable program, al agethe extent to
which an online entertainment asset is being built.

. New business

On 24" August 2009, HLD announced the exciting transactiith Kids Central andMothercare Australia that positions
Headline with real opportunity for significant griwin both revenue and earnings. Looking forwatiD is expecting
Skansen'’s positive trend in earnings to continuth the impact of the Mothercare launch expecteldetdelt towards the end
of the second half of this financial year.

¢ Dividends

Although Headline is holding cash reserves, the Gomyis unable to pay dividends until it returngtofitability.
Headline currently has franking credits of $3 roiflienabling the payment of fully franked dividerd$7 million.

The total income tax losses available to the Gramegpworth $14.0 million which are subject to ‘coniity of ownership’
testing.
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CHAIRMAN’S REPORT

Summary

The future looks exciting, with a healthy Skansembining with Kids Central and Mothercare, providangenviable platform for
Headline Group to grow. Cash and equivalents aJaifalo investments was maintained at the $10 nmll@vel with reductions in
working capital from the product categories exitedtributing to restructuring costs. The Board'su®now moves to the
successful merger of the businesses and the aaiseldaunch of Mothercare Australia, a businesswerthat we look forward to
presenting to you shortly.

The Board would like to take this opportunity tortk@mployees for their hard work and commitmendl aar shareholders for
their continuing support.

Regards,

Gordon Elkington
Executive Chairman
30 September 2009
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Headline Group Limited and Controlled Entities

DIRECTORS’ REPORT

Your directors submit their report on the consdkdeentity (‘the Group’) consisting of Headline @poLimited and the entities it
controlled at the end of, or during, the year engi@dune 2009.

DIRECTORS

The names of the directors of Headline Group Lith{tthe Company’) in office during the year and utite date of this report
unless otherwise stated are:

Gordon Elkington (Executive Chairman)

Gordon Elkington was appointed to the Board on 31okEr 2004. Gordon has over 30 years experiendderretail and
manufacturing sectors. From 1999 to 2003 Gordonthadvianaging Director of Sabco Limited. From 19841999 he was the
Managing Director of Willow Sales Management. Hesvgaeviously a director of Davis Plastics, priorit® acquisition by the
Willow Group.

Directorship of public listed companies for the past three years: Nil

Brent Dennison (Managing Director)

Brent Dennison was appointed to the Board on 212008. Brent has recently returned to Australia afierking in the

European private equity industry for the last 6rgemmediately prior to returning, Brent executed ananaged a successful buy-
and-build investment in Italy in conjunction withet Dutch fund, Favonius Ventures. Before workindw#aivonius, Brent was a
director with Citigroup in NY evaluating small to diam sized financial services investment opportesiof strategic interest to
the bank. Prior to Citigroup, Brent led two entrepnanmal ventures, a UK-based software businessahatsold to a German ERP
player, and the launch of Turkey’s first managenoemisulting practise in the mid-1990s. Before emipgrkn his entrepreneurial
pursuits, Brent was a strategy consultant with thet@oConsulting Group in Melbourne and New York.

Directorship of public listed companies for the past three years: Nil

George Choo (Executive Director & Chief Financial Offér)

George Choo was appointed to the Board on 10 Jun8.20Beorge has 30 years commercial experience ih bot
management and financial accounting. He has heldceraums senior positions both in Australia and overger to joining
Headline Group as the Chief Financial Officer. Geosgal$o a member of the audit committee and aniaddltCompany
Secretary of Headline Group.

George holds qualifications in Business Studies rnrgjoin Accounting and Graduate-Diploma in Electroiata
Processing (EDP).

Directorship of public listed companies for the past three years: Nil
FORMER DIRECTORS

John Fox (Chairman)
John Fox was appointed to the Board on 16 April 280d as Chairman on 18 June 2007. He resigned asm@maand Director
on 21 July 2008 and the Board wish to thank hinhfervaluable contribution to the Group over the ta® years.

Roger Montgomery (Non-executive)
Roger Montgomery was appointed to the Board on 212008. He resigned as a Director on 20 May 20@Ptha Board wish to
thank him for his valuable contribution to the Goawver the last one year.

COMPANY SECRETARY

lan Gordon

lan Gordon was appointed Company Secretary on 9%@c007. lan has been a Fellow of The Institut€rdrtered Accountants
in Australia since 1977, and has practised as at€edrAccountant in Sydney since 1974 as a painridcBurney & Partners.
He has had previous experience acting as Compamgt8ecfor Neverfail Springwater Limited from itsitial ASX listing until
taken over by Coca-Cola Amatil Limited, and is resgiole in his accounting practice for corporate stuial services for a
diverse range of unlisted companies.

George Choo

George Choo, Executive Director & Chief Financiali€df, was appointed as an additional Company Segreta22 August
2008.
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Headline Group Limited and Controlled Entities

DIRECTORS’ REPORT

Interests in the shares and options of the Compargnd related bodies corporate

As at the date of this report, the interests ofdinectors in the shares and options of the Compaarg:

Ordinary Options over
shares ordinary
fully paid shares
G Elkington 7,809,846 -
Brent Dennison 13,959,154 -
G Choo 82,567 -

CORPORATE STRUCTURE
Headline Group Limited (ACN 060 199 082) is a compkmited by shares that is incorporated and dadetcin Australia.
Headline Group Limited has prepared a consolidfuteahcial report incorporating the entities thatdintrolled during the
financial year. All subsidiaries are 100% owned eochiciled in Australia except where indicated.

Headline Group Limited

Skansen Pty Limited

A.C.N. 000 950 649 Pty Limited Formerly Reko Pty Limited

DoDo Holdings Pty Limited

BK World Pty Limited

Skansen Giftware (UK) Limited (domiciled in the Unied Kingdom)

De-registered during the year:
Mastertech Pty Limited
RPA Plastics Pty Limited ( Formerly HomeLeisure Howares Pty Limited )

XTen Innovations Pty Limited
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DIRECTORS’ REPORT

REGISTERED OFFICE
Level 10

68 Pitt Street

Sydney NSW 2000

NATURE OF OPERATION AND PRINCIPAL ACTIVITIES
The principal activities during the year within tBeoup were the import and distribution of giftwgm@ducts.

EMPLOYEES

The Group employed 28 employees as at 30 June (2008: 42).
DIVIDENDS

No dividends have been declared or paid durinditfaacial year.

REVIEW OF OPERATIONS

For the year ended 30 June 2009, the Group ach&wed loss before tax of $1.88 million and a peslafter tax of $1.56 million.
This is not comparable to the 30 June 2008 nettefsre tax of $1.06 million because for the pegoded 30 June 2008, it was a
6-month period.

The result is in line with our expectations aftez hvave decided to exit product categories whicluireqcomplex and costly
infrastructure requirements and those underperfaggmroduct categories . The major factors impadtiregresult included:

* Consumers are winding back sharply in responsegtoeehiunemployment, financial turmoil and a softgrtimusing sector.
* .Website development expenses of $210,000.

¢ Skansen’s restructuring costs including redundanzi€360,000.

¢ One off write down in the carrying value of the @ning property at Lisarow, NSW , of $198,000.

¢ Unrealized losses on outstanding forward coverrectg of $272,000.
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Headline Group Limited and Controlled Entities

DIRECTORS’ REPORT

SHAREHOLDER RETURNS

The figures in the table are not all sourced framited accounts as they reflect a combination dfted and internal management
information. Accordingly the figures should only bged as a guide to trends to business performance.

6-Month
Year

2009 2008 2007 2006 2005
Revenues from ordinary activities ($'000) 11,588 66,9 21,569 57,329 72,383
Return on sales (EBITDA)/Revenue (14.5)% (17.4)% )68.7 8.6% 9.7%
NTA (cents per share) 11.7 13.0 13.9 17.4 11.0
Basic EPS (cents per share) (1.3) (0.9) (2.3) 3.0 7 2.
Dividends paid during the year (cents per share) - - 15 2.0 2.25
Closing share price (cents per share) 12.0 155 15.0 23.0 195
Shares on issue ('000) 119,690 119,690 120,046 1132, 121,111

COMPANY PERFORMANCE
The above table shows the performance of the Gowapthe last five periods.

REVIEW OF FINANCIAL CONDITION
Capital Structure

No new shares were issued in 2009. No shares w&wned under the Dividend Reinvestment Plan followlregsuspension of the
plan on 28 March 2006. The plan remains suspendgidfurther notice.

Cash from Operations

Net cash flows from operations for the year end@di@ne 2009 was ($0.69) million as compared to5@O0million in the 6
months to 30 June 2008. This year's cash flowsugedl proceeds from previous year's sale of busiaedsassets.

Liquidity and Funding
The Group has no bank facility and is debt freel(gkng leases and credit cards) as at 30 June. 2009
Cash on hand as at 30 June 2009 was $9.6 millidd8(2@.2 million).

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
There are no significant changes in the statefafrafof the Group during the financial year.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

In the opinion of the Directors, it would prejudite interests of the Group to include addition&imation, except as reported in
this Directors report and the annual report, whiadhted to likely developments in the operationthefconsolidated entity and the
expected results of those operations in finan@ailopls subsequent to 30 June 2009.
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Headline Group Limited and Controlled Entities

DIRECTORS’ REPORT

EVENTS SUBSEQUENT TO REPORTING DATE

Effective on 20 August 2009 the Company entered @ntmusiness combination whereby it acquired 67%hefissued capital in
Skansen KCG Pty Limited (“Skansen KCG”). Skansen KE& mewly formed company set up to acquire the Bedials business
of the Company and the Kids Central/Early Learningtféebusiness which is a leading retailer in theeRts and children’s
fashion and toys retail segment.

The acquisition involves:

1)

2)

3)

4)

Skansen Pty Limited (“Skansen”) the wholly ownettsidiary of the Company and operator of the Beanas Kiusiness
selling the Beanie Kids assets and business farahdonsideration of $4.5 million, which is to batisfied by issue of 4.5
million shares in Skansen KCG Pty Limited to Skanse

Get to Know Pty Limited, The Kids Department Stdtty Limited, Early Learning Centre (Australia) PtydL Early
Learning Centre (Systems) Pty Limited, Michael Lesdamp Media Pty Limited and Early Learning Centrenited (New
Zealand) (collectively known as the “KDS Group” “®fendors”), the vendors of the Kids Central /EdtBarning Centre
business selling the Kids Central/Early Learning @eatsets and business for a total consideratiéd.abmillion, which
is to be satisfied by the issue of 1.65 millionrelseat $1 each in Skansen KCG and the issue of§iflidn in redeemable
convertible notes. Each convertible note is corivierat the option of the note holder into one sharSkansen KCG and
carries an interest rate of Westpac variable harap fate plus 3%. The notes will be secured by afdixed and floating
charge over all the assets of the Company.

Headline Group Limited to subscribe for $4.0 mitli;m redeemable convertible notes in Skansen KC®. Gonvertible
notes will carry a coupon rate of Westpac varidiene loan rate plus 3% and are convertible into sirage in Skansen
KCG at the option of Headline Group Ltd. Any intéreststanding on the Convertible note may be coedeirito 50%
equity and the balance satisfied in cash. The neitebe secured by way of fixed and floating chayer the assets of the
Company and rank ahead of the convertible notesdssuKDS Group above.

Both Headline Group Limited and the KDS Group reeean option to invest a further $3 million and $illiom
respectively on the same terms as the original exiinle notes.

Completion of the transaction is subject to certmimpletion conditions. The ultimate fair value et identifiable assets acquired
and resulting goodwill /intangible assets by Skarl$é€G are not able to be determined at the dathisfstatement as completion
adjustments are yet to be finalised.

Apart from the matter above, no other matters mruonstances have arisen since the end of year vgigelificantly affected the
operations of the consolidated entity, the resufithose operations or the state of affairs ofdbesolidated entity in the financial
year subsequent to 30 June 2009.

ENVIRONMENTAL REGULATION AND PERFORMANCE
The Group complies with all environmental regulatio

SHARE OPTIONS AND SHAREHOLDINGS
During the year, no options were granted to exeeatand employees.

As at the date of this report, there were no ureidsardinary shares under options. Refer to notef #3edinancial statements for
further details of expired options during the year.

Refer to note 25 for shareholdings and option hgssliof directors and key management personnel.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

During or since the financial year, the Group haisl ppremiums in respect of a contract insuringfthe directors and certain
officers of Headline Group Limited against costsuimed in defending proceedings for conduct invadvi

(a) a wilful breach of duty; or
(b) a contravention of sections 182 or 183 of thep@mtions Act 2001, as permitted by section 199BefCorporations Act

2001.

The Group is bound by a confidentiality clauseténimsurance policy not to disclose the insuramrgract premiums.
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Headline Group Limited and Controlled Entities

DIRECTORS’ REPORT

REMUNERATION REPORT (AUDITED)

This report outlines the remuneration arrangemianpéace for directors and executives of the Comparny the Group.
A) PRINCIPLES USED TO DETERMINE THE NATURE AND AMOUNT OF REMUNERA TION
Remuneration Philosophy

The performance of the Group depends upon the tyuafliits directors and executives. To prosper, @reup must attract,
motivate and retain highly skilled directors an@@xtives.

To this end, the Group embodies the following gptes in its remuneration framework:

* Provide competitive rewards to attract high cali&xecutives;
« Establish appropriate performance hurdles in i@fatd variable executive remuneration; and
» A portion of executive remuneration “at risk” depent upon meeting pre-determined performance beadzn

Responsibility

The Board is responsible for determining and revigngompensation arrangements for the directorsimigueaging director and
the executive team. The Board assesses the ajgiemss of the nature and amount of emolumergsdlf officers on a periodic
basis by reference to relevant employment marketliions with the overall objective of ensuring rimaxm stakeholder benefit
from the retention of a high quality Board and exseuteam.

To assist in achieving these objectives, the Baaid lthe nature and amount of executive directansl officers’ emoluments to
the Company’s financial performance.

Remuneration Structure
In accordance with best practice corporate govemahe structure of non-executive director andoseananagement
remuneration is separate and distinct.

Non-Executive Director Remuneration

Objective

The Board seeks to set aggregate remuneratioresebwhich provides the Group with the ability toract and retain directors of
a high calibre, whilst incurring a cost which iseptable to shareholders.

Structure

The constitution of the Company and the ASX Listitiges specify that the aggregate of non-executirecttirs shall be
determined from time to time by a general meethkigamount not exceeding the amount determineceis thvided between the
directors as agreed. The latest determination wimeainnual General Meeting held on 29 July 2002rvshareholders approved
an aggregate remuneration of $250,000 per year.

The amount of aggregate remuneration sought tppmaed by shareholders and the manner in whishaipportioned amongst
directors is reviewed annually. The Board consideh&gn needed, advice from external consultantsefisas fees paid to non-
executive directors of comparable companies wheleraking the annual review process. This revievegss does not
necessarily mean a fee increase is sought fromekeannual general meeting. Each director receivieg for being a director of
the Company. No additional fee is paid for sittingaoboard committee. However a director may, atéheest from the Board,
undertake additional consulting work, which will in&oiced in addition to normal director’s fees.MNexecutive directors do not
receive performance related remuneration.

Senior Management And Executive Director Remunematio

Objective

The Group aims to reward executives with a level mix of remuneration commensurate with their posiand responsibilities

within the Group and so as to:

* Reward executives for the Group, business unit adididual performance against targets set by rafe¥¢o appropriate
benchmarks;

« Align the interests of executives with those ofrshalders;

« Link reward with the strategic goals and perforneatthe Company; and

« Ensure total remuneration is competitive by maskahdards.

Structure

Remuneration consists of the two key elements:

* Fixed remuneration; and

e Variable remuneration

The proportion of fixed and variable remuneratisestablished for each senior manager by the Board.
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DIRECTORS’ REPORT

REMUNERATION REPORT (Continued)

Fixed Remuneration

Objective

The level of fixed remuneration is set so as to/jgi®a base level of remuneration which is appaiprio the position and is
competitive in the market.

Fixed remuneration is reviewed annually by the B@ard the process of a review of business unit adididual performance,
relevant competitive remuneration in the market.

Structure

Senior managers are given the opportunity to reciigir fixed remuneration in a variety of formslirding cash, car allowance
and fringe benefits such as a motor vehicle. ihtisnded that the manner of payment chosen witigzemal for the recipient
without undue cost for the Company.

Variable Remuneration

Objective

The objective of the variable remuneration is i lihe achievements of the Group’s operationaktargith the remuneration
received by the executives charged with meetingehargets. The main target is the achievememteobtisiness unit’s profit
budget. The total potential variable remuneratigailable is set so as to provide sufficient incemtio the senior managers to
achieve the operational targets and such thatdsieta the Group is reasonable in the circumstances

Details of the nature and amount of each elemettteemolument of each director of the Group aruth edi the key management
personnel of the Group and the consolidated eatéyas follows:

B) DETAILS OF REMUNERATION

Details of directors and key management personnel

(i) Directors

G Elkington Executive Chairman (Managing Direcitir March 2009)
B Dennison Managing Director (Executive Diredithr2 March 2009)
G Choo Executive Director / Chief Financial Officer

J Fox Chairman (resigned July 2008)

R Montgomery Non-Executive (resigned May 2009)

(i) Key management personnel
| Gordon Company Secretary

* The terms “director” and “officer” have been trehgess mutually exclusive for the purposes of thigltisure. The elements of
emoluments have been determined on the basis ocb#ido the Group and the consolidated entity; and

« Key management personnel are those directly acabletand responsible for the operational managemmedt strategic
direction of the Group. In the directors’ view, etlsenior personnel do not fall into the definitadrove.

Details of the remuneration of the Directors, tBg knanagement personnel of the Group (as defined8B 124 Related Party
Disclosure) and specified executives are set othterfollowing table.
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Short term Post Non
Employme  Monetary
nt
Salary &  Cash Car Termination Super- Motor Total
fees bonus  Allowance Benefits annuation Vehicle
Directors $ $ $ $ $ $ $
G Elkington
2009 314,994 - 35,000 - 35,699 - 385,693
2008 157,497 100,000 17,500 - 15,750 - 290,741
B Dennison
2009 195,676 - - - 7,500 - 203,176
2008 - - - - - - -
G Choo
2009 120,000 - - - 10,800 20,000 150,80D
2008 58,333 - - - 5,250 5,000 68,581
R Montgomery (resigned May 2009)
2009 44,630 - - - - - 44,63(
2008 - - - - - - -
J Fox (resigned July 2008)
2009 6,667 - - - 600 - 7,267
2008 40,002 - - - 3,600 - 43,602
D Schwartz (resigned May 2008)
2009 - - - - - - -
2008 15,000 - - - 1,257 - 16,257
D Edwards (resigned May 2008)
2009 - - - - - - -
2008 18,750 - - - 1,688 - 20,438
Sub-totals - Directors 2009 681,967 - 35,000 - 54,599 20,000 791,566
2008 289,582 100,000 17,500 - 27,545 5,000 439)627
Other key management personnel
| Gordon *
Grand Totals 2009 68106 - 35,000 - 54,599 20,000 791,566
2008 289,582 100,000 17,500 - 27,545 5,000 439)627

* Mr. | Gordon , Company Secretary, is a partner oBhtmey & Partners, who provides company secretaeinlices to Headline
Group Limited. The agreement between Headline Gtamited and McBurney & Partners is based on norcoahmercial terms.
In 2009, a total of $58,127 (2008: $39,414) waeired by McBurney .

o No share based payments were made during the yeéaha previous reporting period.

o Percentage of remuneration related to performandeshare options during the year is Nil.

o The cash bonus paid to G Elkington related to #te sf the Housewares & Entertainment businesspeeivious years. It was
not based on any preset performance criteria.
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DIRECTORS’ REPORT

REMUNERATION REPORT (continued)

C) EMPLOYMENT CONTRACTS
Mr Gordon Elkington, Executive Chairman
- Duration of contract is three (3) years commendiriday 2008.
- Base salary excluding superannuation is $350,00@mp®sm and it is to be reviewed by the Board on an
annual basis.
- The contract may be terminated by either partyroyiging 90 days notice. Mr Elkington is entitleal t
compensation for the unexpired months and the cosgtion shall be no greater than $525,000.

Mr Brent Dennison, Managing Director
- Duration of contract is three (3) years commendidarch 2009.
- Base salary excluding superannuation is $250,00@mp®sm and it is to be reviewed by the Board on an
annual basis.
- The contract may be terminated by either partyroyiging 90 days notice. Mr Dennison is entitled to
compensation for the unexpired months and the cosgtion shall be no greater than $250,000.

Mr George Choo, Executive Director & Chief Finandidficer
- Duration of contract is three (3) years commendir@ctober 2008.
- Base salary excluding superannuation is $120,00@mp®sm and it is to be reviewed by the Board on an
annual basis.
- The contract may be terminated by either partyroyiding 90 days notice. Mr Choo is entitled to
compensation for the unexpired months and the cosgtion shall be no greater than $60,000.

D) OPTIONS GRANTED AS PART OF REMUNERATION
There were no options granted for the year endetli8@ 2009 (2008: nil).

E) ADDITIONAL INFORMATION
Remuneration for key management personnel is libkeéde Group’s performance. Personnel may be readbbg way of year end
bonuses or/and increases in remuneration. DefiaiteedGroup’s performance during the last five geae tabled below.

6-Month
Year

2009 2008 2007 2006 2005
Revenues from ordinary activities ($'000) 11,588 66,9 21,569 57,329 72,383
NTA (cents per share) 11.7 13.0 13.9 17.4 11.0
Basic EPS (cents per share) (1.3) (0.9) (2.3) 3.0 7 2.
Dividends paid during the year (cents per share) - - 15 2.0 2.25
Closing share price (cents per share) 12.0 155 15.0 23.0 195
Shares on issue ('000) 119,690 119,690 120,046 1132, 121,111

DIRECTORS’ MEETINGS
During the year, 10 directors' meetings and 2 atatitmittee meetings were held. The number of mggtat which directors were
in attendance is as follows:

Meeting of Directors Audit Committee
No. held while in Meetings No. held while in  Meetings
office attended office attended
J Fox 1 1 - -
G Elkington 10 10 - -
B Dennison 9 9 2 2
R Montgomery 8 6 - -
G Choo 10 10 2 2

As at the date of this report, the Company has aditATommittee. The members of the Audit Committee MreG Elkington
(Chairman — appointed on 18 June 2008) and Mr G Choo.

Headline Group Limited Annual Report 2009 Page 11



Headline Group Limited and Controlled Entities

DIRECTORS’ REPORT

ROUNDING

The amounts contained in this report and in tharfaial report have been rounded to the nearesD@1(@here rounding is
applicable) under the option available to the Camgpander ASIC Class Order 98/0100. The Company isnéitye¢o which the
Class Order applies.

AUDITOR INDEPENDENCE
The lead auditor’s independence declaration foy#a ended 30 June 2009 has been received armbdannd on page 1 this
report.

NON-AUDIT SERVICES

Non-audit services were provided by the entity’ditar PKF. The directors are satisfied that thevgion of non-audit services is
compatible with the general standard of indepenelémicauditors imposed by the Corporations Act. atire and scope of each
type of non-audit service provided means that andlidependence was not compromised. PKF receivadecdue to receive the
following amounts for the provision of non-auditsees.

- other assurance services provided $5,106

CORPORATE GOVERNANCE
In recognising the need for the highest standafdsogoorate behaviour and accountability, the doex of Headline Group
Limited support and have adhered to the principlesorporate governance. The Company’s corporatergawice statement is
detailed in the financial report.

Signed in accordance with a resolution of the dnexc

\\ b ~_
Gordon Elkington
Executive Chairman

30 September 2009
Sydney
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors (‘the Board’) of Headline GpadLimited (‘the Company’) is responsible for the porate governance
practices of the consolidated entity. Headline @rand its controlled entities are referred to iesthpolicies as ‘the Group'.
The Board guides and monitors the business andsafffiithe Company on behalf of the shareholders bgmvthey are
elected and to whom they are accountable.

The Board supports the core principles developedhbyAustralian Securities Exchange (“ASX”) Corpor&@evernance
Council (“the Council”) as a basis for enhancing tnedibility and transparency of our capital markétke structures,
policies and procedures already in place at the @omphave been developed and implemented by the Baadd
management over many years to ensure the Comparystascally operated on those principles.

The Board believes that the Company’s Corporate Gawem policies should be tailored to account for skee and
structure of the Company, risks associated with Gloenpany’s operations and the Company’s inherent gitnenand
weaknesses. The ASX concurs with this view andwall@ompanies to explain deviations from the ASX ©oafe
Governance Council's recommendations.

Areas where the Company has deviated from the Cdsinedommendations are discussed below, but thedBuelieves the
areas of non-conformance do not impact on the Gsoapility to operate with the highest standardsGafrporate
Governance.

Principle 1: Lay solid foundations for management ad oversight

Recommendation 1.1 : Establish the functions resertedhe Board and those delegated to senior exeastiand disclose
those functions.

The Board is responsible to shareholders for thau@sooverall corporate governance practices, aneédponsible for the
direction and oversight of the Group’s businessebehalf of the shareholders.

The Board'’s responsibilities include:

« reviewing and determining the Group’s strategiection and operational policies;
« establishing goals for management and monitoriegatthievement of these goals;
« reviewing and approving the Group’s Business Plan;

* appointing and remunerating the Managing Director;

« approving all significant business transaction$uding acquisitions, divestments and property dgwelents;
¢ monitoring business risk exposures and risk managesystems;

« approving and monitoring financial and other exé¢neporting;

« approving changes to the Group’s capital structure;

« reporting to shareholders; and

e promoting ethical conduct.

The Board delegates responsibility for the formolatf strategy and administration of day-to-dayimess to the Managing
Director and Chief Financial Officer who comprise ti€ompany’s senior management group.

The senior management group is responsible for:

« ensuring business development and other activiresconducted in accordance with the Group’s olvémasiness
strategy;

* managing the Group’s property developments, buséseand other investments to maximise returnsaekblders;

< informing the Board on a regular basis of the stafial projects and the performance of all Grousssets;

¢ managing relationships with investors and analysts;

e approving capital expenditure and business traimsectvithin predetermined limits set by the Board;

* planning in accordance with the financial contraldglines which govern the allocation and managéroérinancial
resources throughout the Group;

« ensuring that appropriate financial reporting isvidled to the Board on a monthly, six monthly anduat basis; and

« establishing and monitoring the Group’s risk mamaget framework to ensure that policies, guideliaed controls are
effective in reducing the Group’s operational ainéricial exposures to an acceptable level.

Recommendation 1.2 Disclose the process for evahgathe performance of senior executives.
Senior management’s performance is assessed fgqagdainst both qualitative and quantitative fastat board meetings.

There have been no departures from Principle Induhie year ended 30 June 2009
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Headline Group Limited and Controlled Entities

CORPORATE GOVERNANCE STATEMENT

Principle 2: Structure the board to add value

The Board comprises the Executive Chairman, ManaBingctor and one Executive Director. The size aodhgosition of
the Board is formulated to provide an appropriategeaof experience, skills, knowledge and perspediivenable it to
appoint, guide and supervise a high standard ofagement for the Group’s business. The names, ;skiiserience and
expertise of each Director of the Company are seinotine Annual Report and on the Company’s website.

Recommendation 2.1 : A majority of the Board shouldibdependent Directors

Directors of Headline Group are considered to lependent when they are independent of managemerfte®e from any
business or other relationship that could matgrialterfere with — or could reasonably be perceit@dnaterially interfere
with — the exercise of their independent judgemimthe context of director independence, “matéyfals considered from
both the Company and individual director perspectiViee determination of materiality requires consatien of both
guantitative and qualitative elements. An itemnsspmed to be quantitatively immaterial if it isuafjto or less than 5% of
the appropriate base amount. The Board considetsrarto be material (unless there is qualitativielence to the contrary)
if it is equal to or greater than 10% of the appiae base amount. Qualitative factors considermiude whether a
relationship is strategically important, the conipat landscape, the nature of the relationship gnedcontractual or other
arrangements governing it and other factors thattgo the ability of the director in question thape the direction of the
Company’s loyalty.

In accordance with this definition of independerneane of the current directors are independenttdirs by virtue of their
substantial shareholdings in Headline Group aslddtm the Annual Report or by their managemeng.rolfhe Board does
not comprise a majority of independent directors aonsequently its composition does not comply Widtommendation
2.1 of the ASX Corporate Governance Guidelines. @barture arises from the size and nature of tipasof the Group.

However, the Board has adopted the following meastorensure that independent judgment is achienddvaintained in

respect of its decision-making processes:

« Directors are entitled to seek independent prafessiadvice at the Company’s expense, subject tapipeoval of the
Board;

« Directors having a conflict of interest in relatitma particular item of business must absent teres from the board
meeting before commencement of discussion on thie;tand

« Non-executive directors confer on a needs bastsowitmanagement in attendance.

Each director brings a range of complementarysskifid experience to the Group as indicated in threuAl Report.

Recommendation 2.2 : The Chairperson should be anepdndent Director

The Company’s Chairman is Mr Gordon Elkington. Wiilst independent and an executive, the Board cerssitiat it is
appropriate for him to be Chairman due to the simbraature of the Group, given his skills, expereeand knowledge of the
Group. This is a departure from Recommendation 2.2.

Recommendation 2.3: The roles of Chairperson and Ghiexecutive Officer should not be exercised by thamre
individual.

The Chairman is Mr Gordon Elkington and the Chiefdtive Officer is Mr Brent Dennison, therefore aguieed under
best practice, there is a separation of these tes.r

Recommendation 2.4: The Board should establish a Niwation Committee.

Due to the size and structure of the Company’s Baaitdpminations Committee has not been establisheggasred under
ASX Recommendation 2.4. All directors may make rev@mdations to the Board regarding the membershtheoBoard,

including proposed new appointments. However, iafiaiors must agree unanimously on any new diresgpointments. In
addition, the Company’s Constitution provides thatath annual general meeting, one third of directball retire (and be
eligible for re-election).

The Board believes that these alternative procedusemore than adequate to preserve the intedrthedBoard.

Recommendation 2.5: Disclose the process for evihgathe performance of the Board, its committeesdamdividual
directors.

Due to the size and nature of the Group, the Boalid\®s that external formal evaluation is not seaey as performance is
continually being evaluated on an ongoing basiss Etherefore a departure from Recommendatibn 2.
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Headline Group Limited and Controlled Entities

CORPORATE GOVERNANCE STATEMENT

Principle 3: Promote ethical and responsible decish making
Recommendation 3.1: Companies should establish a aafdmonduct and disclose the code

The Board encourages the highest standards of ktitinduct by all directors and employees of theuprorhe Board has
adopted a Code of ConductRhics that sets out the principles and standaitdswhich all Group’s officers and employees
are expected to comply in the performance of tfespective functions. Officers and employees apeeted to:

e comply with the law;

¢ act honestly and with integrity;

* reduce the opportunity for situations to arise \triesult in divided loyalties or conflicts of inést;
« use the Group’s assets responsibly and in thetesests of the Company’s shareholders; and
* be responsible and accountable for their actions.

Senior management immediately investigates posdéileres to comply with the principles of ethicahd responsible
conduct, employing the use of third party expenrtiigeere necessary. The appropriate level of dis@p)i action is applied
where departures from these principles are confirme

This Code is regularly reviewed and updated as sacg$o ensure it remains consistent with the Beaobjectives.

Recommendation 3.2: Establish a policy concerningdiag in company securities by directors, senior exgves and
employees, and disclose the policy or a summarthaf policy.

Dealing in Company Shares

Officers, management and employees are activelpueaged to own shares in the Company. The Boardisypd that
trading in the Company’s shares and/or options sueh shares by directors and staff should only otgircumstances
where the market is fully informed of the Grouptidties. The Board considers at each months boadting whether
trading in the Company’s shares is appropriate éncthming month taking into account the circumstangbich exist. The
policy requires that Directors discuss any intemtio trade in the Company’s shares and/or optioes swch shares with the
Chairman in circumstances where there exists a baeeision that shares and/or options over sucheshaught not to be
traded. Senior management and employees requirappmval of the Executive Chairman prior to tradiigpe Board
recognises that it is the individual responsibitfyeach Director and employee to ensure that teyply with the spirit and
letter of the insider trading laws, and that noéfion to the Board, the Chairman or the Managingdar of an intention to
trade in no way implies their approval of any ti@et®n.

Principle 4: Safeguard integrity in financial reporting
Recommendation 4.1: The Board should establish an A@bmmittee.

The Company’s Managing Director and Chief Financitiicer report in writing to the Board that the colidated financial
statements of the Group for each half and fullftial year present a true and fair view, in all enaf respects, of the
Group’s financial condition and operational reswdtel are in accordance with relevant accountingdstals. The Audit
Committee operates throughout the year with the gminobjective to assist the Board of Directors iffilfung the Board’s
responsibilities relating to the accounting, rejpgrtand financial risk management practices of@neup. In fulfilling this
objective, the Audit Committee meets at least twaes each year.

The main duties and responsibilities of the AuditriBdttee include:

* review and consideration of statutory compliancétens;

« review of the annual and half-yearly financial repp

* recommend to the Board nominations for appointmsmxternal auditors;

« review the scope of the audit, the level of auelitsfand the performance of the external auditors;

« liaison with external auditors, review of auditqpiéng and consideration of audit results; and

« evaluation of the adequacy and effectiveness ofGheup’s administrative, operating and accountirices and
internal controls through active communication vagherating management and the external auditors.

Recommendation 4.2: Structure the Audit Committee kattit consists only of non-executive directorsnsists of a
majority of independent directors and is chaired Ay independent chair, who is not chair of the boaadd has at least
three members.

Recommendation 4.3 : The Audit Committee should havieranal charter.
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Headline Group Limited and Controlled Entities

CORPORATE GOVERNANCE STATEMENT

Principle 4: Safeguard integrity in financial reporting (continued)

The members of the Audit Committee during the yearewMr G Elkington (Chairman) and Mr G Choo. Both rbers of
the committee are not independent and hold exexptsitions and hence this represents a depdirtume
Recommendation 4.2.

The Audit Committee also does not have a formalteham accordance with Recommendation 4.3.

The departures from Recommendations 4.2 and 4.8 arisaccount of the size and nature of the Graupthe present
structure of the Board. The Board is aware of the Qe Governance Principles and RecommendatidA&@tion), and
will continue to work towards full adoption of thecommendations in line with growth and developnwérihe Group in the
years ahead.

Principle 5: Make timely and balanced disclosure

Recommendation 5.1: Establish written policies and pedures designed to ensure compliance with ASX ListRgle
disclosure requirements and to ensure accountakilitt a senior management level for the compliangelalisclosure of
those policies or a summary of those policies.

Documented procedures are in place to identifyerathat are likely to have a material effect omghice of the Company’s
securities and to ensure those matters are notifidtie ASX in accordance with the Company's Listiige disclosure
requirements. The Managing Director and Chief Firedr@fficer are responsible for monitoring the Comya activities in
light of its continuous disclosure policy and whaeeessary discussing disclosure obligations wighBoard.

The Company Secretary is responsible for all compatinins with the ASX. All communications with extal stakeholders
in respect of sensitive company information is sabjto the relevant safeguarding and confidenfigdiocedures. These
communications are undertaken in light of contirmiaisclosure requirements of the ASX and the brpadciples of
ensuring the market is fully informed of price séms information.

Principle 6: Respect the rights of shareholders

Recommendation 6.1Design a communications policy for promoting effe@ communication with shareholders and
encouraging their participation at general meetingsd disclose their policy or a summary of that fmyl. Use company
websites to complement the official release of metieinformation to the market.

The Board encourages communication with shareholttetther stakeholders in an open, regular angltimanner so that
the market has sufficient information to make infed investment decisions on the operations andtsesfithe Group.

Mechanisms employed include:

« regular shareholder communications such as Halfly&eports, and the Full Financial Report;

« financial results presentations at the Company’suaheeneral Meeting (‘“AGM™);

» shareholder access to communications through thefliisformation technology such as the Company’ssite; and
« utilising Computershare, the Company’s share reggsryice provider.

The Board encourages full participation of sharetwddat the AGM to ensure a high level of accoutitpband
understanding of the Group’s strategy and goale. Gbmpany encourages the Group’s external audi@ttéad the AGM.

Principle 7: Recognise and manage risk

Recommendation 7.1: The Board or appropriate Board Coittee should establish policies on risk oversighhch
management of material business risk and disclossuanmary of those policies.

The Board is responsible for oversight of the Greujisk management and control framework (the Grdogs not have a
separate Risk Management Committee). The Audit Comenatsists the Board in fulfilling its responsik@btin this regard
by reviewing the financial and reporting aspectsh&f Group’s risk management and control framewdte Group has
implemented a policy framework designed to enshat the Group’s risks are identified and that calstare adequate, in
place and functioning effectively.

This framework will incorporate the maintenancecomprehensive policies, procedures and guidelinasencompass the

Group’s activities. It addresses areas such asraxinhegotiation, project management, occupatitrealth and safety,
environmental management, trade practices, IT @isascovery and business continuity planning.
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CORPORATE GOVERNANCE STATEMENT

Principle 7: Recognise and manage risk (continued)

Recommendation 7.2: The Board should require managem& design and implement the risk management and
internal control system to manage the company’s erél business risks and report to it on whether g®risks are being
managed effectively. The Board should disclose ttmanagement has reported to it as to the effectienef the
company’s management of its material business risks

Responsibility for control and risk management ikedgated to the appropriate level of managementinvitie Group with
the Managing Director and Chief Financial Officerving ultimate responsibility to the Board for theoBp's risk
management and internal control activities. Arrangets put in place by the Board to monitor risk nggmaent and internal
controls include:

< regular monthly reporting to the Board in respeamérations and the financial position of the Group

* reports by the Chairman of the Audit Committee amdutation to the Board of the minutes of each megtield by the
Audit Committee;

« presentations made to the Board throughout the lye@ppropriate members of the Group’s managemem {@nd/or
independent advisers, where necessary) on theenafyparticular risks and details of the measurk&hvare either in
place or can be adopted to manage or mitigateiskpand

« any Director may request that operational and pt@adits be undertaken by management.

Recommendation 7.3: The Board should disclose whethéras received assurance from the Chief Executivefi€r (or
equivalent) and the Chief Financial Officer (or equatent) that the declaration provided in accordanegth section 295A
of the Corporations Act is founded on a sound systefirisk management and internal control and thatehsystem is
operating effectively in all material respects ielation to financial reporting risks

Prior to signing the Group’s annual financial staets, the Company’s Managing Director and Chief iéra Officer

report in writing to the Board that:

« the declaration provided in accordance with sec#88A of the Corporations Act is founded on a sosystem of risk
management and internal compliance and controltwiniplements the policies adopted by the Board; and

« the Company’s risk management and internal compiamal control framework is operating efficientlydasffectively in
all material respects.

Principle 8: Remunerate fairly and responsible
Recommendation 8.1:The Board should establish a reratation committee.

Recommendation 8.2: Companies should clearly distirguthe structure of non-executive directors’ remaration from
that of executive directors and senior executives.

The Group’s polices relating to Directors’ and Sertixecutives’ remunerations are set out in theu@annual report.

Due to the size and nature of the Group, the Boasdcbnsidered that establishing a formal remurgratbmmittee will not
achieve enhanced efficiency. As a result, thetfans ordinarily undertaken by a remuneration cotteeiare undertaken by
the Board. The Group’s polices relating to Directarsd Senior Executives’ remuneration are set ouhé Directors’ report
under the heading “Remuneration Report”.

The Group does not have any scheme for retiremeneflis, other than superannuation.

At the time of appointment, each Director and Sehigecutive signs a formal employment contractiointty their duties,
rights, responsibilities and any entitlements amteation. These duties and responsibilities axéewved annually by the
Board and when necessary is revised in consultatitmthe employee.

It is the Group’s objective to provide maximum sth&lder benefit from the retention of high qualtgard members and
Senior Executives by remunerating Directors and kegcutives fairly and appropriately with referentoe relevant
employment market conditions. To assist in achigwinis objective, the nature and amount of exeeutlirectors’ and
officers’ emoluments are linked to the Group’s fin@l and operational performance.
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Chartered Accountants
& Business Advisers

AUDITOR'S INDEPENDENCE DECLARATION

As lead auditor for the audit of Headline Group Limited for the year ended 30 June 2009, | declare that to
the best of my knowledge and belief, there have been:

(a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

(b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Headline Group Limited and the entities it controlled during the year.

O

PKF

ﬁ«fﬁ%@

John Bresolin
Partner

30 September 2009
Sydney

Tel: 61 2 9251 4100 | Fax: 61 2 9240 9821 | www.pkf.com.au

PKF | ABN 83 236 985 726

Level 10, 1 Margaret Street | Sydney | New South Wales 2000 | Australia
DX 10173 | Sydney Stock Exchange | New South Wales

The PKF East Coast Practice is a member of the PKF International Limited network of legally independent member firms. The PKF East Coast Practice is also a member of the
PKF Australia Limited national network of legally independent firms each trading as PKF. PKF East Coast Practice has offices in NSW, Victoria and Brisbane. PKF East Coast
Practice does not accept responsibility or liability for the actions or inactions on the part of any other individual member firm or firms.

Liability limited by a scheme approved under Professional Standards Legislation.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009

Continuing operations
Revenue

Total revenue

Cost of sales

Gross profit

Other income

Administration expenses

Distribution expenses

Marketing expenses

Occupancy expenses

Depreciation

Finance costs

Operating expenses

Debt forgiveness

Impairment of assets classified as held for sale
Impairment of investments in subsidiary companies.

Profit/(loss) from continuing operations before
income tax expense

Income tax (expense) / benefit

Loss from continuing operations after income tax
expense

Net Loss attributable to members of Headline Group
Limited

Earnings/(loss) per share for profit from continuing
operations :

Basic loss per share (cents per share)

Diluted loss per share (cents per share)

Earnings/(loss) per share for profit attributable to
members of Headline Group Limited

Basic loss per share (cents per share)
Diluted loss per share (cents per share)

Dividends per share

Notes

24
24

24
24

CONSOLIDATED PARENT ENTITY
12 Months 6 Months 12 Months 6 Months
30 June20(9 30 June 20C 30 June20(9 30 June 20C
$'000 $'000 $'000 $'000
12,105 6,275 467 1,318
12,105 6,275 467 1,318
(6,794) (3,043) - -
5,311 3,232 467 1,318
411 - 246 -
(6,119) (3,765) (1,322) (1,334)
(81) (32) - -
(649) (188) (4) -
(352) (244) Q) (79)
(199) (22) a7) (6)
2 - (2 -
(7,402) (4,251) (1,346) (1,419)
- (40) a7) (40)
(198) - - -
- - - (2,058)
(1,878) (1,059) (650) (2,199)
315 (43) (28) 36
(1,563) (1,102) (678) (2,163)
(1,563) (1,102) (678) (2,163)
(1.31) (0.92)
(1.31) (0.92)
(1.31) (0.92)
(1.31) (0.92)

The accompanying notes form an integral part af thcome Statement.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

BALANCE SHEET
AS AT 30 JUNE 2009

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Inventories

Current tax asset

Other assets

Assets classified as held for sale
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Investments in controlled entities
Property, plant and equipment
Deferred tax asset

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
Provisions

Borrowings — Finance lease
Derivative financial instruments

Liabilities directly associated with the assetssified
as held for sale

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES

Provisions
Borrowings — Finance lease

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS

EQUITY

Issued capital
Reserves
Accumulated losses

TOTAL EQUITY

The accompanying notes form an integral part & Balance Sheet.

Headline Group Limited Annual Report 2009

Notes CONSOLIDATED PARENT ENTITY
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$'000 $'000 $'000 $'000
10 9,631 7,137 9,501 6,758
11 2,606 3,592 1,704 5,102
12 1,020 1,604 - -
- 109 - 109
13 45 97 1 -
13,302 12,539 11,206 11,969
8 1,805 4,653 - -
15,107 17,192 11,206 11,969
14 - - 3,900 3,900
15 521 583 36 21
7 251 178 35 63
772 761 3,971 3,984
15,879 17,953 15,177 15,953
16 1,149 1,104 730 339
17 214 782 62 578
11 - 11 -
18 272 - - -
1,646 1,886 803 917
8 84 365 - -
1,730 2,251 803 917
17 83 99 - -
16 - 16 -
99 99 16 -
1,829 2,350 819 917
14,050 15,603 14,358 15,036
19 31,001 31,001 31,001 31,001
(111) 13 - 134
21 (16,840) (15,411) (16,643) (16,099)
14,050 15,603 14,358 15,036
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2009

Notes CONSOLIDATED PARENT ENTITY

12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008

$'000 $'000 $'000 $'000

CASH FLOWS FROM OPERATING

ACTIVITIES
Receipts from customers 13,543 7,486 129 4,162
Payments to suppliers and employees (14,340) (7,964) (1,019) (1,535)
Income tax paid / refunded - (33) - -
Income tax refund 108 - 110 (27)
NET CASH FLOWS FROM / (USED IN)

OPERATING ACTIVITIES 10 (689) (511) (780) 2,600
CASH FLOWS FROM INVESTING
ACTIVITIES
Purchases of property, plant and equipment (159) (278) (4) 691
Proceeds from sale of property, plant & equipment 8 - 8 -
Net proceeds from sale of Lisarow Property (a) 2,803 - - -
Interest received 517 309 467 305
Investment in subsidiary - - - (3,900)
Receipt of deferred Central Station settlement (b) 508 412 508 -
Loan to Kids Central Group (500) - (500) -
Intercompany borrowings (provided) / repaid - - 3,054 (20)
NET CASH FLOWS FROM / (USED IN)

INVESTING ACTIVITIES 3.1rv 443 3,533 (2,924)
CASH FLOWS FROM FINANCING

ACTIVITIES
Hire purchase payment (20) (10)
Share buyback - (49) - (49)
NET CASH FLOWS FROM / (USED IN) (10) (49) (10) (49)

FINANCING ACTIVITIES
NET INCREASE/(DECREASE) IN CASH AND 2,478 (117) 2,743 (373)

CASH EQUIVALENTS
Cash and cash equivalents at beginning of year 7,154 7,271 6,758 7,131
CASH AND CASH EQUIVALENTS AT THE 10 9,632 7,154 9,501 6,758

END OF THE YEAR

(a) Net of disposal costs
(b) Net of royalty claim settlement

The accompanying notes form an integral part ofdhsh Flow Statement.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2009

Attributable to equity holders of the consolidatedentity

CONSOLIDATED

As at 1 January 2008

Currency translation differences

Net income (expense) recognised directly in
equity
Net loss for the 6 month period

Total recognised income and expenses for
the 6 month period

Share buyback

As at 30 June 2008

Currency translation differences

Net income (expense) recognised directly in
equity
Net loss for the year

Total recognised income and expenses for
the year

Transfer of lapsed options

Issued capital Share option Foreign Accumulated Total
reserve currency losses
reserve
$'000 $000 $ 000 $000 $'000
31,050 134 (150) (14,309) 16,725
- 29 29
- - 29 - 29
- - (1,102) (210
- - - (1,102) (1,102)
(49) - - - (49)
31,001 134 (121) (15,411) 15,603
- 10 - 10
- - 10 - 10
- - (1,563) (1,563)
- - - (1,563) (1,563)
- (134) - 134 -
31,001 (111) (16,840) 14,050

As at 30 June 2009

The accompanying notes form an integral part ofStaement of Changes in Equity
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2009

Attributable to equity holders of the parent entity

Issued capital Share option Foreign Accumulated Total

PARENT reserve currency losses
reserve
$'000 $000 $ 000 $000 $'000

As at 1 January 2008 31,050 134 - (13,936) 17,248
Net loss for the 6 month period - - - (2,163) (BNL6
Total recognised income and expenses for - - - (2,163) (2,163)
the 6 month period
Share buyback (49) - - - (49)
As at 30 June 2008 31,001 134 - (16,099) 15,036
Net loss for the year - - - (678) (678)
Total recognised income and expenses for - - - (678) (678)
the year
Transfer of lapsed options - (134) - 134 -
As at 30 June 2009 31,001 - - (16,643) 14,358

The accompanying notes form an integral part ofStaement of Changes in Equity
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009

1. CORPORATE INFORMATION

The financial report of Headline Group Limited the year ended 30 June 2009 was authorised fa issu
accordance with a resolution of the directors ors8ptember 2009.

Headline Group Limited is a company limited by @fsincorporated and domiciled in Australia whossrah are
publicly traded on the Australian Securities Exaf@n

The registered office of the Company is Level 1® Pt Street, Sydney, NSW 2000 and the principede of
business is at Lot 3, Ground Floor, 23-29 Southe®fiRydalmere, NSW 2116.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

The financial report is a general purpose finanagbrt, which has been prepared in accordancethéth
requirements of the Corporations Act 2001 and Alistn Accounting Standards including Australian éating
Interpretations.

The financial report has been prepared on a histbecost basis, except for derivative financiatimsents that have
been measured at fair value.

The financial report is presented in Australianiaisl and all values are rounded to the nearessémaldollars
($'000) unless otherwise stated under the opti@il@vle to the Company under ASIC Class Order 980T he
Company is an entity to which the class order @&gpli

(b) Reporting period and prior year comparatives

The financial report has been prepared for the grded 30 June 2009. The previous reporting pavasdfor a
period of six months ended 30 June 2008 pursuaart ®8SIC approval received by the Group on 22 Faiyr2008
enabling the Group to change its balance date andehthe comparatives are not comparable

(c) Statement of compliance

The financial report of Headline Group Limited atslsubsidiaries, and Headline Group Limited afdividual
parent company, complies with all Australian egléwés to International Financial Reporting Standg/lFRS) in
their entirety. Compliance with AIFRS ensures cdermde with International Financial Reporting Staida(IFRS).

(d) New accounting Standards and Interpretations nbyet adopted

The following standards, amendments to standardsraerpretations have been identified as thosehvhiay impact
the entity in the period of initial application. &hare available for early adoption at 30 June 2@@%have not been
applied in preparing this financial report:

AASB 3 Business Combinations changes the applicatfacquisition accounting for business combinegtio
and the accounting for non-controlling (minoritgjarests. Key changes include: the immediate expgio$

all transaction costs; measurement of contingensideration at acquisition date with subsequenhgbsa
through the income statement; measurement of notraiing (minority) interests at full fair valuer dhe
proportionate share of the underlying net assette rBvised standard which becomes mandatory for the
Group’s 30 June 2010 financial statements, willdpplied prospectively and therefore there will e n
impact on prior periods in the Group’s 2010 cordatid financial report. The Group has not yet deitezd

the potential effect of the accounting standardhenGroup’s 2010 results.

AASB 8 Operating Segments replaces the presentatignirements of segment reporting in AASB 114
Segment Reporting. AASB 8 is applicable for anmeabrting periods beginning on or after 1 Janu@g®
and is not expected to have an impact on the finhresults of the company of the group as thedstethis
only concerned with disclosures.

Revised AASB 101 Presentation of Financial Statémémroduces as a financial statement (formerly
“primary” statement) the “statement of compreheasincome”. The revised standards does not charge th
recognition, measurement or disclosure of transastand events that are required by other AASBs. Th
revised AASB 101 will become mandatory for the Gr'su30 June 2010 financial statements. It is exgubct
to have a significant impact on the presentatiotheffinancial statements.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(d) New accounting Standards and Interpretations nbyet adopted (continued)

Revised AASB 123 Borrowing Costs removes the optmmxpense borrowing costs and requires that an
entity capitalise borrowing costs directly attriboke to the acquisition, construction or productafna
qualifying asset as part of the cost of that asged. group has not adopted the standard early dhbave

no effect on the amounts recognised in the findustéements.

Revised AASB 127 Consolidated and Separate FinbBtaements changes the accounting for investments
in subsidiaries. Key changes include: the remeaseme to fair value of any previous / retained iriment
when control is obtained / lost, with any resultipgin or loss being recognised in profit or logsg ¢he
treatment of increases in ownership interest afbatrol is obtained as transactions with equitydedd. The
group has not adopted the standard early and asié mo effect on the amounts recognised in thendiiah
statements.

AASB 2008-1 Amendments to Australian AccountingnBitrd — Share-based Payment Vesting Conditions and
Cancellations changes the measurement of shard-pasenents that contain non-vesting conditions. BAS
2008-1 becomes mandatory for the Group’s June #6a0cial statements. The Group has not yet detemuni
the potential effect of the amending standard erGloup’s financial report.

AASB 2008-2 Amendments to Australian Accountingn8erds: Puttable Financial Instruments and Obbgati
arising on Liquidation. AASB 2008-2 introduces aeption to the definition of financial liabilitptclassify as
equity instruments certain puttable financial imstents and certain instruments that impose on tity @m
obligation to deliver to another party a pro radtare of the net assets of the entity only on ligtich of the
entity. Adoption of AASB 2008-2 will result in cait puttable financial instruments covered by tlaadard
being reclassified from financial liabilities to wty. This amendment of AASB 132 also necessitates
consequential amendments to AASB 7, AASB 101, AAISB and Interpretation 2. There is unlikely to be a
material change in the financial statements on tialopf these amendments

AASB 2008-5 Amendment to Australian Accounting Si@mls arising from the Annual Improvements Process
and 2005-6 Further Amendments to Australian AcdagnBtandards arising from the Annual Improvements
Process affect various AASBs resulting in minor nges for presentation, disclosure, recognition and
measurement purposes. The amendments, which bevamgatory for the Group’s 30 June 2010 financial
statements, are not expected to have any impabedmancial statements.

AASB 2008-7 Amendments to Australian Accounting 8tmds — Cost of an Investment in a Subsidiary, Qoint
Controlled Entity or Associate
(&) amends AASB 1 to allow first-time adopters, in thesiparate financial statements, to use a deens¢d co
option for determining the cost of an investmené& isubsidiary, jointly controlled entity or assdeia
The deemed cost of such an investment can be #égher

(i) fair value (determined in accordance with AASB 1E&8ancial Instruments: Recognition and
Measurement) at the entity’s date of transitioAustralian-equivalents-to-IFRSs; or
(i) previous GAAP carrying amount at that date.

(b)  Afirst-time adopter may choose either deemed @ptbn to measure its investment in each subsidiary
jointly controlled entity or associate that it éketo measure using a deemed cost;

(c) removes from AASB 118 the requirement to deduciddivds declared out of pre-acquisition profits
from the cost of an investment in a subsidiarynt|gi controlled entity or associate. Therefore, all
dividends from a subsidiary, jointly controlled igntor associate are recognised by the investor as
income;
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(d) New accounting Standards and Interpretations nbyet adopted (continued)

(d) amends AASB 127 to require, in particular circumsés, a new parent entity established in a group
reorganisation to measure the cost of its invedtraethe carrying amount of the share of the equity
items shown in the separate financial statementiseobriginal parent at the date of the reorgaioisat
The relevant circumstances include that the redsgaon involves:

(i) the new parent obtaining control of the originalgué through an exchange of equity instruments;
(i) no change to the group’s assets and liabilitied; an
(i) no change to the owners’ absolute and relativedste in the net assets; and

(e) amends AASB 136 to include recognising a dividerminfa subsidiary, jointly controlled entity or
associate, together with other evidence, as awdtidn that the investment in the subsidiary, |gint
controlled entity or associate may be impaired.

The interpretation which becomes mandatory forGneup’s 30 June 2010 financial report, is not etgmddo have a
material impact on the financial report of the Grou

Main features of newly issued or amended Australiatnterpretations
Interpretation 17 Distributions of Non-cash Asdet®©wners.

This Interpretation provides guidance on how aiityeshould measure distributions of assets othan ttash when it
pays dividends to its owners, except for commortrobiransactions.

This Interpretation clarifies that:
€)) a dividend payable should be recognised when thideatid is appropriately authorised and is no lorajehe
discretion of the entity;

(b) an entity should measure the dividend payableeatatin value of the net assets to be distributed; a

(c) an entity should recognise the difference betwberdividend paid and the carrying amount of theassets
distributed in profit or loss.

The Interpretation also requires an entity to pievadditional disclosures if the net assets begld for distribution
to owners meet the definition of a discontinuedrapen. The interpretation which becomes mandaforythe
Group’s 30 June 2010 financial report, is not expeéto have a material impact on the financial repo

Interpretation 18 Transfers of Assets from Custemdihe Interpretation addresses the followingdssu
€) Is the definition of an asset met?

(b) If the definition of an asset is met, how shoulé thansferred item of property, plant and equipmnisnt
measured on initial recognition?

(c) If the item of property, plant and equipment is swead at fair value on initial recognition, how shibthe
resulting credit be accounted for?

(d) How should the entity account for a transfer ohctrem its customer?

The interpretation which becomes mandatory forGneup’s 30 June 2010 financial report, is not expéto have a
material impact on the financial report

(e) Basis of consolidation
The consolidated financial statements comprisditiamcial statements of Headline Group Limited &adubsidiaries
referred to collectively throughout these finanai@tements as the “Group”.

The financial statements of all but one of the @tswsubsidiaries are prepared for the same regppiEmiod as the
parent company using consistent accounting policies

In preparing the consolidated financial statemeaitsnter-company balances and transactions, dictpunrealised

profits arising from intra-group transactions, héveen eliminated in full. Unrealised losses ammiglited unless costs
cannot be recovered.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(e) Basis of consolidation (continued)

Subsidiaries are consolidated from the date onlwbimtrol is transferred to the Group and ceadtoonsolidated
from the date on which control is transferred duhe Group. Where there is loss of control of lassdiary, the
consolidated financial statements include the tedat the part of the reporting period during whideadline Group
Limited has control.

The acquisition of subsidiaries is accounted famgighe purchase method of accounting. The purcheetkod of
accounting involves allocating the cost of the bess combination to the fair value of the assejsised and the
liabilities and contingent liabilities assumedta tate of acquisition.

Investments in subsidiaries held by Headline Grangpaccounted for at costs in a separate finastitdment of the
parent entity.

(f) Business combinations

The purchase method of accounting is used to atdourall business combinations regardless of wéetmuity
instruments or other assets are acquired. Costemsuned as the fair value of the assets givengshasued or
liabilities incurred or assumed at the date of exgfe plus costs directly attributable to the corztim.

The excess of the cost of the business combinatienthe net fair value of the Group’s share oftdmble net assets
acquired is recognised as goodwiill.

(9) Segment reporting

A business segment is distinguishable componethegntity that is engaged in providing productsenvices that
are subject to risks and returns that are diffetenthose of other business segments. A geogragggment is a
distinguishable component of the entity that isagy@gl in providing products or services within atipalar economic
environment and is subject to risks and returns dha different than those of segments operatingttier economic
environments.

(h) Foreign currency translation
Both the functional and presentation currency cdidiee Group Limited and its Australian subsidiarig Australian
Dollars ($).

Transactions in foreign currencies are initiallgasded in the functional currency by applying tlelange rates
ruling at the date of the transaction. Monetargtsand liabilities denominated in foreign currescre retranslated
at the rate of exchange ruling at the balance steget

All exchange differences in the consolidated finaheport are taken to the income statement.

Non-monetary items that are measured in termssbdifical cost in a foreign currency are translatsitg the
exchange rate as at the date of the initial traimsac

Non-monetary items measured at fair value in adareurrency are translated using the exchangs edtihe date
when the fair value was determined.

The functional currency of the overseas subsidskgnsen Giftware (UK) Limited is Pounds SterlindB{®.
As at the reporting date the assets and liabildfebe overseas subsidiary is translated intgtiesentation currency
of Headline Group Limited at the rate of exchangag at the balance sheet date and the incomenseat is

translated at the weighted average exchange @téisef period.

The exchange differences arising on the retranslatie taken directly to a separate componentuwfyedpeing the
foreign currency reserve.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

(i) Cash and cash equivalents

Cash and cash equivalents in the balance sheetisengash at bank and in hand and short-term dspaih
maturity of 4 months or less that are readily catibke to known amounts of cash and which are siligean
insignificant risk of changes in value.

For the purposes of the Cash Flow Statement, aaleash equivalents consist of cash and cash deunisas
defined above, net of outstanding bank overdrBfsk overdrafts are included within interest-begutmans and
borrowings in current liabilities on the balancesth

(j) Trade and other receivables
Trade receivables are recognised at fair valuesabdequently at amortised cost using the effeatiesest rate
method. Trade receivables, which generally have@day terms.

An estimate for doubtful debts is made when calbecof the full amount is no longer probable. Badbt are written
off when identified.

(k) Inventories
Inventories are valued at the lower of cost orraatisable value.

Costs incurred in bringing each product to its erésocation and condition is accounted for afed:
Finished goods and work-in-progress — cost of timgatterials, freight and import charges.

Net realisable value is the estimated selling prnidfie ordinary course of business, less the astichcosts of
completion and the estimated costs necessary te thaksale.

() Derivative financial instruments
The Group uses derivative financial instrumenthsasforward currency contracts to hedge its rslsociated with
foreign currency fluctuations. Such derivative fingl instruments are stated at fair value.

Forward currency contracts are entered into whgreemnents are made to buy or sell specified amairitseign
currencies in the future at a predetermined exahaatg. The objective is to match the contract waitticipated future
cash flows from sales and purchases in foreigreogies, to protect against the possibility of lives future
exchange fluctuations. The forward currency comsrace usually for no longer than 6 months.

The Company does not apply hedge accounting @ae# dot meet the very strict requirements of taedsrd. The
fair value of forward currency contracts are reésgt through the income statement when the underlyansaction
is recognised in income. Net receipts and paynamatsecognised through the income statement. Amg ga losses
arising from changes in fair value are taken diyetct the income statement.

The fair value of forward currency contracts iscoddted by reference to current forward exchantgsri@r contracts
with similar maturity profiles.

(m) Non-current assets and disposal groups held faale and discontinued operations

Non-current assets and disposal groups are ckedsifs held for sale and measured at the loweredf darrying
amount and fair value less costs to sell if thairying amount will be recovered principally thréug sale transaction.
For an asset or disposal group to be classifiekess for sale, it must be available for immedisaéesn its present
condition and its sale must be highly probable.

An impairment loss is recognised for any initialsoibsequent write-down of the asset (or disposalmrto fair value

less costs to sell. A gain is recognised for arlyseguent increases in fair value less costs toosedh asset (or
disposal group), but not in excess of any cumuatimpairment loss previously recognised. A gainlass not

previously recognised by the date of the sale efrtbn-current asset (or disposal group) is recednig the date of
derecognition.
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FOR THE YEAR ENDED 30 JUNE 2009
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(m) Non-current assets and disposal groups held farale and discontinued operations (continued)

A discontinued operation is a component of thetgtttiat has been disposed of or is classified &bfbe sale and that
represents a separate major line of business aragglical area of operations, is part of a singlerdinated plan to
dispose of such a line of business or area of tipes or is a subsidiary acquired exclusively vathiew to resale.
The results of discontinued operations are predesgparately on the face of the income statement.

(n) Property, plant and equipment
Plant and equipment is stated at historical cast &#&cumulated depreciation and accumulated impatriosses.

Land and buildings are measured at fair value,dagseperiodic but at least triennial valuationsexyernal
independent valuers, less accumulated depreciatidouildings and less any impairment losses resegnafter the
date of valuation.

Depreciation is calculated on a straight-line basisll property, plant and equipment, other thraeliold land.

Major depreciation periods are: 2009 2008
* Plant and equipment 5to 15 years 5to 15 years

The assets’ residual values, useful lives and asatidn methods are reviewed, and adjusted if gpjate, at each
financial year end.

The carrying values of fixed assets are reviewedpairment when events or changes in circumstirglcate the
carrying value may not be recoverable.

For an asset that does not generate largely indepécash inflows, the recoverable amount is detexanfor the
cash-generating unit to which the asset belongmyfsuch indication exists and where the carryalges exceed the
estimated recoverable amount, the assets or camhiegimg units are written down to their recovegadoinount.

The recoverable amount of fixed assets is the gredifair value less costs to sell and value i i3 assessing value
in use, the estimated future cash flows are diseolto their present value using a pre-tax discoatetthat reflects
current market assessments of the time value oeynand the risks specific to the asset.

An item of property, plant and equipment is deredsed upon disposal or when no future economic fitersgre
expected to arise from the continued use of thetass

Any gain or loss arising on derecognition of theedigcalculated as the difference between theigpbsal proceeds
and the carrying amount of the asset) is includetié income statement in the period the item isctEynised.

(o) Recoverable amount of assets

At each reporting date, the Group assesses whibin@r is any indication that an asset may be iradaWVhere an
indicator of impairment exists, the Group makesranfl estimate of recoverable amount. Where theyiogramount
of an asset exceeds its recoverable amount theiassmsidered impaired and is written down tadtsoverable
amount.

Recoverable amount is the greater of fair value ¢ests to sell and value in use. It is determfoedn individual
asset, unless the asset’s value in use cannotib®e=l to be close to its fair value less costsetband it does not
generate cash inflows that are largely independethtose from other assets or groups of assetghich case, the
recoverable amount is determined for the cash-géingrunit to which the asset belongs.

In assessing value in use, the estimated futufe fa@ss are discounted to their present value uaipge-tax discount
rate that reflects current market assessmentsdfrtte value of money and the risks specific toabset.

(p) Leases

Finance leases, which transfer to the Group sutialigrall the risks and benefits incidental to awship of the leased
item, are capitalised at the inception of the lesidbe fair value of the leased assetif lower, at the present value of
the minimum lease payments. Lease payments aretappea between the finance charges and reducfitiredease
liability so as to achieve a constant rate of egéon the remaining balance of the liability. Fioea charges are
recognised as an expense in profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(p) Leases (continued)

Capitalised leased assets are depreciated ovehdinter of the estimated useful life of the assé¢he lease term.

Leases where the lessor retains substantiallpealtisks and benefits of ownership of the assetlassified as
operating leases. Initial direct costs incurredeégotiating an operating lease are added to thgicgramount of the
leased asset and recognised over the lease tetime game bases as the lease income.

Operating lease payments are recognised as angxpethe income statement on a straight-line ks the lease
term.

(q) Trade and other payables

Trade payables and other payables represent fiabifor goods and services provided to the Graigr po the end of
the financial year that are unpaid and arise wher@roup becomes obliged to make future paymentspect of the
purchase of these goods and services. The amaengasecured and are usually paid within 30 daysadgnition.

(r) Provisions and employee leave benefits

Provisions are recognised when the Group has arturbligation (legal or constructive) as a reetith past event, it
is probable that an outflow of resources embodgicgnomic benefits will be required to settle thégation and

a reliable estimate can be made of the amounteobliigation. Where the Group expects some orfalmrovision to
be reimbursed, for example under an insurance acnthe reimbursement is recognised as a sepasée but only
when the reimbursement is virtually certain. Thpase relating to any provision is presented inrtbeme statement
net of any reimbursement.

Provisions are measured at the present value cligeament’'s best estimate of the expenditure requiredttle the
present obligation at the balance sheet dateeléffect of the time value of money is materiabvigions are
determined by discounting the expected future fas¥s at a pre-tax rate that reflects current maagsessments of
the time value of money and, where appropriaterittks specific to the liability. Where discountiisgused, the
increase in the provision due to the passage &f ismecognised as a finance cost.

Provision is made for long service leave and anlazale estimated to be payable to employees obasis of
statutory and contractual entitiements.

(s) Share-based payment transactions

In 2003 the Group provided benefits to employeab®iGroup in the form of share-based payment actimns,
whereby employees were granted rights over shagsify-settled transactions’) as part of theirasgaland incentive
scheme.

The Employee Share Option Plan is currently thg pkdn in place and no further options have beantgd since
2003. The cost of these equity-settled transactiotisemployees is measured by reference to thesédile of the
equity instruments at the date at which they aamtgd. The fair value is determined by managen&nguhe Black-
Scholes model.

In valuing equity-settled transactions, no accasitaken of any performance conditions, other tt@mditions linked
to the price of the shares of Headline Group Lithitenarket conditions’).

The cost of equity-settled transactions is recaghisogether with a corresponding increase in ggoiter the period
in which the performance conditions are fulfilledg vesting period), ending on the date on whiehréhevant
employees become fully entitled to the award (vestlate’).

The cumulative expense recognised for equity-skttnsactions at each reporting date until vestatg reflects (i)
the grant date fair value of the award (ii) the bemof awards that, in the opinion of the directfrthe Group, will
ultimately vest and (iii) the extent to which thesting period has expired. This opinion is formeddal on the best
available information at balance date. No adjustri'emade for the likelihood of market performacoaditions
being met as the effect of these conditions isuighet] in the determination of fair value at granteda
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

(s) Share-based payment transactions (continued)

No expense is recognised for awards that do niobatiely vest, except for awards where vesting red@g@mnal upon a
market condition.

Where the terms of an equity-settled award are fiealdias a minimum an expense is recognised as iferms had
not been modified. In addition, an expense is reisagl for any increase in the value of the tramsaes a result of
the modification, as measured at the date of mzadibn.

Where an equity-settled award is cancelled, itdated as if it had vested on the date of can@mllaand any expense
not yet recognised for the award is recognised idiately. However, if a new award is substitutedtfer cancelled
award, and designated as a replacement award alatbehat it is granted, the cancelled and newaaee treated as
if they were a modification of the original awagd;, described in the previous paragraph.

The dilutive effect, if any, of outstanding optiasgeflected as additional share dilution in tbenputation of diluted
earnings per share.

(t) Issued capital

Ordinary shares are classified as equity. Increateaists directly attributable to the issue of rehares or options are
shown in equity as a deduction, net of tax, fromghoceeds. Incremental costs directly attributébl&e issue of new
shares or options, or for the acquisition of a hes$, are included in the cost of the acquisit®paat of the purchase
consideration.

(u) Revenue

Revenue is recognised and measured at the faie wdlihe consideration received or receivable éoetktent that it is
probable that the economic benefits will flow te Broup and the revenue can be reliably measutedfallowing
specific recognition criteria must also be met bef@venue is recognised:

Sale of goods

Revenue is recognised when the significant risksrawards of ownership of the goods have pass#wtbuyer and
costs incurred or to be incurred in respect oftthesaction can be measured reliably. Risks andndsiare
considered passed to the buyer at the time thesgaaxk been despatched to the customer.

Interest

Revenue is recognised as the interest accrueg(t@reffective interest method, which is the thtd exactly
discounts estimated future cash receipts througletpected life of the financial instrument) to tiet carrying
amount of the financial asset.

Dividends
Revenue is recognised when the Group’s right teivegpayments is established.

Royalties
Revenue is recognised when the Company receivesyalty statement from the licensee.

(v) Income tax

Current tax assets and liabilities for the cur@emd prior periods are measured at the amount eeghéatbe recovered
from or paid to the taxation authorities basedrendurrent period’s taxable income. The tax ratektax laws used to
compute the amount are those that are enactedstasiively enacted by the balance sheet date.

Deferred income tax is provided on all temporaffedénces at the balance sheet date between thmses of assets
and liabilities and their carrying amounts for fieél reporting purposes.

Deferred income tax liabilities are recogniseddibtaxable temporary differences:

¢ inrespect of taxable temporary differences asgedtiaith investments in subsidiaries, associatesraerests in
joint ventures, except where the timing of the reakof the temporary differences can be contradied it is
probable that the temporary differences will naterse in the foreseeable future; and

e except where the deferred income tax liabilityesifom the initial recognition of goodwill or ofiasset or
liability in a transaction that is not a buess combination and that, at the time of the tretitsg affects neither
the accounting profit nor taxable profit os$o
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

(v) Income tax (continued)

Deferred income tax assets are recognised foedilictible temporary differences, carry-forward néised tax assets
and unused tax losses, to the extent that it isgirie that taxable profit will be available agawsich the deductible
temporary differences, and the carry-forward ofagiitax assets and unused tax losses can bedutilise

¢ inrespect of deductible temporary differences eissed with investments in subsidiaries, associatesinterests
in joint ventures, deferred tax assets are onlggeised to the extent that it is probable thatémeporary
differences will reverse in the foreseeable futumd taxable profit will be available against whibb temporary
differences can be utilised; and

e except where the deferred income tax asset relsditiige deductible temporary difference arises ftbeninitial
recognition of an asset or liability in artsaction that is not a business combination anheatime of the
transaction, affects neither the accountirgdifpnor taxable profit or loss.

The carrying amount of deferred income tax assats\iewed at each balance sheet date and redutieel ¢éxtent
that it is no longer probable that sufficient tabeaprofit will be available to allow all or part tfie deferred income
tax asset to be utilised.

Unrecognised deferred income tax assets are resassaseach balance sheet date and are recogmietléxtent that
it has become probable that future taxable prdfitallow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are orealsat the tax rates that are expected to apghetgear when the
asset is realised or the liability is settled, lobse tax rates (and tax laws) that have been ethactsubstantively
enacted at the balance sheet date.

Income taxes relating to items recognised dirdntlquity are recognised in equity and not in timbme statement.

Headline Group Limited and its wholly-owned Ausigial controlled entities have implemented the taxsotidation
legislation.

The head entity, Headline Group Limited and thetradied entities in the tax consolidated group aor to account
for their own current and deferred tax amounts. Gheup has applied the group allocation approaatetermining
the appropriate amount of current taxes and defaarees to allocate to members of the tax cons@leigroup.

In addition to its own current and deferred tax ants, Headline Group Limited also recognises threeoii tax
liabilities (or assets) and the deferred tax asmé$ing from unused tax losses and unused taxts@ssumed from
controlled entities in the tax consolidated group.

Assets or liabilities arising under tax fundingegments with the tax consolidated entities aregised as amounts
receivable from or payable to other entities in@reup.

Any difference between the amounts assumed andrampeceivable or payable under the tax fundingement are
recognised as a contribution to (or distributiconfi) wholly —owned tax consolidated entities.

(w) Other taxes

Revenues, expenses and assets are recognisedimeaofount of GST except:

e where the GST incurred on a purchase of goodsemites is not recoverable from the taxation autjon
which case the GST is recognised as part of theof@cquisition of the asset or as part of theegge item as
applicable; and

e receivables and payables which are stated witluth@unt of GST included.

The net amount of GST recoverable from, or paythléhe taxation authority is included as partexfaivables or
payables in the balance sheet.

Cash flows are included in the Cash Flow Stateroera gross basis and the GST component of cask #ioging

from investing and financing activities, which ecoverable from, or payable to, the taxation autyycare classified
as operating cash flows.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
(w) Other taxes (continued)

Commitments and contingencies are disclosed nisiecimount of GST recoverable from, or payabl¢h® taxation
authority.

(x) Earnings per share

Basic earnings per share is calculated as nettmtifibutable to members, adjusted to excludesco$tservicing
equity (other than dividends) divided by the wegghtaverage number of ordinary shares, adjustecrfgrbonus
element.

Diluted earnings per share is calculated as ndit @ttributable to members, adjusted for:

» costs of servicing equity(other than dividends);

» the after tax effect of dividends and interest aisged with dilutive potential ordinary shares thave been
recognised as expenses; and

» other non-discretionary changes in revenues orresgeeduring the period that would result from tihetidn of
potential ordinary shares;

divided by the weighted average numbers of ordirsdigres and dilutive potential ordinary sharesystdf for any

bonus element.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

In applying the Group’s accounting policies managettontinually evaluates judgements, estimatesaasdmptions
based on experience and other factors, includipgetions of future events that may have an impadhe Group.

All judgements, estimates and assumptions madébelieved to be reasonable based on the most cusetnof

circumstances available to management. Actual tesedhy differ from the judgements, estimates armliraptions.

Significant judgements, estimates and assumptioagdenby management in the preparation of these dialn
statements are outlined below:

i) SIGNIFICANT ACCOUNTING JUDGEMENTS
Recovery of deferred tax assets

Deferred tax assets are recognised for deductniparary differences as management considersttisprobable
that future taxable profits will be available tdlige these temporary differences.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Notes CONSOLIDATED PARENT ENTITY
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$'000 $'000 $'000 $'000
4. REVENUE
Revenue from sales of goods 11,588 5,966 - -
Interest received — external parties 517 309 467 305
Inter-company dividends received - - - 1,013
Total revenues from ordinary activities 12,105 6,275 467 1,318
5. OTHER INCOME
Profit on sale of property (Lisarow) 103 - - -
Write back of provision for royalty claims 255 - 246 -
Sundry Income 53 - - -
411 - 246 -
6. EXPENSES AND LOSSES/(GAINS)
(a) Expenses — continuing operations
Depreciation of non-current assets 199 22 17 6
Bad and doubtful debts
Trade debtors - other persons 110 120 - 100
Finance costs expensed
Interest expense - HP 2 - 2 -
Total finance costs expensed 2 - 2 -
Employee benefits expense
Wages and salaries 3,514 1,915 792 344
Workers compensation costs 91 16 - -
Superannuation costs 240 129 56 35
3,845 2,060 848 379
Forward foreign exchange contracts Loss/(Gain) 272 - - -
Rental — operating leases 264 205 - 72
(b) Significant Expenses
Fair value adjustment on foreign exchange forward
i 272 - - -
contracts outstanding
Restructuring expenses # 360 - - -
Impairment of assets held for sale 198 - - -
Provision for royalties claims 17 - 522 - 522
Impairment of investments in subsidiary companies - - - 2,058

# Included in ‘Restructuring expenses’ is inventerite down of $115,000 (2008: $Nil)
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CONSOLIDATED PARENT ENTITY
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$'000 $'000 $'000 $'000

7. INCOME TAX
Major components of income tax expense/(benefit) fo
30 June 2008 and 30 June 2009 :
Income Statement
Current income tax

Current income tax charge - 33 - 27

Relating to origination and reversal of temporary (315) 10 28 (63)

differences
Income tax expense/( benefit) reported in the ircom (315) 43 28 (36)
statement
Numerical reconciliation between aggregate tax
expense recognised in the income statement and tax
expense calculated per the statutory income tax rat
A reconciliation between tax expense and the prodfic
accounting loss before income tax multiplied by the
Group’s applicable income tax rate as follows:
Accounting loss before tax from continuing openasio

(1,878) (1,059) (650) (2,199)

Total accounting loss before income tax (1,878) (1,059) (650) (2,199)
At the Group’s statutory income tax rate of 30%0&0 (563) (318) (195) (660)
30%)
Non deductible expenses / (non assessable) items (206) 178 (171) 482
Other - 3 - -
Tax losses not brought to account 636 147 394 115
Adjustment to prior year tax accounts (182) 33 - 27
Aggregate income tax expense/(benefit) (315) 43 28 (36)
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
BALANCE SHEET INCOME STATEMENT

12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008

$'000 $'000 $000 $'000
7. INCOME TAX (continued)
Deferred income tay
Deferred income tax at 30 June 2009 relates téollmving
CONSOLIDATED
Deferred tax liabilities
E)a:lrszlaelzjﬁoilgjgstment to land and buildings clésgias held (79) (321) (242) i
Gross deferred tax liabilities (79) (321)
Deferred tax assets
Leave entitlements 86 106 20 2
Other employee related 11 28 17 (18)
Provision for doubtful debts 30 30 - (30)
Stock obsolescence and other accruals 42 14 (28) 79
Unrealised exchange loss 82 - (82) -
Gross deferred tax assets 251 178
Made up as follows:
Continuing operatior 251 17€
251 17¢
Deferred tavexpens/(benefit) (315 33
Aggregate deferred income tax expense is attributabl e to:
Continuing operatior (315 33
(315 33
PARENT
Deferred tax assets
Leave entitlements 18 17 1 (92)
Other employee related - 30 (30) ©)
Accruals and other 17 16 1 (55)
Gross deferred tax assets 35 63
Transfer of deferred tax asset to subsic 187
Deferred tax income/(expense) (28) 33
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

7. INCOME TAX (continued)
Tax losses

Headline Group Limited management are yet to deternvhether the losses will be available as theysabject to passing either the
continuity of ownership or same business testriait@s outlined in the Income Tax Assessment Act.

The Australian tax consolidated group has approtém#&14 million of tax losses ($4.2 million taxXedted).

TAX CONSOLIDATION

Headline Group Limited and its 100% owned subsi€saare a tax consolidated group. Members of theghave entered into a
tax sharing arrangement in order to allocate inctarexpense to the wholly owned subsidiaries erbtisis as if they were
individual tax entities.

8. ASSETS AND LIABILITIES HELD FOR SALE

a) Details of operations disposed

One property at Lisarow (Gosford, NSW) was sol@®08. The remaining property is included in theséts classified as Held for
Sale’ and is expected to be sold in the next 12thsm\n impairment charge of $198,000 was recoghikging the year to align
the carrying value of the asset with its fair valless cost to sell.

The major classes of assets and liabilities as at :

30 June 2009 30 June 2008
$'000 $'000
Assets
Land & Buildings 1,775 4,622
Other assets 29 14
Cash and cash equivalents 1 17
Assets classified as held for sale 1,805 4,653
Liabilities
Trade and other payables 5 44
Deferred tax liabilities 79 321
Liabilities directly associated with 84 365

assets classified as held for resale
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009

9. DIVIDENDS PAID
Dividends paid during the year

Franking credit balance

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

Franking account balance as at the end of thedinbn
year at 30% (2008: 30%)

Franking debits that will arise from the refund of
income tax payable as at the end of the finan@at y

10. CASH AND CASH EQUIVALENTS
Cash at bank and in hand

Deposits at call

Cash at bank and in hand earns interest at floaditeg
based on daily deposit rates and fixed interest

The fair value of cash and cash equivalents is
$9,631,000 ( 2008: $7,137,000)

Reconciliation of cash to cash flow statement

For the purposes of the cash flow statement, cagh a
cash equivalents comprise the following at 30 June
2009

Cash at bank and in hand

Cash at bank and in hand attributable to discontinue
operations ( note 8)
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CONSOLIDATED PARENT ENTITY
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$'000 $'000 $'000 $'000
2,996 2,996
2,996 2,996

30 June 2009 30 June 2008 30 June 2009 30 June 2008

$'000 $'000 $'000 $'000

1,031 1,137 901 758
8,600 6,000 8,600 6,000
9,631 7,137 9,501 6,758
9,631 7,137 9,501 6,758
9,631 7,137 9,501 6,758

1 17 - -
9,632 7,154 9,501 6,758
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CONSOLIDATED PARENT ENTITY
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$000 $'000 $'000 $'000

10. CASH AND CASH EQUIVALENTS (continued)

Reconciliation of the net loss after tax to the natash

flows from operations
Net loss after tax (1,563) (1,102) (678) (2,163)
Depreciation of non-current assets 199 22 17 6
Gain on sale of properties (103) - - -
Impairment change on assets held for sale 198 - - -
Impairment of inter-company investment - - - 2,058
Doubtful debts - 100 - -
Transfer interest received to investing cash flows (517) (309) (467) (305)
Inter-company dividends - - - (2,013)
Fair value adjustment on foreign exchange contracts 272 - - -

outstanding

Other non-cash items 10 29 - -
Changes in assets and liabilities
(Increase)/decrease in trade receivables 863 1,520 129 4,262
(Increase)/decrease in inventory 584 (768) - 836
(Increase)/decrease in tax asset 109 - 109 -
(Increase)/decrease in deferred tax asset (73) 10 28 (63)
(Increase)/decrease in prepayments / sundry debtors (115) 57 (61) 159
(Decrease)/increase in trade and other payables 6 (574) 391 (1,378)
(Decrease)/increase in provisions (317) 504 (248) 201
(Decrease)/increase in deferred tax liability (242) - - -
Net cash flow from operating activities (689) (511) (780) 2,600

The consolidated entity and the parent entity Herek bills/letter of credit facility.
Financing facilities available

At reporting date, the following financing faciés had
been negotiated and were available:

Total facilities

Bank overdraft - 900 - 900
Trade finance - 200 - 200
Standby bank bills - 2,300 - 2,300

Non-cash financing and investing activities

During the year the consolidated entity and thepiaentity did not acquire any plant and equipninivay of finance leases except
for a motor vehicle under hire purchase facility.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Notes CONSOLIDATED PARENT ENTITY
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$'000 $'000 $'000 $'000
11. TRADE AND OTHER RECEIVABLES
(CURRENT)

Trade receivables 2,054 2,955 - 229
Provision for impairment of trade receivables (@) (100) (138) - (100)

1,954 2,817 - 129
Loans (b) 500 775 500 775
Sundry Debtors 152 - 60 -
Loan to controlled entities (wholly owned) - - 1,144 4,198

2,606 3,692 1,704 5,102

(@) Allowance for impairment loss for continuing operatons

Trade receivables are non-interest bearing andarerally on 30 day terms except for some who ar@0s90 day terms. A provision
for impairment loss is recognised when there igctbje evidence that an individual trade receivabienpaired. An impairment loss
of $110,000 (2008: $120,000) has been recognisedebroup and $ Nil (2008: $100,000) by the Comparthe current year.
During the year the trade debtors amounting to ¥idMwere considered fully impaired and writteredily to the Income Statement.
The amount has been included in the administratiqenses item.

Movements in the provision for impairment loss waseollows:

Consolidated Parent
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$'000 $000 $'000 $'000
Opening balance 138 18 100 18
Amounts charged/(written back) during the year 110 120 - 100
Utilised during the year (148) - (100) (18)
Closing balance 100 138 - 100
As at 30 June 2009, the ageing analysis of trackivables is as follows:
Total 0-30 31-60 31-60 61-90 61-90 +91 +91
days days days days days days days
PDNI* PDNI* PDNI* CI*
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
2009 Consolidated 2,054 1,109 50 337 49 222 187 100
Parent - - - - - - - -
2008 Consolidated 2,955 614 35 673 37 669 789 138
Parent 229 - - - - - 129 100

* Past due not impaired (‘PDNI’)
Considered impaired (‘CI’)

Receivables past due but not considered impairecCamesolidated $746,000 (2008: $2,131,000); Pareit $2008: $129,000).
The Company has been in direct contact with thevasliedebtor and is satisfied that payment will éeeived in full.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009

11. TRADE AND OTHER RECEIVABLES (continued)

(b) Loans

The loan for 2009 represents loan given to the eedf the Kids Central business ( refer to note B¢ Loan is repayable on
demand and carries an interest rate equal to Weststandard variable home loan rate per annumotitstanding amounts under
the loan is expected to be recovered in the fotigwear on acquisition of the Kids Central business

The loan for 2008 of $775,000 represents the dederonsideration receivable towards the Centraidstaettlement and was
received during the year.

Other balances within trade and other receivabbesad contain impaired assets and are not past iexpected that these
other balances will be received when due.

CONSOLIDATED PARENT ENTITY
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$'000 $'000 $'000 $'000
12. INVENTORIES (CURRENT)
Finished goods 1,020 1,604 - -
1,020 1,604 - -
13. OTHER ASSETS (CURRENT)
Prepayments 45 83 1 -
Other ) 14 ) )
45 97 1 -
14. INVESTMENTS IN CONTROLLED
ENTITIES (NON-CURRENT)
Investments comprise:
Shares in controlled entities — unlisted at cost - - 9,901 14,993
Less provision for impairment - - (6,001) (11,093)
) ) 3,900 3,900
. . Country of Percentage of equity INVESTMENT
(a) Investment in controlled entities incorporation interest held by the

consolidated entity
30 June 30 June 30 June 30 June

2009 2008 2009 2008
% % $'000 $'000
Skansen Pty Limited Australia 100 100 3,900 3,900
BK Online Pty Limited Australia 100 - - -
RPA Plastics Pty Limited # Australia n/a 100 - 655
Mastertech Pty Limited # Australia n/a 100 - 3,840
A.C.N. 000 950 649 Pty Limited Australia 100 100 6,047 6,047
XTenInnovations Pty Limited # Australia n/a 100 - 597
Dodo Holdings Pty Limited Australia 100 100 - -
Skansen Giftware (UK) UK 100 100 - -
9,947 15,039
Less
Consolidation elimination (46) (46)
Provision for impairment (6,001) (11,093)
# Theses controlled entities were deregistered dugn 3,900 3,900
the year
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CONSOLIDATED PARENT ENTITY
30 June 2009 30 June 2008 30 June 2009 30 June 2008

$'000 $'000 $'000 $'000
15. PROPERTY, PLANT AND EQUIPMENT (NON-
CURRENT)

Plant and equipment

At cost 1,617 1,508 61 35

Accumulated depreciation (1,096) (925) (25) 14)
Total written down value 521 583 36 21
Assets

Included in “Assets classified as held for sale”féR&lote 8(a)) are Freehold Land and Buildings.

Reconciliations of the carrying amount of fixed ass
the beginning and end of the current financial year

Plant and equipment

Carrying amount at beginning 583 306 21 306
Additions 159 643 40 -
Disposals (22) (344) (8) (279)
Depreciation expense 6 (199) (22) a7) (6)

521 583 36 21

16. TRADE AND OTHER PAYABLES (CURRENT)

Trade Payables 962 854 - -
Other Payables 187 250 206 339
Loan from controlled entities (wholly owned) - - 524 -

1,149 1,104 730 339

Australian dollar equivalent of amounts payable in
foreign currencies not effectively hedged:

US Dollars 293 221 - -
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009

17. PROVISIONS
Current employee benefits

Disputed royalties claims (a)

Non-current employee benefits

CONSOLIDATED
30 June 2009 30 June 2008

Notes

PARENT ENTITY
30 June 2009 30 June 2008

$'000 $000 $000 $'000
214 260 62 56
- 522 - 522
214 782 62 578
83 99 - -
83 99 - -

‘a) On 19 August 2008, Headline received a claim fromAustralian Mechanical Copyright Owners Societyitéd for an amount of
$522,000. The claim was due to AMCOS’s audit coneticin Destra Limited who purchased our EntertamriBvision on 30

September 2006.

Responsibly, a provision was recognised for thiswarhe the June 2008 results.

In October 2008, the claim was settled at $267,38% resulted in a write back of $254,667 from pinevision account.

(b) Movement in provision

Movements in each class of provision during tharfitial year, other than employee benefits, arewggbelow

Consolidated - Disputed royalties claims

Carrying amount at the start of the year
Amount provided during the year

Amount paid

Amount written back to Income Statement

Carrying amount at the end of year

18. DERIVATIVE FINANCIAL INSTRUMENTS
(CURRENT)

Forward foreign exchange contracts Loss/(Gain)
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2009 2008
$'000 $000
522 -

- 522
(267) -
(255) -

- 522

CONSOLIDATED

PARENT ENTITY

12 Months 6 Months 12 Months 6 Months
30 June20C9 30 June 20C 30 June20C9 30 June 20C
$'000 $'000 $'000 $'000
272 - - -
272 - - -
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Notes CONSOLIDATED PARENT ENTITY
30 June 2009 30 June 2008 30 June 2009 30 June 2008

$'000 $'000 $'000 $'000
19. ISSUED CAPITAL
(a) ISSUED AND FULLY PAID
- 119,690,390 ordinary shares fully paid
(2008: 119,690,390) 31,001 31,001 31,001 31,001
(b) MOVEMENT IN SHARES ON ISSUE
12 Months 30 June 2009 6 Months 30 June 2008
Number of $000 Number of $'000
shares shares
Beginning of the financial year 119,690,390 31,001 120,045,847 31,050
Share buy-back 0] - - (355,457) (49)
End of the financial year 119,690,390 31,001 119,690,390 31,001

(i) Share buyback plan announced 13 April 2007 @mtix 3C).

(c) NATURE AND PURPOSE OF RESERVES
Share options

The share option reserve is used to record thealequity benefits provided to vendors of busines part of the sale. Refer to
note 23 for further details.

Foreign currency translation reserve

The foreign currency translation reserve is useg@d¢ord exchange differences arising from the tegios of the financial
statements of foreign subsidiaries.

(d) TERMS AND CONDITIONS OF CONTRIBUTED EQUITY
Ordinary Shares

Ordinary shares have the right to receive divideasldeclared and, in the event of winding up the @y, to participate in the
proceeds from the sale of all surplus assets ipgtmn to the number of and amounts paid up oneshiaeld.

Ordinary shares entitle their holder to one voitikee in person or by proxy, at a meeting of the @any.
There is no limited amount of Authorised Capital.

(e) SHARE OPTIONS

During the year, 750,000 options lapsed (note 23).
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
20. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comgprisceivables, payables, bank loans and overdcafts, and short-term
deposits and forward foreign exchange contractsv@®re financial instruments). These activitieese the Group to a variety
of financial risks: market risk (including currendgk, interest rate risk), credit risk and liquidrisk.

The Directors manage the different types of riska/hich it is exposed by considering risk and maririty levels of exposure to
interest rate and foreign exchange risk and bygaware of market forecasts for interest rate aneign exchange. Ageing
analyses and monitoring of specific credit allonesare undertaken to manage credit risk, liquidity is monitored through
general business budgets and forecasts.

The Group and the Parent entity hold the followfingncial instruments:

Consolidated

Entity Fixed interest  Floating interest Non interest bearing Total
rate rate

2009 2008 2009 2008 2009 2008 2009 2008

$000 $000 $000 $000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash 8,600 6,000 1,032 1,014 - 140 9,632 7,154
equivalents
Trade debtors - - - - 2,113 2,817 2,113 2,817
Loans - 775 500 - - - 500 775
Financial Assets 8,600 6,775 1532 1,014 2,113 2,957 12,245 10,746
Financial liabilities
Borrowings 27 - - - - - 27 -
Derivative financial
instruments - - - - 272 - 272 -
Trade and other
payables - - - - 1,149 1,104 1,149 1,104
Financial Liabilities 27 - - - 1,421 1,104 1,448 1,104
Net Exposure 8,573 6,775 1,532 1,014 692 1,853 10,797 9,642

Parent entity

Fixed interest  Floating interest Non interest bearing Total
rate rate
2009 2008 2009 2008 2009 2008 2009 2008

$000 $000 $000 $000 $'000 $'000 $'000 $'000
Financial assets
Cash and cash 8,600 6,000 901 758 - - 9,501 6,758
equivalents
Trade and other - - - - 60 129 60 129
receivables
Loans - 775 500 - - - 500 775
Financial assets 8,600 6,775 1,401 758 60 129 10,061 7,662
Financial liabilities
Borrowings 27 - - - - - 27 -
Trade and other
payables - - - - 206 339 206 339
Financial liabilities 27 - - - 206 339 233 339
Net Exposure 8,573 6,775 1,401 758 (146) (210) 9,828 7,323
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
20. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (conti nued)

Risk Exposures and Responses

Interest rate risk
The Group’s exposure to market interest rateseglatimarily to the Group’s short term depositsihel

Sensitivity analysis

The following sensitivity analysis is based on ititerest rate risk exposures in existence at thenba sheet date.

Management considers the below movements in inteass to have a material impact on the Group&rést rate
exposure.

At as 30 June 20009, if interest rates had moveilluagrated in the table below, with all other iadoles held constant,
loss and equity would have been affected as follows

Consolidated entity Parent entity
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$'000 $'000 $'000 $'000
If interest rates were 1% higher 77 36 75 34
If interest rates were 1% lower 77) (36) (75) (34)

Foreign currency risk
The Group has transactional currency exposures &xmosure arises from purchases by Skansen Pin cuttrencies other than
the unit’'s measurement currency.

The Group’s exposure to foreign currency risk a30afune 2009 is as follows:

12 Months 6 Months
30 June 2009 30 June 2008
$'000 $'000
Forward exchange contracts (by foreign currendy$b 1,045 218
Trade Payables — USD 293 221
1,338 439

Group Sensitivity

Based on the financial instruments held as at 3@ 2009, had the Australian Dollar weakened or gtfeened by 10% against the
US Dollar with all other variables held constaht Group’s post-tax loss and equity for the yeaunld/dave been higher or lower
by $154,000 and $140,000 respectively.

Foreign currency contracts as at 30 June 2008 fivard haturity periods and hence no sensitivity gsialhas been provided as the
exposure was insignificant.

Management considers the above movements in fooeigency rates to have a material impact on treu@s
foreign currency risk exposure.

Credit Risk

Credit risk arises from the Group’s cash and casiivatents, deposits with banks as well as credibsure to wholesale and
independent retail customers.

The Group trades only with recognised, creditwotttigd parties.

It is the Group policy that all customers who wigtirade on credit terms are subject to creditfication procedures. In addition,
receivable balances are monitored on an ongoing.beE®e Group’s exposure to bad debts is not sigamf.

The Group’s exposure to credit risk is detailethie applicable note.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
20. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (conti nued)

Liquidity risk
The Group’s objective is to maintain sufficient Bafle funding to meet its operational commitmeamsl acquisitions that may
arise. The need for available funds is monitoreduph the preparation and maintenance of fututangotash flow forecast.

The Group’s financial liabilities as at balanceededmprise of trade payables and foreign curreoiydrd contracts; and under
the agreed terms, they are payable within 3 mooithslance date.

Fair values
All assets and liabilities recognised in the baéaskeet, whether they are carried at cost orratdhie, are recognised at amounts
that represents a reasonable approximation of&ires unless otherwise stated in the applicaktiesno
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

Notes CONSOLIDATED PARENT ENTITY
12 Months 6 Months 12 Months 6 Months
30 June20C9 30 June 20C 30 June20C9 30 June 20C
$'000 $'000 $'000 $'000
21. ACCUMULATED LOSSES
Balance at the beginning of the financial year (15,411) (14,309) (16,099) (13,936)
Loss for the year / period (1,563) (1,102) (678) (2,163)
Share based options cancelled and other adjustments 134 - 134 -
Total available for appropriation (16,840) (15,411) (16,643) (16,099)
Dividends paid 9 - - - -
Balance at end of the financial year
(16,840) (15,411) (16,643) (16,099)
22. COMMITMENTS AND CONTINGENCIES
(@) Lease expenditure commitments
Operating Leases
- not later than one year 296 225 296 225
- later than one year and not later than fivegea 466 762 466 762
- aggregate lease expenditure contracted for at
balance date 762 987 762 987
(b) Lease expenditure commitments
Financial Leases
- not later than one year 11 - 11 -
- later than one year and not later than fiverye 16 - 16 -
- aggregate lease expenditure contracted for at 27 - 27 -
balance date
(c) Remuneration commitments
Commitments for the payment of salaries and
other remuneration under long term employment
contracts in existence at the reporting date btit no
recognised as liabilities payable:
- not later than one year 835 835 835 835
- later than one year and not later than fivarye - - - -
835 835 835 835
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
23. SHARE OPTIONS

No options were granted during the reporting year
12 Months
30 June 2009

Exercise price

6 Months
30 June 2008

Exercise price

62 cents 62 cents
Balance of options issued at beginning of year 750,000 750,000
Lapsed (750,000) -
Balance of options issued at end of year - 750,000
Options exercisable at beginning of year 750 000 750.000
Lapsed (750,000) -
Options exercisable at end of year _ 750.000

Details of options

Options exercisable at 62 cents
. Granted 11 November 2003
. No dividend or voting rights

. Vesting 50%; 30 June 2004; 25% 30 June 2005; af6 3B June 2006

. Expiry date 11 November 2008

. Under the Black Scholes model the fair value ofdptions was valued at 18 cents

. Dividend yield 4%

. Expected volatility 50.0%

. Risk-free rate 5.0%

. Expected life 5 years

. Option exercise price 62 cents

. Share price at date of grant 54 cents

There have been no conversions before the expiey da
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008

000’s 000’s EPS EPS
24. EARNINGS PER SHARE
Basic earnings per share
(a) Net loss from continuing operations (1,563) ($1,102) (1.31c) (0.92c)
(b) Net loss attributable to members of Headlineupr (1,563) ($1,102) (1.31c) (0.92c)
Limited
(c) Weighted average number of ordinary sharethfnsands)
on issue used in the calculation of basic earngegshare 119,690 119,929
Diluted earnings per share
(d) Net loss from continuing operations (1,563) ($1,102) (1.31c) (0.92c)
(e) Net loss attributable to members of Headlineupr (1,563) ($1,102) (1.31c) (0.92c)
Limited
(f) Weighted average number of ordinary sharesh@usands)
on issue used in the calculation of diluted earsipgr share 119 690 119,929
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

25. KEY MANAGEMENT PERSONNEL

Details of directors and key management personnel

(i) Directors
G Elkington
B Dennison
G Choo
J Fox
R Montgomery

(i) Key management personnel

| Gordon

Key management compensation

Executive Chairman
Managing Director

Executive Director / Chief Financial Officer

Chairman (resigned in July 2008)

Non-Executive Director (resigned iny\2909)

Company Secretary

Detailed remuneration disclosures are providedectisns A — E of the Remuneration Report on paged B —

CONSOLIDATED PARENT
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$ $ $
Short-term employee benefits 407,082 716,967 407,082
Post-employment benefits 27,545 54,599 27,545
Non-monetary benefits 5,000 20,000 5,000
439,627 791,566 439,627
Shareholdings in Headline Group Ltd of directors andkey management personnel
Balance as Granted as Options Net change  Balance at
at 1 July remuneration exercised other 30 June
2008 2009
Directors
G Elkington 6,170,000 - 1,639,846 7,809,846
B Dennison - - 13,959,154 13,959,154
G Choo 100,000 - (17,433) 82,567
J Fox (resigned in July 2008) 213,188 - - N/A
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

CONSOLIDATED PARENT ENTITY
12 Months 6 Months 12 Months 6 Months
30 June 2009 30 June 2008 30 June 2009 30 June 2008
$ $ $ $
26. AUDITORS’ REMUNERATION
Amounts received or due and receivable by the arglit
of Headline Group Limited for:
— an audit or review of the financial report of grity
and any other entity in the consolidated entity 94,359 45,000 94,359 45,000
— other assurance services in relation to theyeatit
any other entity in the consolidated entity 5,106 4,000 5,106 4,000
99,465 49,000 99,465 49,000

27. RELATED PARTY DISCLOSURES

(a) The directors of Headline Group Limited during fimancial year were:
G Elkington
B Dennison (appointed in July 2008)
G Choo
J Fox (resigned in July 2008)
R Montgomery (appointed in July 2008 & resigned iayhM2009)
(b) Interests in subsidiaries are shown in Note 14.
(c) Headline Group Limited is the ultimate parentity.

(d) The following related party transactions ocedrduring the financial year. All were on normairgnercial terms and
conditions unless stated otherwise:

(i) Transactionswith related partiesin wholly-owned group

1. Loans made by Headline Group Limited to controléedities (wholly-owned) repayable on demand $1,0@@,(2008:
$4,198,000); and

2. Loans made to Headline Group Limited by controléadities (wholly-owned) repayable on demand $52@,Q2008:
$Nil).

(i) Transactions with director-related entities.

There were no transactions with director-relatetities up to 30 June 2009.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

28. SEGMENT INFORMATION

Primary segment
Year ended 30 June 2009

Business Segments

REVENUE
Sales to external customers
Other income

Unallocated revenue

Total segment revenue

RESULT

Segment result

Unallocated revenue less unallocated expenses
Consolidated entity result

Income tax (expense)/benefit

Net profit/(loss) for the year

Assets
Segment assets

Unallocated assets
Total assets
Liabilities

Segment liabilities

Unallocated liabilities
Total liabilities

Other segment information
Capital expenditure
Depreciation

Giftware

$'000
11,588

Property
$'000

160

Others

$'000

Total

$'000
11,588
160

11,588

160

11,748
768

12,516

(1,182)

(696)

(1,878)
315

(1,563)

1,805

5,730

5,730
10,149

15,879

1,258

571

1,829

Fair value adjustment on foreign exchange forwantracts

outstanding
Impairment of assets held for sale
Restructuring expenses
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
28. SEGMENT INFORMATION (continued)

6 Months 30 June 2008

Business Segments

Giftware Property Others Total
REVENUE $'000 $'000 $'000 $'000
Sales to external customers 5,966 - - 5,966
5,966 - - 5,966

Unallocated revenue - - - 309
Total segment revenue ) ) ) 6,275
RESULT
Segment result 194 (38) - 156
Unallocated revenue less unallocated expenses - - - (1,215)
Consolidated entity result - - - (1,059)
Income tax (expense)/benefit - - - (43)
Net profit/(loss) for the year - - - (1,102)
Assets and liabilities
Segment assets 5,324 4,653 - 9,977

- - - 9,977
Unallocated assets - - - 7,976
Total assets - - - 17,953
Segment liabilities 1,069 365 - 1,434

- - - 1,434
Unallocated liabilities - - - 916
Total liabilities - - - 2,350
Other segment information
Capital expenditure 363 - - 363
Depreciation 64 22 6 92

Secondary Segment

Headline Group Limited and its subsidiaries opepagglominantly in one geographical area, being raliat except Skansen
Giftware (UK) Limited which operates in the Unit&éhgdom. The entity does not meet the requiremehtsseparate reportable
segment.

29. CAPITAL MANAGEMENT STRATEGY

Headline Group and its subsidiaries objectives whanaging capital are to safeguard their abilitgdntinue as a going concern,
so that they can continue to provide returns toedi@ders, benefits to other stakeholders and fataia an optimal capital
structure to reduce the cost of capital. Therenarexternally imposed capital requirements.

In order to maintain or adjust the capital struetihe Group may adjust the amount of dividendd frashareholders, issue new
shares or sell assets to reduce debt. Consisteitfiythers in the industry, Headline Group monitcaipital on the basis of the
gearing ratio.

During the year, the Group’s strategy has beerotdacarrying any debt in its balance sheet whieals unchanged from last year.

30. EVENTS SUBSEQUENT TO REPORTING DATE

Effective on 20 August 2009 the Company entered @nbusiness combination whereby it acquired 67%hefissued capital in
Skansen KCG Pty Limited (“Skansen KCG”). Skansen KE& mewly formed company set up to acquire the Beinis business
of the Company and the Kids Central/Early Learningtféehusiness which is a leading retailer in theeRes and children’s
fashion and toys retail segment.
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2009
30. EVENTS SUBSEQUENT TO REPORTING DATE (continued)

The acquisition involves:

1)

2)

3)

4)

Skansen Pty Limited (“Skansen”) the wholly owrsetbsidiary of the Company and operator of the Bekiue business
selling the Beanie Kids assets and business fohdonsideration of $4.5 million, which is to betisfied by issue of 4.5
million shares in Skansen KCG Pty Limited to Skanse

Get to Know Pty Limited, The Kids Department r@tdPty Limited, Early Learning Centre (Australia)yRitd, Early
Learning Centre (Systems) Pty Limited, Michael Levdamp Media Pty Limited and Early Learning Centranited (New
Zealand) (collectively known as the “KDS Group” “dendors”), the vendors of the Kids Central /EdtBarning Centre
business selling the Kids Central/Early Learning @eatsets and business for a total considerati&d.abmillion, which
is to be satisfied by the issue of 1.65 millionrsisaat $1 each in Skansen KCG and the issue of§ilidn in redeemable
convertible notes. Each convertible note is coriviertat the option of the note holder into one shiarSkansen KCG and
carries an interest rate of Westpac variable harae rate plus 3%. The notes will be secured by avdixed and floating
charge over all the assets of the Company.

Headline Group Limited to subscribe for $4.0limil in redeemable convertible notes in Skansen KOt Convertible
notes will carry a coupon rate of Westpac varidigene loan rate plus 3% and are convertible into grage in Skansen
KCG at the option of Headline Group Ltd. Any intdreststanding on the Convertible note may be coedeirtto 50%
equity and the balance satisfied in cash. The neilebe secured by way of fixed and floating cheuayer the assets of the
Company and rank ahead of the convertible notesdssuKDS Group above.

Both Headline Group Limited and the KDS Grouperee an option to invest a further $3 million andl illion
respectively on the same terms as the original edilve notes.

Completion of the transaction is subject to certmimpletion conditions. The ultimate fair value et identifiable assets acquired
and resulting goodwill /intangible assets by Skarl$€G are not able to be determined at the datkistatement as completion
adjustments are yet to be finalised.

Apart from the matter above, no other matters mruohstances have arisen since the end of year velclificantly affected the
operations of the consolidated entity, the resuflthose operations or the state of affairs ofdbiesolidated entity in the financial
year subsequent to 30 June 2009.
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Headline Group Limited and Controlled Entities

DIRECTORS’ DECLARATION

The directors of Headline Group Limited declard:tha

@) in the directors’ opinion the financial stateiiseand notes on pages 19 to 55, and the remwreitclosures that are
contained in the Remuneration report in the Dinsttoeport, set out on pages 8 to 11, are in aeccmel with the

Corporations Act 2001, including:

@) giving a true and fair view of the company’s ane tlonsolidated entity’s financial position as atJ@@e 2009 and
of their performance, for the financial year endadhat date; and
(i) complying with Australian Accounting Standards [imting the Australian Accounting Interpretations)dahe
Corporations Regulations 2001.
(b) the financial report also complies with Intéromal Financial Reporting Standards as disclosetbte 2 (c¢); and
(c) (d) there are reasonable grounds to belieatetie company will be able to pay its debts asvemeh they become due and payable.

The directors have been given the declarationkédghief executive officer and chief financial offi for the financial year ended 30
June 2009, required by Section 295A of the CormratAct 2001.

Signed in accordance with a resolution of the thmsc

Gordon Elkington
Executive Chairman

30 September 2009
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PK

Chartered Accountants
& Business Advisers

INDEPENDENT AUDITOR'’'S REPORT
To the members of Headline Group Limited
Report on the Financial Report

We have audited the accompanying financial report of Headline Group Limited, which comprises the
balance sheet as at 30 June 2009, and the income statement, statement of changes in equity and cash flow
statement for the year ended on that date, a summary of significant accounting policies and other
explanatory notes and the directors’ declaration for both Headline Group Limited (‘the Company’) and of the
consolidated entity. The consolidated entity comprises the Company and the entities it controlled at the year
end or from time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report
in accordance with Australian Accounting Standards (including the Australian Accounting Interpretations)
and the Corporations Act 2001. This responsibility includes establishing and maintaining internal controls
relevant to the preparation and fair presentation of the financial report that is free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances. In Note 2 (c), the directors also
state, in accordance with Accounting Standard AASB 101 Presentation of Financial Statements, that
compliance with Australian Equivalents to International Financial Reporting Standards ensures that the
financial report, comprising the financial statements and notes, complies with International Financial
Reporting Standards.

Auditor’'s Responsibility

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

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

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

Tel: 61 2 9251 4100 | Fax: 61 2 9240 9821 | www.pkf.com.au

PKF | ABN 83 236 985 726

Level 10, 1 Margaret Street | Sydney | New South Wales 2000 | Australia
DX 10173 | Sydney Stock Exchange | New South Wales

The PKF East Coast Practice is a member of the PKF International Limited network of legally independent member firms. The PKF East Coast Practice is also a member of the
PKF Australia Limited national network of legally independent firms each trading as PKF. PKF East Coast Practice has offices in NSW, Victoria and Brisbane. PKF East Coast
Practice does not accept responsibility or liability for the actions or inactions on the part of any other individual member firm or firms.

Page 57

Liability limited by a scheme approved under Professional Standards Legislation.



PKF

Independence

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

Auditor’'s Opinion
In our opinion

€)) the financial report of Headline Group Limited is in accordance with the Corporations Act 2001,
including:

i) giving a true and fair view of the Company’s and consolidated entity’s financial position as at 30
June 2009 and of its performance for the year ended on that date; and

i) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001.

(b) the financial report also complies with International Financial Reporting Standards as disclosed in
Note 2(c).

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 8 to 11 of the directors’ report for the year
ended 30 June 2009. The directors of the company are responsible for the preparation and presentation of
the Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our responsibility
is to express an opinion on the Remuneration Report, based on our audit conducted in accordance with
Australian Auditing Standards.

Auditor’s Opinion

In our opinion the Remuneration Report of Headline Group Limited for the year ended 30 June 2009,
complies with section 300A of the Corporations Acts 2001.

il
fame

John Bresolin
Partner

30 September 2009
Sydney
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

SHAREHOLDER INFORMATION
FOR THE YEAR ENDED 30 JUNE 2009

Additional information required by the Australiato8k Exchange Limited not shown elsewhere in tafort is as follows:

The information is current as at 22 July 2009
1. Substantial shareholders

Shareholder

ANZ Nominees Limited

B Dennison

Clime Investment Management Ltd

Black Mountain Corp. P/L / G Palumbo and M Williams
Cobarm P/L / G & J Elkington

D Edwards

2. Securities subject to voluntary escrow:
Nil
1. Statement of shareholdings

Shareholder

ANZ Nominees Limited

B Dennison

Clime Investment Management Ltd

D Edwards

Cobarm Pty Limited

G Palumbo

M Williams

Equipment Company of Australia P/L
UBS Wealth Management Australia Nominees P/L
Contemplator Pty Ltd

KP & NR Investments P/L

Wavet Fund No 2 P/L

D & M Schwartz

Oasys Australia P/L

G & J Elkington

RBC Dexia Investor Services Australia Nominees P/L
JW & M Laurie

G Elkington

| Schwartz

The Sports Café (Australia) P/L

R Smyth

Proportion held by 20 largest holders
Number of shareholders holding less than a marletsdrcel

Shareholder spread ordinary shares

1 - 1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 - Over

4. Voting rights
Ordinary shares - carry one vote per shareouithestriction.
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Shares

16,681,650
13,959,154
11,536,692
,1%5,000
7,809,846
6,000,000

20 largest
shareholders
ordinary shares
No. of shares
16,681,650
13,959,154
11,536,692
6,000,000
5,136,792
3,950,000
3,950,000
3,890,508

2,568,0

2,500,000
2,051,428
2,000,000
1,950,843
1,538,461
1,349,202
90,243
1,201,050
900,000
822,278
800,000
800,000

84,861,278

70.9%

No. of holders
42

171

129

380

98

820

%

13.9
11.7
9.6
6.8
6.5
5.0
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HEADLINE GROUP LIMITED & CONTROLLED ENTITIES

DIRECTORY

DIRECTORS

Gordon Elkington
Executive Chairman

Brent Dennison
Managing Director

George Choo
Executive Director / Chief Financial Officer

lan Gordon
Company Secretary

HEAD OFFICE

Headline Group Limited ( ACN 060 199 082)
Lot 3 Ground Floor

23-29 South Street

Rydalmere NSW 2116

Telephone 02 9890 6041
Facsimile 02 9684 2801
www.headlinegroup.com.au

REGISTERED OFFICE

Headline Group Limited
Level 10

68 Pitt Street

Sydney NSW 2000

Telephone 02 9230 0808
Facsimile 02 9230 0807

SHARE REGISTRY

Computershare Investor Services Pty Limited
Level 3

60 Carrington Street

SYDNEY NSW 2000

Telephone 02 8234 5000
Facsimile 02 8234 5050
www.computershare.com

AUDITORS

PKF

Chartered Accountants & Business Advisors
Level 10

1 Margaret Street

SYDNEY NSW 2000

HEADLINE GROUP COMPANIES
Skansen Giftware (ACN 128 276 175)
Lot 3 Ground Floor & Level 2 West
23-29 South Street

Rydalmere NSW 2116

Telephone 02 9890 6000
Facsimile 02 9890 6044
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