Billabong International Limited Financial report ended 30 June 2009

Appendix 4E

Preliminary final report

Name of entity
BILLABONG INTERNATIONAL LIMITED

ABN Financial year ended
[17 084 923 946 [30 JUNE 2009 |

Comparative Financial year ended
[ 30 JUNE 2008 |

Results for announcement to the market

Results $A'000

Revenues from continuing operations Up 23.6% to 1,674,434

Profit from ordinary activities after tax attributable to

members Down  13.3% to 152,839

Net profit for the period attributable to members Down 13.3% to 152,839

Dividends Amount per | Franked amount | Tax rate for
security per security franking

Current period — 2009

Final dividend — payable on 23 October 2009 18.0¢ 9.0¢ 30%

Interim dividend — paid on 23 April 2009 27.0¢ 12.2¢ 30%

Previous corresponding period — 2008

Final dividend — paid on 24 October 2008 28.5¢ 28.5¢ 30%

Interim dividend — paid on 11 April 2008 27.0¢ 27.0¢ 30%

The Record date for determining entitlements to the final 2009 dividend is 25 September 2009.

The unfranked portion of the dividend is declared to be conduit foreign income. Australian dividend withholding
tax is not payable by non-resident shareholders on the unfranked portion of the dividend sourced from conduit
foreign income.

The Dividend Reinvestment Plan (DRP) was approved by the Directors on 21 August 2008. In the financial
year ended 30 June 2009, the DRP was offered to ordinary shareholders for the first time and provided the
opportunity to acquire fully paid ordinary shares, without transaction costs, at the prevailing market value less
2.5%. For the final dividend to be paid on 23 October 2009, the DRP is optional and offers ordinary
shareholders the opportunity to acquire fully paid ordinary shares which rank equally with all other shares
issued, without transaction costs, at the prevailing market value. A shareholder can elect to participate in or
terminate their involvement in the DRP in respect of the 2009 final dividend at any time prior to the record date
of 25 September 2009.

The terms of the DRP may be varied for future dividends beyond the final dividend for the year ended 30 June
2009.
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NTA backing 2009 2008

Net tangible asset backing per ordinary security $0.70 ($0.03)

Compliance statement
This report is based on the consolidated financial report which has been audited.

Refer to the attached full financial report for all other disclosures in respect of the Appendix 4E.

SIgNed: Date: 21 August 2009
Derek O'Neill
Chief Executive Officer
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Notes to the financial statements 30 June 2009 : :

Note 32. Contingencies (continued)

Contingent Consideration

In the event that specific future stretch target earnings and management retention conditions are achieved by 2012,
additional consideration may be payable in cash in relation to the DaKine acquisition. Based on current projections, this
amount is estimated to be in a range up to US$70 million which is in addition to the minimum deferred consideration of
US$34.1 million (AU$39.9 million at present value) already included in the accounts (refer note 35). If it becomes
probable that this additional consideration will be payable, it will be brought to account as a component of the goodwill
arising on the acquisition when the amount can be reliably measured. The final payment of any deferred consideration in
relation to this acquisition will be made in the second half of calendar year 2012.

In the event that certain future performance and management retention conditions are achieved, additional consideration
may be payable in cash in relation to the Xcel, Quiet Flight, South Africa licensee, Sector 9 and Two Seasons
acquisitions. Based on current projections, the total of these amounts is estimated to be in a range up to $20 million
which is in addition to the minimum deferred consideration of $30.9 million already included in the accounts. If it
becomes probable that additional consideration will be payable it will be brought to account as a component of the
goodwill arising on the respective acquisition when the amount can be reliably measured. The final payment of any
deferred consideration in relation to these acquisitions will be made in the financial year ending 2014.

The Group will review the likelihood of these payments in respect of each acquisition at future reporting dates.

Trade Letters of Credit

The Group had $26.1 million letters of credit in favour of suppliers executed but undrawn as at 30 June 2009 (2008:
$14.5 million). The letters of credit related to the purchase of inventory in the 2009/10 financial year and are part of the
ordinary course of business.

No material losses are anticipated in respect of any of the above contingent liabilities.

Note 33. Commitments
Consolidated Parent entity
2009 2008 2009 2008
$'000 $°000 $'000 $'000
(@) Lease commitments
Commitments in relation to leases contracted for
at the reporting date but not recognised as
liabilities, payable:
Within one year 62,696 45,575 --- -—-
Later than one year but not later than five years 175,193 116,548 - -
Later than five years 63,178 45,649 = —
301,067 207,772
Representing:
Non-cancellable operating leases 300,623 207,095 - -—-
Future finance charges on finance leases 444 677 - -
301,067 207,772

(i) Operating leases
The Group leases various retail stores, offices and warehouses under non-cancellable operating leases. The leases
have varying terms, escalating clauses and renewal rights. On renewal, the terms of the leases are renegotiated.

Consolidated Parent entity
2009 2008 2009 2008
$'000 $°000 $'000 $°000
Commitments for minimum lease payments in
relation to non-cancellable operating leases are
payable as follows:
Within one year 62,450 45,276 - -
Later than one year but not later than five years 174,995 116,170 - -
Later than five years 63,178 45,649 - ---
300,623 207,095
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Notes to the financial statements 30 June 2009 : :

Note 33. Commitments (continued)

(ii) Finance leases
The Group leases various plant and equipment with a carrying amount of $7.1 million (2008: $8.0 million).

Consolidated Parent entity
2009 2008 2009 2008
$'000 $°000 $'000 $'000
Commitments in relation to finance leases are
payable as follows:
Within one year 1,843 2,032 — —
Later than one year but not later than five years 3,369 4,619 — -—-
Later than five years 65 64 — —
Minimum lease payments 5,277 6,715 - —
Future finance charges (444) (677) — —
Total lease liabilities recognised as a liability 4,833 6,038 = —
Representing lease liabilities:
Current (note 20) 1,663 1,731 — —
Non-current (note 23) 3,170 4,307 — —
4,833 6,038
Consolidated Parent entity
2009 2008 2009 2008
$'000 $°000 $'000 $'000
(b) Contests and Athletes
Commitments in relation to sponsorship of
athletes and contests are payable as follows:
Within one year 15,836 13,462 o —
Later than one year but not later than five years 17,386 16,290 - -—-
33,222 29,752

(c) Remuneration commitments

Employment contracts for key management personnel do not have a fixed end date and therefore have not been
included in the above note.

Consolidated Parent entity

2009 2008 2009 2008

$'000 $°000 $'000 $°000
(d) Capital commitments
Commitments in relation to capital commitments
are payable as follows:
Within one year 1,094 8,038 - ---
Later than one year but not later than five years 96 - - -
Later than five years 96 - - -

1,286 8,038
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Notes to the financial statements 30 June 2009 : :

Note 34. Related party transactions

(a) Parent entities

The ultimate parent entity within the Group is Billabong International Limited.
(b) Subsidiaries

Interests in subsidiaries are set out in note 36.

(c) Key management personnel

Disclosures relating to key management personnel are set out in note 30.

(d) Transactions with related parties

Consolidated Parent entity
2009 2008 2009 2008
$'000 $°000 $'000 $°000
Dividend revenue
Subsidiaries 110,465 40,876
Interest revenue
Subsidiaries - -—- 26,267 23,271

(e) Outstanding balances

The following balances are outstanding at the reporting date in relation to transactions with related parties:

Consolidated Parent entity

2009 2008 2009 2008

$'000 $°000 $'000 $°000
Current receivables (tax funding agreement)
Wholly-owned tax consolidated entities - - 8,026 19,318
Current receivables
Receivables from controlled entities - -—- 12,623 4,355
Non-current receivables
Receivables from controlled entities - - 2,951 2,951

No provisions for doubtful debts have been raised in relation to any outstanding balances, and no expense has been
recognised in respect of bad or doubtful debts due from related parties.
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Notes to the financial statements 30 June 2009 : :

Note 34. Related party transactions (continued)

(f) Loans to/from related parties

Consolidated Parent entity
2009 2008 2009 2008
$'000 $°000 $'000 $°000
Loans to subsidiaries
Beginning of the year - -—- 272,007 189,617
Loans advanced - - 117,799 62,382
Loan repayments received -—- -—- (14,714) -
Interest charged - - 26,267 23,271
Interest received - -—- (640) (3,263)
End of year - - 400,719 272,007
Loans from subsidiaries
Beginning of the year - - 200,692 32,737
Loans advanced - -—- 56,397 155,418
Loan repayments received - -—- - -
Interest charged - - 17,319 12,537
Interest received - - --- -
End of year - -—- 274,408 200,692
Loans to other related parties
Beginning of the year - 5,607 - -
Acquisition of minority interest -—- (5,607) - -
Interest charged - -— - -
End of year -—- -—- - -—-

No provisions for doubtful debts have been raised in relation to any outstanding balances, and no expense has been
recognised in respect of bad or doubtful debts due from related parties.

(g) Terms and conditions

Transactions relating to dividends were on the same terms and conditions that applied to other shareholders.

The terms and conditions of the tax funding agreement are set out in note 8(e).

All other transactions were made on normal commercial terms and conditions and at market rates, except that there are
no fixed terms for the repayment of loans between the parties. The average interest rate on loans during the year was

8.0% (2008: 8.0%).

Outstanding balances are unsecured and are repayable in cash.
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Notes to the financial statements 30 June 2009 : :

Note 35. Business combinations
Purchase consideration
Consolidated Parent entity
2009 2008 2009 2008
$'000 $°000 $'000 $000
Outflow of cash to acquire businesses and
subsidiaries, net of cash acquired
Cash consideration 136,726 92,591 = —
Payments relating to prior year acquisitions 7,034 - - -
Less: Cash balances acquired --- (1,903) --- ---
Total outflow of cash to acquire businesses and
subsidiaries, net of cash acquired 143,760 90,688 --- -
2009

Da Kine Hawaii, Inc

(@) Summary of acquisition

On 1 October 2008 Burleigh Point, Ltd and Seal Trademarks Pty Ltd acquired the assets and certain liabilities of Da Kine
Hawaii, Inc.

The acquired business contributed revenues of $97.2 million and net profit after tax of $10.1 million to the Group for the
period from acquisition to 30 June 2009.

Details of the aggregated fair value of the assets and liabilities related to this acquisition are as follows:

$'000

Purchase consideration:

Cash paid 98,622

Estimated cash payable 34,430

Estimated deferred payment 39,868

Direct costs relating to the acquisition 1,412
Total purchase consideration 174,332
Fair value of net identifiable assets acquired 99,148
Goodwill 75,184

The goodwill is attributable to the high profitability of the acquired business and synergies expected to arise after the
acquisition of the businesses.

Billabong International Limited 2008-09 Full Financial Report Page 100



Notes to the financial statements 30 June 2009 : :

Note 35. Business combinations (continued)

(b) Assets and liabilities acquired
The aggregated fair value of identifiable assets and certain liabilities acquired are based on discounted cash flow models.
The aggregated identifiable assets and liabilities arising from the acquisition are as follows:

Acquiree’s
carrying amount Fair value
$000 $'000
Cash and cash equivalents -—- -—-
Trade receivables 25,460 25,460
Inventory 18,840 18,272
Plant and Equipment 1,113 1,113
Prepayments 981 981
Deferred tax assets - 527
Employee entitlements (128) (128)
Trade and other payables (2,784) (2,784)
Deferred tax liabilities -— (1,223)
Identifiable intangible assets -—- 56,930
Net identifiable assets acquired 43,482 99,148

In regards to the ‘Da Kine Hawaii, Inc’ acquisition, in the event that certain specific conditions are achieved additional
consideration may be payable in cash. If it becomes probable that additional consideration will be payable it will be
brought to account as a component of the goodwill arising on the acquisition when the amount can be reliably measured.
The Group will review the likelihood of these payments at future reporting dates. Refer to note 32.

The ‘Da Kine Hawaii, Inc’ acquisition was disclosed provisionally in the interim financial report for the half-year ended 31
December 2008. As part of the finalisation of the acquisition, the completion statement has been reviewed and an
adjustment was made to working capital, which was the only significant adjustment to the provisional values disclosed in
the interim financial report.

Sector 9 Incorporated, Eternity Surf Pty Limited, 1.J.J. Pty Limited and Two Seasons Limited

(@) Summary of acquisitions

On 1 July 2008 Burleigh Point, Ltd and Seal Trademarks Pty Ltd acquired the assets and certain liabilities of Sector 9
Incorporated.

On 1 September 2008 GSM (Operations) Pty Limited and Pineapple Trademarks Pty Ltd acquired the assets and certain
liabilities of Eternity Surf Pty Limited and 1.J.J. Pty Limited.

On 1 October 2008 GSM England Retail Limited acquired 100% of the issued shares of Two Seasons Limited.

The acquired businesses and subsidiary contributed revenues of $46.9 million and net profit after tax of $3.0 million to the
Group for the period from acquisition to 30 June 2009.

Details of the aggregated fair value of the assets and liabilities related to these acquisitions are as follows:

$'000

Purchase consideration:

Cash paid 35,084

Estimated deferred payment 9,110

Direct costs relating to the acquisitions 1,608
Total purchase consideration 45,802
Fair value of net identifiable assets acquired 14,314
Goodwiill 31,488

The goodwill is attributable to the high profitability of the acquired businesses and subsidiary and synergies expected to
arise after the acquisition of the businesses.
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Notes to the financial statements 30 June 2009 : :

Note 35. Business combinations (continued)

(b) Assets and liabilities acquired
The aggregated fair value of identifiable assets and certain liabilities acquired are based on discounted cash flow models.
The aggregated identifiable assets and liabilities arising from the acquisitions are as follows:

Acquiree’s
carrying amount Fair value
$000 $'000
Cash and cash equivalents -—- -—-
Trade receivables 2,432 2,405
Inventory 8,454 7,890
Plant and Equipment 2,539 1,782
Prepayments 794 794
Deferred tax assets - 253
Employee entitlements (144) (144)
Trade and other payables (7,614) (7,614)
Deferred tax liabilities (183) (496)
Identifiable intangible assets - 9,444
Net identifiable assets acquired 6,278 14,314

In regards to the ‘Sector 9 Incorporated’ and ‘Two Seasons Limited’ acquisitions, in the event that certain specific
conditions are achieved additional consideration may be payable in cash. If it becomes probable that additional
consideration will be payable it will be brought to account as a component of the goodwill arising on the acquisition when
the amount can be reliably measured. The Group will review the likelihood of these payments at future reporting dates.
Refer to note 32.

The above accounting in regards to the ‘Two Seasons Limited’ acquisition has been determined provisionally pending a
review of the fair value of identifiable assets and liabilities.

If all of the above mentioned acquisitions had occurred on 1 July 2008, consolidated revenue and consolidated net profit
after tax for the year ended 30 June 2009 would have been $1,713.0 million and $155.2 million respectively based on best
estimates.

2008

(@) Summary of acquisitions

On 1 July 2007 GSM Trading (South Africa) Pty Ltd and GSM Manufacturing (South Africa) (Proprietary) Limited acquired
the assets and certain liabilities of Billabong South Africa (Proprietary) Limited, Kustom and Palmers Surf (Proprietary)
Limited, Country Feeling CC, Element Skateboards South Africa CC and Von Zipper South Africa CC.

On 1 September 2007 Xcel International, Inc and Seal Trademarks Pty Ltd acquired the assets and certain liabilities of
Xcel Hawaii, Inc., KEM Hawaii Incorporated and MKD Wetsuits, Inc.

On 1 November 2007 GSM Trading (South Africa) Pty Ltd acquired the assets and certain liabilities of Country Feeling
Shops CC, Magnatubes CC, Mimosa Surf Shop CC, Woodlands Surf Shop CC, Stellenbosch Surf Shop CC, Garden
Route Surf Shop CC and Stamford Hill Surf Shop CC.

On 11 December 2007 GSM (Operations) Pty Ltd and Pineapple Trademarks Pty Ltd acquired the assets and certain
liabilities of Tiger Lily Swimwear Pty Ltd.

On 15 May 2008 GSM (Operations) Pty Ltd and Pineapple Trademarks Pty Ltd acquired the assets and certain liabilities
of Kirra Surf Pty Ltd, IP4K Pty Ltd, IP4L Pty Ltd and Local Knowledge (Aust) Pty Ltd.

On 1 June 2008 GSM Investments Ltd and Seal Trademarks Pty Ltd acquired the assets and certain liabilities of Grant
Retail Corporation, BTS Retail, LLC, BHS Retail Associates, LLC, Quiet Flight Surf Shop, Inc, The Leasure Group, Inc.,
N.S.B. Quiet Flight, Inc., Amy Retail, LLC and A.C. Leasure, Inc.

The acquired businesses contributed revenues of $60.1 million and net profit after tax of $7.1 million to the Group for the
period from acquisition to 30 June 2008.
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Notes to the financial statements 30 June 2009 : :

Note 35. Business combinations (continued)

Details of the aggregated fair value of the assets and liabilities related to these acquisitions are as follows:

$'000

Purchase consideration:

Cash paid 90,606

Estimated cash payable 8,851

Estimated deferred payment 18,577

Direct costs paid and payable relating to the acquisitions 2,416
Total purchase consideration 120,450
Fair value of net identifiable assets acquired 28,133
Goodwill 92,317

The goodwill is attributable to the high profitability of the acquired businesses and synergies expected to arise after the
acquisition of the businesses.

(b) Assets and liabilities acquired
The aggregated fair value of identifiable assets and certain liabilities acquired are based on discounted cash flow models.
The aggregated identifiable assets and liabilities arising from the acquisitions are as follows:

Acquiree’s
carrying amount Fair value
$000 $'000
Cash and cash equivalents 1,903 1,903
Trade receivables 8,565 8,443
Inventory 13,079 12,721
Plant and Equipment 6,814 6,814
Prepayments 1,134 1,134
Deferred tax asset -—- 24
Employee entitlements (257) (284)
Trade and other payables (10,033) (10,033)
Deferred tax liability -—- (326)
Identifiable intangible assets - 7,737
Net identifiable assets acquired 21,205 28,133

In regards to the ‘Billabong South Africa (Proprietary) Limited, Kustom and Palmers Surf (Proprietary) Limited, Country
Feeling CC, Element Skateboards South Africa CC and Von Zipper South Africa CC’, Xcel Hawaii, Inc., KEM Hawaii
Incorporated and MKD Wetsduits, Inc’ and ‘Grant Retail Corporation, BTS Retail, LLC, BHS Retail Associates, LLC, Quiet
Flight Surf Shop, Inc, The Leasure Group, Inc., N.S.B. Quiet Flight, Inc., Amy Retail, LLC and A.C. Leasure, Inc’
acquisitions, in the event that certain specific conditions are achieved additional consideration may be payable in cash. If
it becomes probable that additional consideration will be payable it will be brought to account as a component of the
goodwill arising on the acquisition when the amount can be reliably measured. The Group will review the likelihood of
these payments at future reporting dates. Refer to note 32.

The ‘Tiger Lily Swimwear Pty Ltd’ acquisition was disclosed provisionally in the interim financial report for the half-year
ended 31 December 2007. The one significant adjustment to the provisional values disclosed in the interim financial report
relates to the recognition of the intangible asset relating to the Tigerlily brand name which at acquisition date is considered
to have a carrying value of $3.6 million.

If the acquisitions had occurred on 1 July 2007, consolidated revenue and consolidated net profit after tax for the year
ended 30 June 2008 would have been $1,410.0 million and $179.7 million respectively based on best estimates.
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Notes to the financial statements 30 June 2009 : :

Note 35. Business combinations (continued)

Other

The non-current deferred payment payable of $108.7 million relates to the Nixon, Xcel, Sector 9, DaKine and Two
Seasons acquisitions (2008: $76.1 million relates to Nixon, Xcel and South Africa licensee). Included in note 19 ‘other
payables’ is deferred payment payable of $16.9 million relating to Quiet Flight and South Africa licensee (2008: $10.4
million relates to Amazon and Quiet Flight).

The non-current deferred payment in relation to Nixon was restated during the year ended 30 June 2009 taking into
account the latest board approved forecast. This resulted in a decrease of approximately US$22 million in the underlying
USD payable.

Refer to note 32 for details and estimates of maximum amounts of contingent liabilities in relation to contingent
consideration as at 30 June 2009.

Note 36. Subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following significant subsidiaries
in accordance with the accounting policy described in note 1(b):

Country of Class of Equity
Name of entity Incorporation shares Holding **
2009 2008
% %

Amazon (New Zealand) Pty Ltd * Australia Ordinary 100 100
Beach Culture International Pty Ltd Australia Ordinary 100 100
Billabong Retail, Inc USA Ordinary 100 100
Burleigh Point Canada, Inc Canada Ordinary 100 100
Burleigh Point, Ltd USA Ordinary 100 100
Element Skateboards, Inc USA Ordinary 100 100
GSM (Central Sourcing) Pty Ltd * Australia Ordinary 100 100
GSM (Duranbah) Pty Ltd Australia Ordinary 100 100
GSM (Europe) Pty Ltd * Australia Ordinary 100 100
GSM (Japan) Limited Japan Ordinary 100 100
GSM (NZ Operations) Limited New Zealand Ordinary 100 100
GSM (Operations) Pty Ltd * Australia Ordinary 100 100
GSM (Trademarks) Pty Ltd * Australia Ordinary 100 100
GSM Trading (South Africa) Pty Ltd * Australia Ordinary 100 100
GSM Brasil Ltda Brazil Ordinary 100 100
GSM England Retail Ltd England Ordinary 100 100
GSM Espana Operations Sociedad Limitada Spain Ordinary 100 100
GSM Investments Ltd USA Ordinary 100 100
GSM Rocket Australia Pty Ltd Australia Ordinary 100 100
GSM Trading (Singapore) Pty Ltd Australia Ordinary 100 100
Honolua Surf International Ltd USA Ordinary 100 100
Nixon Europe SARL France Ordinary 100 100
Nixon Inc USA Ordinary 100 100
Nixon Pacific Pty Ltd Australia Ordinary 100 100
Pineapple Trademarks Pty Ltd * Australia Ordinary 100 100
Rocket Trademarks Pty Ltd * Australia Ordinary 100 100
VeeZee, Inc USA Ordinary 100 100

* These subsidiaries have been granted relief from the necessity to prepare financial reports in accordance with Class
Order 98/1418 issued by the Australian Securities and Investments Commission. For further information refer to note
37.

** The proportion of ownership interest is equal to the proportion of voting power held.
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Notes to the financial statements 30 June 2009 : :

Note 37. Deed of cross guarantee

Billabong International Limited, GSM (Europe) Pty Ltd, GSM (Operations) Pty Ltd, GSM (Trademarks) Pty Ltd, Pineapple
Trademarks Pty Ltd, Rocket Trademarks Pty Ltd, GSM (Central Sourcing) Pty Ltd, Amazon (New Zealand) Pty Ltd and
GSM Trading (South Africa) Pty Ltd are parties to a deed of cross guarantee under which each company guarantees the
debts of the others. By entering into the deed, the wholly-owned entities have been relieved from the requirement to
prepare a financial report and Directors’ report under Class Order 98/1418 (as amended) issued by the Australian
Securities and Investments Commission.

(@) Consolidated income statement and a summary of movements in consolidated retained profits
The above companies represent a ‘Closed Group’ for the purposes of the Class Order.

Set out below is the condensed consolidated income statement and a summary of movements in consolidated retained
profits for the year ended 30 June 2009 of the Closed Group consisting of Billabong International Limited, GSM (Europe)
Pty Ltd, GSM (Operations) Pty Ltd, GSM (Trademarks) Pty Ltd, Pineapple Trademarks Pty Ltd, Rocket Trademarks Pty
Ltd, GSM (Central Sourcing) Pty Ltd, Amazon (New Zealand) Pty Ltd and GSM Trading (South Africa) Pty Ltd.

Prior year figures set out below represent the condensed consolidated income statement and a summary of movements in
consolidated retained profits for the year ended 30 June 2008 of the Closed Group at that time consisting of the entities
Billabong International Limited, GSM (Europe) Pty Ltd, GSM (Operations) Pty Ltd, GSM (Trademarks) Pty Ltd, Pineapple
Trademarks Pty Ltd, Rocket Trademarks Pty Ltd, GSM (Central Sourcing) Pty Ltd, Amazon (New Zealand) Pty Ltd and
GSM Trading (South Africa) Pty Ltd.

2009 2008

$'000 $000
Income statement
Revenue from continuing operations 757,580 707,348
Other income 10,996 789
Finance costs (30,067) (17,975)
Other expenses (529,642) (458,028)
Profit before income tax 208,867 232,134
Income tax expense (45,514) (56,596)
Profit for the year 163,353 175,538
Summary of movements in consolidated retained profits
Retained profits at the beginning of the financial year 404,612 341,088
Profit for the year 163,353 175,538
Dividends paid (115,787) (112,014)
Retained profits at the end of the financial year 452,178 404,612
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Notes to the financial statements 30 June 2009 : :

Note 37. Deed of cross guarantee (continued)
(b) Balance sheet

Set out below is a consolidated balance sheet as at 30 June 2009 and 30 June 2008 of the Closed Group consisting of
the entities as named above at each point in time.

2009 2008
$'000 $'000
ASSETS
Current assets
Cash and cash equivalents 233,607 62,053
Trade and other receivables 196,589 177,971
Inventories 111,698 102,745
Other 6,609 6,102
Total current assets 548,503 348,871
Non-current assets
Receivables 111,239 26,356
Other financial assets 453,140 369,612
Property, plant and equipment 60,240 44,471
Intangible assets 182,494 168,265
Deferred tax assets 15,288 7,709
Other 2,907 11,856
Total non-current assets 825,308 628,269
Total assets 1,373,811 977,140
LIABILITIES
Current liabilities
Trade and other payables 124,232 102,041
Borrowings 1,549 1,773
Current tax liabilities - 396
Provisions 8,218 7,958
Total current liabilities 133,999 112,168
Non-current liabilities
Borrowings 122,091 136,964
Deferred tax liabilities 4,465 744
Provisions 2,541 2,015
Other 1,637 5,877
Total non-current liabilities 130,734 145,600
Total liabilities 264,733 257,768
Net assets 1,109,078 719,372
EQUITY
Contributed equity 659,012 316,317
Reserves (2,112) (1,557)
Retained profits 452,178 404,612
Total equity 1,109,078 719,372
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Notes to the financial statements 30 June 2009 : :

Note 38. Events occurring after the balance sheet date

On 2 July 2009, a unilateral Advanced Pricing Agreement (APA) was entered into with the French Taxation Authority in
France in relation to the royalty rate used by GSM (Europe) Pty Ltd for the right to use certain Group brands and
trademarks. This agreement will cover the period 1 July 2006 to 30 June 2011 and provides certainty for the Group in
respect of royalties being paid in accordance with French transfer pricing rules. This unilateral APA is in addition to the
bilateral APA entered into with both the Australian Taxation Office and the United States Internal Revenue Service in
2007.

On 30 July 2009, the US$100 million unsecured multi-currency drawdown facility, which was due for roll-over on or prior
to 17 July 2010, was extended to 1 July 2012 subject to the finalisation of formal documentation with the facility provider.

On 11 August 2009, the two year tranche under the Group’s US$533.5 million unsecured multi-currency syndicated
facility, which was due for roll-over on or prior to 1 July 2010, was extended to 1 July 2012 and the facility balance relating
to this tranche was reduced from US$266.75 million to US$216.75 million.

Note 39. Reconciliation of profit for the year to net cash flow from operating
activities
Consolidated Parent entity

2009 2008 2009 2008

$'000 $°000 $'000 $°000
Profit for the year 152,839 176,269 117,873 28,685
Depreciation and amortisation 38,134 27,215 - -
Impairment of retail store fixed assets 9,476 - - -
Share-based payment amortisation expense 319 3,195 319 -
Provisions: unwinding of discount 2,679 - - -
Net loss on sale of non-current assets 450 21 -—- ---
Non-cash dividend income -—- - (108,949) (40,000)
Net exchange differences (2,415) 499 (10,225) 15,888

Change in operating assets and liabilities,
excluding effects from business combinations;

(Increase)/decrease in trade debtors (34,368) (47,354) -— -—
(Increase)/decrease in inventories 121 (33,130) -— -—
(Increase)/decrease in deferred tax assets (11,697) (3,188) 855 (4,468)
(Increase)/decrease in provision for income
taxes receivable (7,679) - (7,918) -—-
(Increase)/decrease in other operating assets (14,583) (40) 5,040 5,707
Increase/(decrease) in trade creditors and
other operating liabilities 22,815 32,918 996 (270)
Increase/(decrease) in provision for income
taxes payable 15,909 (6,707) - (2,283)
Increase/(decrease) in deferred tax liabilities 1,777 3,464 - 359
Increase/(decrease) in other provisions 1,908 (145) - -
Net cash inflow/(outflow) from operating activities 175,685 153,207 (2,009) 3,618
Note 40. Non-cash investing and financing activities
Consolidated Parent entity
2009 2008 2009 2008
$'000 $°000 $'000 $°000
Acquisition of plant and equipment by means of
finance lease --- 18 - -
Investment in subsidiaries -—- - 25,746 -—-
18 25,746

Dividends satisfied by the issue of shares under the dividend reinvestment plan are shown in note 28.
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Notes to the financial statements 30 June 2009 : :

Note 41. Earnings per share

The 2008 basic and diluted earnings per share have been restated to reflect the impact of the rights issue in the 2009
financial year (refer to note 26(i)) in order to achieve a comparable calculation to the 2009 basic and diluted earnings per
share. This change takes into account the bonus element included in the rights offer for ordinary shares as the offer was
made at a discount to market price.

Consolidated

2009 2008
Cents Cents

(a) Basic earnings per share

Profit from continuing operations attributable to the ordinary equity holders of the

Company 69.2 81.8

(b) Diluted earnings per share

Profit from continuing operations attributable to the ordinary equity holders of the

Company 68.7 81.2

(c) Reconciliations of earnings used in calculating earnings per share

Consolidated

2009 2008
$'000 $'000
Basic earnings per share
Profit attributable to the ordinary equity holders of the Company used in calculating basic
earnings per share from continuing operations 152,839 176,380
Diluted earnings per share
Profit from continuing operations attributable to the ordinary equity holders of the
Company used in calculating diluted earnings per share 152,839 176,380

(d) Weighted average number of shares used as the denominator

Consolidated

2009 2008
Number Number

Weighted average number of ordinary shares used as the denominator in calculating
basic earnings per share 220,737,879 215,572,428
Adjustments for calculation of diluted earnings per share:

Performance shares and conditional rights 1,719,746 1,564,023

Options - 3,048
Weighted average number of ordinary shares and potential ordinary shares used as the
denominator in calculating diluted earnings per share 222,457,625 217,139,499

(e) Information concerning the classification of securities

Rights

Rights granted to employees under the Billabong Executive Performance Share Plan are considered to be potential

ordinary shares and have been included in the determination of diluted earnings per share to the extent to which they
are dilutive. The rights have been excluded in the determination of basic earnings per share. Details relating to the rights
are set out in note 42.
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Note 41. Earnings per share (continued)

Options

Options granted to employees under the Billabong Performance and Retention Plan are considered to be potential
ordinary shares and have been included in the determination of diluted earnings per share to the extent to which they
are dilutive. The options have not been included in the determination of basic earnings per share. Details relating to the
options are set out in note 42.

The 1,782,183 options granted on 31 October 2008 and the 314,503 options granted on 24 November 2008 are not

included in the calculation of diluted earnings per share because they are antidilutive for the year ended 30 June 2009.
These options could potentially dilute basic earnings per share in the future.

Note 42. Share-based payments
(a) Billabong Executive Incentive Option Plan

The establishment of the Executive Incentive Option Plan was approved by special resolution in the Annual General
Meeting of the Company held on 4 July 2000.

Staff eligible to participate in the Plan are those of supervisor level and above (including Executive Directors).

Options are granted under the Plan for no consideration. Options are granted for a four year period, and 33% of each
new tranche becomes exercisable after each of Year 2, 3 and 4 anniversaries of the date of grant. The employees’
entittements to the options are vested (i.e. they are not conditional on future employment) as soon as they become
exercisable.

Options granted under the Plan carry no dividend or voting rights.

When exercisable, each option is convertible into one ordinary share upon receipt of funds.

The exercise price of options is based on the weighted average price at which the Company's shares are traded on the
Australian Securities Exchange during the ten trading days immediately before the options are granted. Amounts
receivable on the exercise of options are recognised as share capital.

Set out below are summaries of options granted under the Plan.

Consolidated and parent entity — 2009

There are no options remaining to be exercised under the Billabong Executive Incentive Option Plan. The Board has no

current intention to make any future grants under this Plan.

Consolidated and parent entity — 2008

Balance Granted Exercised Expired Balance Exercisable
Grant Expiry date  Exercise at start of during during the during the  at end of at end of
date price year the year year year year year
Number Number Number Number Number Number
23 August 23 August
2002 2007 $8.10 15,334 (15,334)
15,334 (15,334)
Weighted average exercise price $8.10 - - - -—- -

No options were forfeited during the period covered by the above table.

The weighted average share price at the date of exercise of options exercised regularly during the year ended 30 June
2009 was nil (2008: nil).

The weighted average remaining contractual life of share options outstanding at the end of the period was nil (2008: nil).
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Note 42. Share-based payments (continued)
(b) Billabong Executive Performance Share Plan

Following the review of executive remuneration undertaken by the Committee in 2008, the EPSP was restructured into
Tier 1 and Tier 2.

EPSP — Tier 1

Tier 1 participants comprise the executives of the Group who are directly responsible for driving the growth strategy of the
Group. The objectives of the EPSP for Tier 1 participants remain the same i.e. to provide executives with an equity-based
reward opportunity that vests based on the Group’s three year EPS performance. The establishment of the EPSP was
approved by shareholders at the 2004 Annual General Meeting.

Under the Plan the Group awards the following equity subject to the tax implications in the relevant jurisdiction.

Equity vehicle Overview
Tier 1 Performance An employee awarded performance shares is not legally entitled to shares in the Company
shares before the performance shares allocated under the Plan vest. However, the employee can vote

and receive dividends in respect of shares allocated to them.

For Australian employees, once the shares have vested they remain in the trust until the earlier
of the employee leaving the Group, the tenth anniversary of the date the performance shares
were awarded or the Board approving an application for their release.

For non-Australian employees, once their performance shares vest the shares are transferred to
them (or sold on their behalf if they choose). However, if the performance shares do not vest,
they are forfeited by the employee (for no consideration).

Tier 1 Conditional An employee awarded conditional rights is not legally entitled to shares in the Company before
rights the rights allocated under the Plan vest. Once vested, each right entitles the employee to receive
one share in the Company.

For French employees granted rights after 1 July 2005, shares associated with vested rights are
automatically transferred to the employee. These shares cannot be disposed of before the end
of a 24 month Restriction Period following the allocation date, except in the event of death. Until
such time that the rights have vested the employee cannot use the rights to vote or receive
dividends.

For all other employees, from the time of the employee receiving notice of the rights having
vested they have one month to exercise the rights and either sell the shares or transfer them into
their name. If the rights are not exercised by the employee they will automatically exercise and
the shares will be transferred to the employee. Until such time that the rights are exercised the
employee cannot use the rights to vote or receive dividends. However, if the conditional rights
do not vest, they are forfeited by the employee (for no consideration).

Note that for the purposes of the remuneration tables in this report, performance shares and conditional rights are
collectively referred to as “rights”.

Award, vesting and exercises under the Plan are made for no consideration.

Awards under the Plan vest on the third anniversary of grant only if the EPS performance hurdles are satisfied in the
relevant performance period. The performance periods are summarised in the table below:

Grant Performance period

FY 2006 FYO05 (base year EPS) to FY08
FY 2007 FY06 (base year EPS) to FY09
FY 2008 FYO07 (base year EPS) to FY10
FY 2009 FY08 (base year EPS) to FY11
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Note 42. Share-based payments (continued)
(b) Billabong Executive Performance Share Plan (continued)
The following chart summarises the EPS performance hurdles for outstanding unvested grants and the grants made in

financial years ended 30 June 2006 and 30 June 2007 (which vested following the close of the financial years ended 30
June 2008 and 30 June 2009 respectively).

EPSP performance hurdle summary

120.0%FY09 120%

0 _
120.0% Stretch performance
component (FY08 &
FY09 awards only)  +00-0% 100% 100% 100% | FYO06
T T -l
2
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Compound EPS growth per annum

The Board selected EPS as the appropriate hurdle for the Plan as the Plan is intended to focus executives on the long-
term (three year) earnings performance of the Group.

Each year, prior to awards being granted, the Human Resource and Remuneration Committee considers the market
environment, the Group’s business strategy and performance expectations and shareholder expectations and sets the
performance targets for the awards to be granted that year. Due to the growth of the Group and the challenges of
maintaining the high growth rate of earnings from a resulting higher EPS base, the targets, set at grant, differ for each of
the 2005/06, 2006/07, 2007/08 and 2008/09 grants.

Details of the awards to Executive Directors, Derek O’Neill and Paul Naude in the 2009/10 financial year will be set out for
shareholder approval in the Notice of Meeting and Explanatory Memorandum for the Company’s 2009 Annual General
Meeting.

At the end of the relevant performance period, in line with its charter, the Human Resource and Remuneration Committee
consider the EPS performance of the Group on both a reported and constant currency basis and determines to what
extent the awards should vest based on the above vesting conditions.

EPSP - Tier 2

Tier 2 participants comprise other senior management of the Group, including one of the key management personnel,
President, Element Skateboards, Inc. The primary objective of the Tier 2 EPSP is retention. Under the Plan, Tier 2
participants are awarded performance shares and conditional rights. The awards do not vest unless the employee has
completed a period of two years of employment from the date the awards are granted.
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Note 42. Share-based payments (continued)
(b) Billabong Executive Performance Share Plan (continued)

The Group awards the following equity subject to the tax implications in the relevant jurisdiction:

Equity vehicle Overview
Tier 2 Performance An employee awarded performance shares is not legally entitled to shares in the Company
shares before the performance shares allocated under the Plan vest. However, the employee can vote

and receive dividends in respect of shares allocated to them.

Once the shares have vested the shares are transferred to the employee. However, if the
performance shares do not vest, they are forfeited (for no consideration).

Tier 2 Conditional An employee awarded conditional rights is not legally entitled to shares in the Company before
rights the rights allocated under the Plan vest.

Once vested, each right entitles the employee to receive one share in the Company. Until such
time that the rights are exercised the employee cannot use the rights to vote or receive
dividends. However, if the conditional rights do not vest, they are forfeited (for no consideration).

Set out below is a summary of equity based rights (performance shares and conditional rights) awarded under the Plan:

Balance Granted Exercised Expired Balance

Type of right Grant date Performance  at start of during during the duringthe atend of
determination year the year year year year

date Number Number Number Number Number

Consolidated and parent entity — 2009
Performance Shares 1 December 2005 30 June 2011 1,348,249 588,029 (302,745) (94,853) 1,538,680
Conditional Rights 1 December 2005 30 June 2011 245,347 112,643 (61,107) (8,728) 288,155

1,693,696 700,672  (363,852) (103,581) 1,826,835

Consolidated and parent entity — 2008
Performance Shares 1 November 2004 30 June 2010 1,258,651 614,962 (418,862) (106,502) 1,348,249
Conditional Rights 1 November 2004 30 June 2010 220,881 98,241 (73,775) 245,347

1,479,632 713,203  (492,637) (106,502) 1,593,596

None of the rights awarded under the Plan vested or became exercisable during the year.

The total equity based rights that expired during the year ended 30 June 2009 and have not yet been granted under a
new award was 58,466 (2008: 98,692). These expired equity based rights are held pending in the Plan until further
awards are made.

Fair value of rights granted

The assessed fair value at grant date of rights granted under the Billabong Executive Performance Share Plan during the
year ended 30 June 2009 was $12.91 per right (2008: $15.65). The fair value at grant date is determined by reference to
the Billabong International Limited share price at grant date, taking into account the terms and conditions upon which the
rights were granted, the expected dividend yield and the expected price volatility of the underlying share.

(c) Billabong Executive Performance and Retention Plan

The establishment of the Executive Performance and Retention Plan was approved at the Annual General Meeting of the
Company held on 28 October 2008. The Executive Performance and Retention Plan is designed to retain and effectively
reward key senior executives over a five year period for growing the market value of the Group and delivering returns to
shareholders. Under the Plan, the executive team are granted options. The options will only vest if certain performance
hurdles are met and if the individual is still employed by the Group at the end of the vesting period.

Billabong International Limited 2008-09 Full Financial Report Page 112



Notes to the financial statements 30 June 2009 : :

Note 42. Share-based payments (continued)

(c) Billabong Executive Performance and Retention Plan (continued)

Vesting of the options is subject to the Company’s Total Shareholder Return (TSR) performance. TSR measures growth

in the Company’s share price, together with the value of dividends received during the relevant period. Two TSR

performance hurdles must be achieved in order for awards to vest:

e A'gateway' relative TSR hurdle of above median of a comparator group of companies over the five year performance
period, measured from start of performance period to end of year five; and

e Absolute TSR hurdle with a 120% target (equivalent to approximately 12.8% share price growth p.a. over five years)
to be achieved at any point over the five year performance period.

The comparator group for the relative TSR comparator group is the constituents of the S&P/ASX 100 Index at the start of
the performance period (excluding companies in the Global Industry Classification Standard (GICS) name codes: ‘Oil,
Gas and Consumable Fuels’ and ‘Metals and Mining’).

The use of a relative TSR hurdle gateway directly aligns executive reward and shareholder return by ensuring that
executive are only rewarded for the absolute TSR performance if they are also in the "top half" of ASX 100 (excluding
certain GICS industries) performers at the time performance is tested.

The use of the stretch absolute TSR performance target focuses executives on significantly growing the business in line
with the strategic plan and generating strong returns for shareholders.

An early banking opportunity is also provided to executives, where the absolute and relative performance hurdles are
satisfied. However, in order for the options to vest, the continued employment condition must be satisfied. The banking
approach allows for executives to be rewarded for “early” high TSR performance. However, due to the continued
employment requirement and the delivery vehicle being options, this Plan encourages sustained share price performance
throughout the five year period and enhances the retention impact of the awards.

The performance hurdles and the early banking opportunities are summarised in the table below:

Date Year 3 test Year 4 test Year 5 test
30 June 2011 30 June 2012 30 June 2013

Absolute 80% TSR achieved at any time | 100% TSR achieved at any time | 120% TSR achieved at any time
TSR during the prior three years. during the prior four years. during the prior five years.
Relative Above median TSR performance | Above median TSR performance | Above median TSR performance
TSR achieved against comparator | achieved against comparator | achieved against comparator

group of companies. group of companies. group of companies.
Banking 1/3 of total options. 2/3 of total options. All options earned.

Once vested, the options remain exercisable for a period of two years.

Options granted under the Plan carry no dividend or voting rights.

When exercisable, each option is convertible into one ordinary share upon receipt of funds.

The exercise price of options is based on the weighted average price at which the Company's shares are traded on the
Australian Securities Exchange during the five trading days immediately before the options are granted. Amounts
received on the exercise of options are recognised as share capital.
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Note 42. Share-based payments (continued)
(c) Billabong Executive Performance and Retention Plan (continued)

Set out below are summaries of options granted under the Plan.

Consolidated and parent entity — 2009

Balance Granted Exercised Expired Balance Exercisable
Grant Expiry date Exercise  at start during during the  during the at end of at end of
date price of year the year year year year year
Number Number Number Number Number Number
31 October 31 October
2008 2015 $11.43 - 1,782,183 - 1,782,183
24 November 24 November
2008 2015 $10.80 314,503 314,503
- 2,096,686 --—- 2,096,686
Weighted average exercise price - $11.34 -—- - $11.34 -

Fair value of options granted

The assessed fair value at grant date of options granted to the individuals is allocated equally over the period from grant

date to vesting date, and the amount is included in the remuneration tables above.

Fair values at grant date are

independently determined using the Monte-Carlo simulation option pricing model that takes into account the exercise
price, the term of the option, the share price at grant date and expected price volatility of the underlying share, the
expected dividend yield and the risk free interest rate for the term of the option.

Grant Date

The model inputs for options granted during the year ended 30 June 2009 31 October 2008 24 November 2008
included:

(a) exercise price: $11.43 $10.80
(b) vesting date: 31 October 2013 24 November 2013
(c) expiry date: 31 October 2015 24 November 2015
(d) share price at grant date $11.92 $9.60
(e) expected price volatility of the Company’s shares: 30% 30%
(f) expected dividend yield: 3.80% 4.20%
(g) expected life: 6.0 years 6.0 years
(h) risk free interest rate: 4.84% 4.20%

i)

—_

options are granted for no consideration and vest based on the Company’s TSR, including share price growth,

dividends and capital returns compared to the TSR of the constituents of the S&P/ASX 100 Index at the start of the
performance period (excluding companies under the Global Industry Classification Standard name codes: ‘Oil, Gas
and Consumable Fuels’ and ‘Metals and Mining’) over a five year period. Vested options are exercisable for a

period of two years after vesting.

Consolidated and parent entity — 2008

The Billabong Executive Performance and Retention Plan was not in effect for the year ended 30 June 2008.

(d) Expenses arising from share-based payment transactions

Total expenses arising from share-based payment transactions recognised during the period as part of employee benefits

expense were as follows:

Consolidated Parent entity

2009 2008 2009 2008

$'000 $°000 $'000 $°000
Operating costs of the Billabong Executive Performance Share Plan 19 28 - -—
Share-based payment expense 319 3,195 == —
338 3,223
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Directors’ declaration : :

In the Directors’ opinion:

(@)

(c)

the financial statements and notes set out on pages 38 to 114 are in accordance with the Corporations Act 2001,

including:

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements, and

(i) giving a true and fair view of the Company’s and consolidated entity's financial position as at 30 June

2009 and of their performance for the financial year ended on that date, and

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

at the date of this declaration, there are reasonable grounds to believe that the members of the Extended Closed
Group identified in note 37 will be able to meet any obligations or liabilities to which they are, or may become,
subject by virtue of the deed of cross guarantee described in note 37.

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer required by
section 295A of the Corporations Act 2001.

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

e~y

Ted Kunkel
Chairman

Gold Coast
21 August 2009
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PRICEAVATERHOUSEH(QOPERS

PricewaterhouseCoopers
ABN 52 780 433 757

Riverside Centre

123 Eagle Street
BRISBANE QLD 4000
GPO Box 150

BRISBANE QLD 4001

DX 77 Brisbane

Australia

WWW.pwc.com/au
Telephone +61 7 3257 5000
Facsimile +61 7 3257 5999

Independent auditor’s report to the members of Billabong International Limited
Report on the financial report

We have audited the accompanying financial statements of Billabong International Limited (the company), which comprise
the statement of financial position as at 30 June 2009, and the income statement, statement of changes in equity and
statement of cash flow for the year ended on that date, a summary of significant accounting policies, other explanatory
notes and the directors’ declaration for both Billabong International Limited and the Billabong Group (the consolidated
entity). The consolidated entity comprises the company and the entities it controlled at the year's 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 1(a), the directors also state, in accordance with Accounting Standard AASB 101 Presentation of
Financial Statements, that compliance with the 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.

Our procedures include reading the other information in the Annual Report to determine whether it contains any material
inconsistencies with the financial report.

Our audit did not involve an analysis of the prudence of business decisions made by directors or management.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Liability limited by a scheme approved under Professional Standards Legislation
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Independent auditor’'s report to the members of Billabong International Limited
(continued)

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

Auditor’s opinion

In our opinion:
(a) the financial report of Billabong International 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 their performance for the year ended on that date; and
(ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations)
and the Corporations Regulations 2001; and
(b) the financial report and notes also comply with International Financial Reporting Standards as disclosed in note
1(a).

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 10 to 26 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 Billabong International Limited for the year ended 30 June 2009, complies with
section 300A of the Corporations Act 2001.

Matters relating to the electronic presentation of the audited financial report

This auditor’s report relates to the financial report and remuneration report of Billabong International Limited for the year
ended 30 June 2009 included on Billabong International Limited’s web site. The company’s directors are responsible for
the integrity of Billabong International Limited’s web site. We have not been engaged to report on the integrity of this web
site. The auditor’s report refers only to the financial report and remuneration report named above. It does not provide an
opinion on any other information which may have been hyperlinked to/from these statements or the remuneration report. If
users of this report are concerned with the inherent risks arising from electronic data communications they are advised to
refer to the hard copy of the audited financial report and remuneration report to confirm the information included in the
audited financial report and remuneration report presented on this web site.

ﬂéeaf%m:é/&‘—?

PricewaterhouseCoopers

L A2

Robert Hubbard
Partner

Brisbane
21 August 2009

Liability limited by a scheme approved under Professional Standards Legislation
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Shareholder information

The shareholder information set out below was applicable as at 17 August 2009.

Distribution of Equity Securities
Analysis of numbers of equity security holders by size of holding:

Ordinary shares Unquoted options

Number of share Number of Number of option Number of
holders shares holders options
1 - 1,000 14,260 5,915,705
1,001 - 5,000 7,127 15,362,328
5,001 - 10,000 770 5,299,047
10,001 - 100,000 394 9,052,560
100,001 and over 72 216,388,119 5 2,096,686
22,623 252,017,759 5 2,096,686

There were 535 holders of less than a marketable parcel of ordinary shares.

Equity Security Holders

Twenty largest quoted equity security holders

The names of the twenty largest holders of quoted equity securities are listed below:

Ordinary shares

Name Number Percentage
held of issued
shares

HSBC Custody Nominees (Australia) Limited 47,813,350 18.97%
J P Morgan Nominees Australia Limited 41,378,153 16.42%
Gordon Merchant No 2 Pty Ltd <The Merchant Family A/C> 37,770,098 14.99%
National Nominees Limited 27,210,929 10.80%
Jontex Pty Ltd 9,925,966 3.94%
Citicorp Nominees Pty Limited 9,649,602 3.83%
Cogent Nominees Pty Limited 4,248,514 1.69%
RBC Dexia Investor Services Australia Nominees Pty Ltd <Pipooled A/C> 3,768,798 1.50%
ANZ Nominees Limited <Cash Income A/C> 3,438,859 1.36%
Australian Reward Investment Alliance 2,998,156 1.19%
Mr Michael McAuliffe & Ms Colette Paull 1,849,801 0.73%
Queensland Investment Corporation 1,816,310 0.72%
HSBC Custody Nominees (Australia) Limited — A/C 3 1,636,087 0.65%
AMP Life Limited 1,599,289 0.63%
RBC Dexia Investor Services Australia Nominees Pty Limited 1,548,661 0.61%
ANZ Nominees Limited <Income Reinvest Plan A/C> 1,331,069 0.53%
Argo Investments Limited 1,180,528 0.47%
Mr Paul Naude 1,160,988 0.46%
Billytoo Pty Ltd <Colette Paull Family Account> 1,123,488 0.45%
CPU Share Plans Pty Limited <BBG PSP AUS Control A/C> 922,833 0.36%

202,371,479 80.30%
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Unquoted Equity Securities Number Number
on issue of holders

Options issued under the Executive Performance and Retention Plan as approved by
shareholders at the Annual General Meeting of 28 October 2008:

Class — BBGAI 1,782,183 4
Class — BBGAK 314,503 1

The options listed above are the only unquoted equity securities on issue.

The following people hold 20% or more of these securities:

Class — BBGAI Derek O’Neill 629,007
Paul Naude 524,170
Class — BBGAK Franco Fogliato 314,503

Substantial Holders
As at 17 August 2009 the names of substantial holders in the Company who have notified the Company in accordance
with Section 671B of the Corporations Act 2001 are set out below:

Ordinary Shares Number Percentage
Gordon Stanley Merchant & Gordon Merchant No. 2 Pty Ltd 33,013,703 15.95%
The Capital Group Companies Inc 15,398,568 7.34%
Concord Capital Ltd 14,847,380 6.09%
Perpetual Investments 12,122,587 5.78%

Voting Rights
The voting rights attaching to each class of equity securities are set out below:

(@) Ordinary shares
On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one
vote, and upon a poll each share is entitled to one vote.

(b) Options
No voting rights.

Stock Exchange Listing
The shares of the Company are listed under the symbol BBG on the Australian Securities Exchange. The Company's
home branch is Brisbane.

Shareholder Enquiries
Shareholders with queries about their shareholdings should contact the Company’s Share Registry as follows:

Computershare Investor Services Pty Ltd
GPO Box 523
BRISBANE QLD 4001

Telephone Australia: 1300 552 270

Telephone International:  (+61 3) 9415 4000

Fax: (+617) 3237 2152

Email: web.queries@computershare.com.au

Change of Address

Issuer sponsored shareholders should notify the share registry in writing immediately upon any change in their address
quoting their Securityholder Reference Number (SRN). Changes in addresses for broker sponsored holders should be
directed to the sponsoring brokers with the appropriate Holder Identification Number (HIN).
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Dividends

Dividend payments, where possible, may be paid directly to a nominated financial institution in Australia, New Zealand,
United Kingdom or United States. Payments are electronically credited on the dividend payment date and confirmed by
payment advices mailed directly to the shareholder’s registered address. A form for this purpose is available from
Computershare Investor Services Pty Ltd. Billabong International Limited also pays dividends by local currency cheque to
shareholders who maintain a registered address in the following jurisdictions:

Hong Kong - $HK, Japan - Yen, Europe - Euro, United States - $US

If a shareholder has not provided direct credit instructions to have their dividend paid directly into a nominated financial
institution or they do not have their shareholding registered in one of the above four countries, then by default they will
receive an Australian dividend cheque.

Annual Report
Due to recent legislation changes the Company has elected to distribute Annual Reports by making them available on the
website. Hard copies of the Annual Reports will only be sent to shareholders requesting one.

Tax File Numbers (TFN)

Billabong International Limited is obliged to deduct tax from unfranked or partially franked dividends paid to shareholders
registered in Australia who have not provided their TEN to the Company. If you wish to provide your TFN, please contact
the Share Registry.

Consolidation of Multiple Shareholdings
If you have multiple shareholding accounts that you wish to consolidate into a single account, please advise the Share
Registry in writing. If your holdings are broker sponsored, please contact the sponsoring broker directly.

Become an Online Shareholder

Billabong International Limited offers shareholders an electronic service that enables them to be kept up-to-date with
significant Company announcements as they happen. By subscribing for this service, shareholders can also elect not to
receive a printed annual report and to view the annual report on line in the future.

To register, shareholders should visit the share registry at www.computershare.com/easyupdate/bbg and enter your
personal securityholder information (eg Holder Identification Number (HIN) or Securityholder Reference Number (SRN))
and postcode, then click on 'Submit'.

After the shareholder has entered their email address and selected which publications they wish to receive via email, an
email will be sent to the shareholder for confirmation purposes. When received, the shareholder should simply click
'Reply' to confirm their details, then 'Send'.

Shareholders can also visit the Company’s website at www.billabongbiz.com, where they can view:

Annual and half-year reports
Stock Exchange announcements
Billabong’s share price information
General shareholder information
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