


Mission Statement  We are a responsibly aware company.
Always delivering on its word,
Nurturing its people
And building enduring relationship.
We provide excellence
In investment security and return,
And creative finance solutions,
Through strong property knowledge.

KPMG are the independent auditors of
Equititrust Limited and the Income Fund,

and compliance plan auditors of the Fund.
They conduct an annual audit of the Income
Fund and the compliance plan, and an interim
review of the half-year report.

Financial services represents one of KPMG's
largest industry practices. In Australia they are
one of the leaders in the marketplace, providing
services to banks, brokerage firms, investment
banks, credit unions, building societies,
mortgage broking companies, registered
schemes and finance companies.

0071 |EQUTITRUST REVIEW A PUBLICATION DEDICATED TO BUILDING RELATIONSHP

CEO Comment

Welcome to our

Another year gone; how time flies. It’s been a sound year of growth
and consolidation. We're excited to have recently eclipsed $500m

in total credit capacity. I'm less excited about having turned 50,

with next year marking my 25th anniversary in business.

We’ve seen upward movement in the cash rate in an attempt to
curb credit appetite. Whilst inflation remains the key to interest rates,
our challenge is the steady increase in lending volumes at acceptable
risk. Whilst our Income Fund investment rates have just increased by
0.25%, we hope we’ve not disappointed our investors by not always
mirroring cash rate increases. However we’ve not been confident that
borrower demand would sustain this.

The property market and demand has been a mixed bag with
different regions at varying stages of the cycle. Locally we continue

in a stabilisation phase typical after a downturn, although beach and
riverfront property remain strong, as does the commercial sector.
Queensland ‘hotspots’ are keeping us busy, with Sydney

remaining subdued.

Less positive sentiment and continual RBA pressure are having effect
and require a weather eye on our various markets. We are constantly
challenging ourselves as to the best formula for risk managing our
growth. The key remains the balance of investor security and return
with borrower rates to encourage widening appeal.

We remain passionately committed. | hope you enjoy our

Annual Review.
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*Based on average major bank rate during 05/06
on a $100,000 deposit with interest paid monthly

$500,000+ 49%
$100,000 - $249,999 18%
$10,000 - $99,000 17%
$250,000 - $499,999 16%

Investments by client bands

The 2006 financial year was our best in terms

of new monies raised with gross inflow of $130m.
Record new investors joined us as we approach
3000 in number. Our Capital Warranty is set to
increase to $8m and we're pleased to be soon
offering a six-month investment option. This fills
the gap for many investors who aren’t willing to
commit funds for twelve months, but desire a
higher rate than applicable to Access Investment.
The availability of this will coincide with the release
of our next Product Disclosure Statement, due to
e finalised before year's end.

Ross Janetzki
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A Lite iIn Academia

Professor Harry, when did you know academic life was for you?
Probably at age four. Ever since | can remember, | was always
interested in learning. | entered Kingston Military College 65 years
ago and when graduating was awarded the Governor General’s
Medal. Later this year, I’'m proud to say they’re conferring an
honorary DSc degree on me.

But you have plenty of degrees already...

Well, after the war | studied at Queens University, Ontario, Canada.
| must have been the first person there who wanted to do two
degrees simultaneously, because they had to change the by-laws.

| received honours degrees in engineering physics and mathematics.

What was your role in the military?

| volunteered for the Pacific after the European Theatre. | was on
leave during the bombings of Nagasaki and Hiroshima; after that
| got out. | saw no point in being a soldier if | wouldn’t be fighting.
What did you do then?

| was very eager to learn, but never sure what | wanted to do.

I’'m still not sure. | wanted to study medicine, geology, political
science, chemistry - you name it. Anyway, | did post-graduate
work on mathematics group theory and modern algebra.

After that, | wanted something more practical, so | did

a PHD in theoretical nuclear physics.

When did you move to Australia?

Soon after getting the PhD | became a senior lecturer at Adelaide
University. You know the funniest thing? You couldn’t do a PhD
there, nor could you at Sydney Uni. | thought it was wrong;
Australia was losing its brightest students to other countries.

e At age 29 he was appointed to the University of Sydney as
Professor of Physics and Head of the School of Physics.

e Through the Nuclear Physics Foundation, he raised more
than $100,000,000 to support the research of the School.

e He pioneered the introduction of computers in Australia.

* He made major contributions to high school education through
his famous text, now affectionately known as “The Blue Book”.

¢ He influenced Australian science policy through his advice to

government and his service to Australian government bodies.

When | campaigned against it, a Nobel Laureate told me Australia
should stick to undergraduate work and leave PHD schooling to the
British. What he didn’t know was I'd already begun poaching his
senior staff. Anyway, | didn’t get the support | needed so | resigned.
What was your next role?

In ‘52 | became head of the physics school at Sydney Uni.

Soon after, | set up the Nuclear Research Foundation —

Frank Packer was the first member. We fought for nuclear power
in the 50s and 60s. During the 60s “nuclear” became a dirty word
so we changed the name to the Science Foundation for Physics.
You still advocate nuclear power?

| fought like hell for it and still believe in it. | feel, and felt, we
should not only be buying uranium but enriching it.

Did you enjoy your chancellorship at Bond?

| thought Bond Uni was a wonderful idea. You get what you

pay for with education; in the 50s university wasn’t free. Anyway;,
when | joined Bond it was on the verge of bankruptcy. Thankfully
Neville Wran and Malcolm Turnball joined the board, and I'm proud
to say when | left six and a half years later the place was $42m

in the black.

And finally, Professor Harry, why Equititrust?

The company’s done well. The risk seems minimal and the returns
are good.
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Many of our investors have led lives that

almost defy belief. Perhaps you're one of them.
Few however, can match John Stankovik's story
for entertainment value. Sure Jelena Dokic has
represented two countries in her chosen sport,
but has she been a wartime intelligence officer”?
Harry Kewell may be good at soccer, but can
he speak eight languages? And let's face it,

he'll probably never lace on the boots for Serbia
or be a Captain in the US army. But John
Stankovik has done these things and more...

John, where did you grow up?

In Belgrade. My father was an engineer. | had three sisters. In my
younger days my father was one of the few who had a car. When
World War Il started he was honoured to have a son who’d fight
for the country.

How did Yugoslavia fare?

Well, Hitler defeated us very quickly. When | was eighteen my
father told me to join the resistance leader, Colonel Mihailovic.

| trained at his military academy in Selo Ba and became a porucnik,
a sub-lieutenant. The problem was the Germans were ruthless.
Each time a soldier of theirs was killed, the Germans would shoot
a hundred of our civilians. But that wasn't all; we were also fighting
the Communists. Not only was Yugoslavia occupied by the
Germans, we were fighting a civil war.

Were there any lighter moments?

Well, the US was backing us and, believe it or not, Churchill's son,
Randolph, was supporting Tito - the head of the Communists.
Meanwhile the American Intelligence officers were with Colonel
Mihailvovic. The Americans would drop us provisions, but the
blunders were unbelievable. Once we received grenades that didn’t
have any pins — they were useless. Another time they dropped us
left boots, but no right ones. They blamed it on the wind.

You also did Intelligence work?

Yes and | enjoyed it, but it’s a thankless task. If you’re caught out,
you’re truly on your own. | posed mainly as a correspondent and
sometimes as a beggar, pretending to be deaf and dumb.

What did you do next?

When [ finished up with the military in 1947 | was married. We based
ourselves in France and | played professional soccer. But the
problem was that Tito had come to power in Yugoslavia. He had an
extradition deal with the French and ordered all expatriates to return.
No harm, apparently, would come to anyone unless they were a
proven criminal. But Tito was a lot like Stalin. | knew everyone would
be a “proven criminal” and killed. Anyway, because of my service

to the military, the French gave me a new identity. | was no longer

a Yugoslay, but a “displaced person” - a person without nationality.
Can you really speak eight languages?

Yes; French, ltalian, Russian, German, Greek, Serbian, Bulgarian and
of course English. Because Yugoslavia is now divided, | technically
know another three - Croatian, Bosnian and Macedonian.

When did you move to Australia?

14th January 1951. You know, back then you had to live in the
country five years to be eligible to naturalise. Nowadays, new
immigrants don’t have to wait that long. Maybe they should.

Tell me about your soccer career.

Before the war | played for the Serbian junior team and when

| moved to Australia | managed to make the Victorian team.

As for the national team, well, FIFA had banned Australia from
having one. We weren'’t permitted to play internationally because
our clubs refused to pay release fees for European players who'd
chosen to move here.

Finally John, why Equititrust?

| like the people; | trust them. And of course the return surpasses
what the banks offer.
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Our growth expectations for the 05/06 year
were exceeded despite the slowing market and
cooling demand. We posted a 17% increase

in lending volume — exceeding $350m — in an
environment of weaker demand. Development
lending continues to make a pivotal contribution,
representing approximately 54% of the Income
Fund book at 30 September.

Demand was underpinned by regional areas continuing to
experience unprecedented growth fuelled by the resources

boom. Land subdivisions in these areas have dominated due

to the huge demand for houses. The employment growth in the
mines and service industries has underpinned the growth and
driven prices upwards.

Our local residential market is still feeling the effects of the downturn,
however construction costs remain high. Combined with slower
investor demand, feasibilities are impacted, making it harder for
certain projects to work. The commercial and industrial sectors
remain strong. The Sydney market remains soft and we’ve been
happy for it to take a ‘back seat’, making only a minor contribution
to demand.

In addition to a variety of interesting projects, we are delighted to
have played an important finance role in the Gold Coast’s newest
landmark project, “Southport Central”. This project has the potential
to cement Southport as a commercial office headquarters with a
total proposed space of 32,523 m2. It has set a new benchmark
for quality commercial development in the area and has been well
received in the marketplace.

The year ahead will see us continue to strongly focus on project
management and servicing the needs of our repeat and experienced
customers. It remains a time for conservative positions and
underwriting risk through good margin of safety or pre-sale.

Southport Gentral, Gold Coast.

Director Lending.

Subdivisions 33% (
Residential 30% ;

Commercial 16%

N
Residential Construction 9% [
Future Development 7%

Commercial Construction 5%

EIF Loan Property Types - 30 September 2006

Gold Coast 32%
Queensland Other 25%
Bris/Sunshine Coast 22%

ﬂ'
f 4
New South Wales Other 11% ’(
Sydney 3%

Other States 7%

EIF Loan geographies at 30 September 2006
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alt on Kings, Calounc

Property Market Overview

In terms of Australia’s internal migration, the “sea change”
phenomenon is hardly new. So prevalent is the term that it’s
now parodied — those desirous of rural living are said to want

a “tree rther proof of the rush to coastal
e National Sea

D

Waters Edge, Labrador, Gold Coast.

Elements of the broad economy over
the past financial year have been:
e Flattish residential property prices
(with the notable exception of WA)
A robust commercial property market
Marginally higher inflation
Continuing low unemployment
High national immigration
Continuance of the long-term trend
in the number of people per dwelling
e | ow residential vacancy rates.
So what’s next? Commonwealth (Bank)
Research noted the following will have impact:
* The potential negatives of higher petrol prices and interest rates
® The positives of tax cuts, the commaodity price boom and
rising exports
® A healthy jobs market, surging business
investment and corporate profitability.
As to official interest rates:
e NAB'’s Dr Alan Oster suggests there is only
a slight chance of rates rising again shortly.

JTITRUST REVIEW A PUBLIC

ATED TO BUILDING RELA

* Westpac’s Bill Evans thinks official rate rises
are now off the RBA's short-term agenda
e CBA thinks the RBA will remain on the sidelines
in the coming months
¢ BIS Shrapnel are forecasting a possible 0.5%
hike in the middle of next year.
What does this mean for property? In terms of residential prices,
BIS Shrapnel predicted the following over the next three years:
e Gold Coast to increase 9%
e Sunshine Coast to increase 8%
e Brisbane to increase 12%
e Sydney to decline 2%
e Melbourne to increase 8%.
They also predicted that:
¢ Residential vacancies could tighten below
2% in many capital cities
¢ Residential rents could increase by 10%p.a. in Sydney over
the next three years, while Melbourne and Brisbane could
experience 6-8%p.a. over the same period.

Times of

Coastal commuters

Communities at the edge of capital cities, for example Gosford

and Wyong in NSW and Pine Rivers and Caboolture in Queensland,
experienced more than double the national growth rate between
1996 and 2001.

Coastal getaways

Towns within three hours drive of a capital city, such as Bunbury

in WA, have in recent years had growth rates significantly higher
than national and state averages.

Coastal cities

The Gold Coast, Cairns, Mackay and Newcastle have had
numerically substantial growth, but at percentage rates closer to
state averages. Still, according to KPMG researcher Bernard Salt,
the Gold Coast was the fastest growing Australian city in the 2004
financial year.

Coastal lifestyle destinations

Communities more than three-hours drive from a major city with
tourism and leisure attractions — such as Coffs Harbour, Byron Bay,
The Whitsundays - are experiencing more rapid growth than state
and national averages, but less than that of coastal getaways and
coastal commuters.

Coastal hamlets

Small, remote coastal communities often surrounded by protected
natural areas, for example Port Douglas in Queensland and
Bellingen in NSW, have likewise attracted hoards.

ABS population figures (for the year ended June 30, 2004) reveal the
big picture. In that year coastal areas, excluding capital cities, grew
by 2%. This was 60% higher than the national average of 1.2%.

Change

National Sea Change Task Force Executive Director, Alan Stokes,
said, “We’re anticipating, and the demographers agree, that there
will be another surge to the coast within the next four to five years.
That’s the retirement of the baby boomers, who represent the
biggest group of the Australian population. We’re expecting that

as they retire, at least over that period of 10-15 years, there will

be an additional one million people moving to coastal areas around
Australia. This is retirement and lifestyle driven and our challenge

is to prepare for that next big surge.”

In a recent report, independent valuers HTW, agreed:

“The insatiable appetite Australians have developed to reside near
water has created a seemingly unstoppable shift in not only our
nation’s demographics, but also a forever changed coastal property
marketplace. Towns with the right ingredients to act as powerful
sea change magnets such as Queensland’s Noosa, Port Douglas,
Coolum, Coolangatta and Palm Cove, New South Wales’ Tweed
Coast/Kingscliff and Terrigal/Newcastle and West Australia’s seaside
resorts such as Broome and Bunbury deliver the right mix for their
lifestyle-minded inhabitants.”

Stokes also predicted:

“The returns in some of these areas will continue to escalate and
could well overtake — at some stage before the end of the next
decade - the median prices within capital cities.”

In keeping with our geographic focus of coastal metropolitan,

the year saw us finance a variety of seaside and waterfront projects,
such as those photographed on the previous page and above.




An Interview with

How did you first get involved in property development?

We both started out in the construction industry as apprentices.
As we moved through the ranks it was a natural progression

for us to become developers.

What was your first project?

Our first project was a 10-lot subdivision in West Pennant Hills —
a suburb in the North West area of Sydney.

You have made land subdivisions a speciality — why?

For us, land subdivision is less risky than building dwellings.

The final product is brought to market more quickly.

Land subdivision also has the ability to be staged,

based on current market conditions.

What are the key components to successful land subdivision?
Buy well, buy well, and buy welll

Though Sydney based you prefer to operate substantially

in Queensland — why is that?

The property market is stronger in Queensland; this together
with the ability to purchase the raw land at a cheaper price than
in Sydney makes a development in Queensland much more
profitable. Also, holding costs are reduced as a result of the
ability to purchase well.

How many potential lots in planning and development do you have?
All told, over 2000 lots in Nambour, Hervey Bay, Mackay and the
northern Gold Coast corridor.

What do you most enjoy about land development?

We enjoy construction and creating something out of nothing.
We really enjoy creating communities out of rural land.

How do you see the Queensland market?

We see the Queensland market strong for the next four years

as a result of the increased migration to Queensland and the
mining growth.

And finally, why Equititrust?

Equititrust is easy to deal with; they have always been willing

to work with us to find a solution that meets our finance needs.

We have direct access to the directors and other employees who
are able to make decisions quickly. This open line of communication
takes the hassle out of development finance.
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Getting to know us...

If you're an Equititrust investor, you've probably
spoken with him. In a company packed with loyal
workers, he's the fifth longest-serving employee.
But when did Ross Janetzki start with Equititrust?

In late ‘93; Paul Keating was Prime Minister, Allan
Border was the Australian cricket captain and petrol
was under 60 cents a litre. And it makes him feel
old. Sure, Sonny Bill Wiliams was playing Rugby
League, but it was for the Under 9s in Auckland.

Ross Janetzki

He was the dux of his school, he has degrees in
Accounting and Property Valuation, and has real-
world experience in these disciplines. He was
perfectly credentialled to mature into his role as
Director Lending of Equititrust.

Tim James

What was your original role at Equititrust?

It was varied. | had to source borrowers, ascertain the value of

their security property, and promote the company to investors.

Now you only deal with investors?

Yes. You could say I'd rather be promoting than be promoted to. The
precondition is that I'm promoting something | believe in. That may seem
trite, but when you consider all the things that people market - the trivial,
the homogenous, the downright shonky — my role has a certain luxury.
What do you do for leisure?

| attempt golf regularly with Arthur Taylor from our lending division
and Simon Smith, who is our IT Manager. | also like spending time
with the family - particularly now the kids are older. | have a daughter,
Hannah, who is five, and a son, Callum, who is three. My wife,
Emma, teaches yoga.

You once worked as a comedian...

Yes, | tried my hand. | had moderate success,

winning the odd competition and getting some paid work.

You no longer do it?

| outgrew comedy really. Besides, your joke writing must be

prolific, which for me was comedy’s tyranny. People are happy

to hear a song a hundred times, but rarely the same joke twice.
When Paul McCartney starts strumming Mull of Kintyre, people
don’t yell, “Come on mate, I've heard this one!”

How much longer will you be at Equititrust?

I heard recently that staying too long in the one job looks bad on

a person’s CV. Variation of experience, it seems, is more valued
these days than loyalty. | can only hope this sentiment changes;

I plan on being with Equititrust for many years yet.

Tim, what was your original role at Equititrust?

| joined Equititrust in 1999 as a Credit Analyst. This was a newly created
role, which involved preparing development cashflows and feasibilities,
and assisting with the ongoing management of development deals.
Because of my experience as an accountant, and as a valuer with HTW,
| was able to quickly adapt to the role and evolve it.

What elements of your job do you most enjoy?

| like getting to know my clients and assisting them with their goals.
Helping them transform raw land into finished units, for example,
and walking through the end product is particularly satisfying.

The lending team is very experienced and works well collectively.

It’s that teamwork, | suppose, that gives me the greatest satisfaction.
What is your preferred growth strategy for Equititrust’s lending?
Slow and steady wins the race. By that | mean build volume
incrementally as we continue to grow. | would like us to be able

to offer a rate range to borrowers, although that will entail some
cheaper cost of funds.

You’ve recently become a father again?

Yes, my wife Amber and | have two girls — Lili who is four and

Ella, our new one. | enjoy them and, at my age, two is ideal.

What do you do to relax?

Surf and play the odd game of golf. No such luck lately though —
Amber’s had me renovating the house. These days, my most
relaxing times of the week are when I’'m driving to and from work!
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Sid Super Financial Controller

~Financial Management

As at 30 June 2006 our total funds included

Income Fund Total Assets $369,302,179
Sophisticated & Premium Fund Investment $81,099,923
$450,402,099

Our 2006 financial year saw strong growth

in funds under management (FUM) and good
lending volume. Whilst posting reasonable profits,
a slower property market and arguably more

difficult lending environment saw only modest
profit growth. This nevertheless translated into
a substantial 33% increase in retained eamnings
to provide investor comfort.

011 [EQUTITRUST REVIEW A PUBLICATION DEDICATED TO BUILDING RELATIONSHP

40,000,000

35,000,000

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

2004 2005 2006

Company Equity

2004 - $20,041,109
2005 - $28,208,172
2006 - $36,788,256
Average growth p.a. - 36%
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Funds Under Management
2004 - $255,738,995
2005 - $337,348,357
2006 - $450,402,102

Average growth p.a. - 33%
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Per Annum Lending

2004 - $217,511,073
2005 - $305,661,001
2006 - $357,048,682
Average growth p.a. - 29%
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Equititrust Limited and its Controlled Entities Equititrust Limited and its Controlled Entities
for the year ended 30 June 2006 As at 30 June 2006

Consolidated The Company
Consolidated The Company 2006 2005 2006 2005
2006 2005 2006 2005 $ $ $ $
$ $ $ $
Current assets Total revenue
Profit before tax
Net Profit attributable to Equitiholders of parent entity

Total current assets

Non current assets

Total non current assets

Total assets

Current liabilities

Total current liabilities
Non current liabilities
Total non current liabilities
Total liabilities

Net assets

Equity

Total equity
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Building Relationship

EQUITI

Merchant Bank

Equititrust Limited
ACN 061 383 944
ABN 74 061 383 944

67 Thomas Drive
Chevron Island QId 4217
Tel 07 5527 5527
Fax 07 5527 5900
Free Call 1800 635 527

info@equititrust.com
www.equititrust.com



