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Directors’ report

Directors’ report

The directors of Angas Securities Limited submit herewith the annual financial report of the company for the

financial year ended 30 June 2006. In order to comply with the provisions of the Corporations Act 2001, the
directors report as follows:

The names and particulars of the directors of the company during and since the end of the financial year are:

Directors

Name Particulars

Mr Andrew Luckhurst- Executive Chairman. Lawyer who has practiced principally in the area of banking and
Smith finance, member of the Banking and Financial Services Law Association of Australia
Limited, joined the Board 29 March 2000.

Mr Matthew John Hower Managing Director. Finance industry experience in area of corporate structured
finance, joined the Board 29 March 2000,

Professor Michael Chartered Accountant, past State Chairman of the Institute of Chartered Accountants
Carlisle Howard Burgess and a member of the Institute’s National Board, currently an Adjunct Professor at
University of SA, joined the Board 29 March 2000 in a non-executive capacity.

Mr Robert Bruce Morton  Retired General Manager SA & NT ANZ Banking Group, past Esanda Finance
National General Manager Lending and Operations, joined the board 29 March 2000,

Mr Kimley John Lyons Retired Lawyer, who practiced principally in the area of Banking and Finance, former
Managing Partner of a major Perth law firm, joined the board 10 May 2002,

Company Secretary

Patricia Harkins-Burr was appointed Company Secretary in July 2004. Patricia joined the company in September
2003, prior to which she held a position as Litigation Support Manager with a national law firm.

Principal activities

The consolidated entity’s principal activities in the course of the financial year were the raising of funds from the

public through the issue of debenture securities principally for first mortgage lending as well as for other approved
investments.

Review of operations

The profit amounted to $3,368,211 (2005: $1,283,005). This was an increase over the previous year reflecting an
increase in underlying assets and revenues.

Changes in state of affairs

On the 16 December 2005 Angas Securities Limited purchased 172 units, (96.6%) (@$25,000 per unit) in Angas
Property Fund ATF Angas Property Trust No.3, The total cost of unit holdings held by Angas Securities Limited
equaled $4,300,000. As a result of purchasing these units, Angas Securities Limited will report as a consolidated
entity for the financial year ended 30 June 2006.

There were no other significant changes in the state of affairs of the consolidated entity during the financial year.

Subsequent events

There has not been any matter or circumstance, other than that referred to in the financial statements or notes
thereto, that has arisen since the end of the financial year, that has significantly affected, or may significantly affect,

the operations of the consolidated entity, the results of those operations, or the state of affairs of the consolidated
entity in future financial years.
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Future developments

The consolidated entity proposes to maintain its core operating functions whilst continuing to build its asset base
and turnover. Growth of the asset base is expected to be derived from the issue of debentures together with a policy
of continued retention of a portion of after tax profits. The consolidated entity plans to increase its geographical

range by the progressive opening of new offices. An office is to be opened in Melbourne, Victoria which should
enhance the consolidated entity’s lending opportunities.

Dividends

In respect of the financial year ended 30 June 2006, a dividend of 111.11 cents per share franked to 100% at 30%
corporate income tax rate was paid to the holders of ordinary shares on 25 July 2005,

Indemnification of officers and auditors

During the financial year, the company paid a premium in respect of a contract insuring the directors of the
company (as named above) against a liability incuired as such a director to the extent permitted by the Corporations
Act 2001, The contract of insurance prohibits disclosure of the nature of the liability and the amount of the
premium,
The company has entered into a Deed with each director indemnifying such director out of the funds of the
company against liability to a third party incurred as a director unless the liability:-

e  Arises out of the conduct involving lack of good faith

*  Arises from the commission of a eriminal offence

¢ Comprises a pecuniary penalty or compensation order under the Corporations Act, or is a pecuniary

penalty for a breach of the restrictive practice provisions of the Trade Practices Act.

The company has not otherwise, during or since the financial year, indemnified or agreed to indemnify an officer or
auditor of the company or of any related body corporate against a liability incurred as such an officer or auditor.

Directors’ meetings

The following table sets out the number of directors’ meetings (including meetings of committees of directors) held
during the financial year and the number of meetings attended by each director (while they were a director or

committee member). During the financial year, 11 board meetings, 11 compliance committee meetings and 2 audit
committee meetings were held,

Board ;.. o dit Committee - 7.1 - - Compliance Committes. .

i Meetings Sl i = Meetings o G Meetings T
: - Attended ' Attended - - Attended -
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Mr A Luckhurst-

Smith

Mr M J Hower 8

Prof M C Burgess -

Mr R B Morton -

Mr K J Lyons 10

Auditor’s independence declaration

The anditor’s independence declaration is included on page 3 of the financial report.

Signed in accordance with a resolution of the directors made pursuant to 5.298(2) of the Corporations Act 2001.

alf of the Directors

Director
ADELAIDE, 28 SEPTEMBER 2006
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The Board of Directors
Angas Securities Limited
375 King William Street
ADELAIDE SA 5000

28 September 2006

Re: Angas Secarities Limited
Dear Board Members

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the
following declaration of independence to the directors of Angas Securities Limited.

As lead audit pariner for the audit of the financial statements of Angas Securities Limited for
the financial year ended 30 June 2006, I declare that to the best of my knowledge and belief,
there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation
to the audit; and

(ii) any applicable code of professional conduct in relation to the audit.
Yours sincerely

8 ———— ——
DELOITTE TOUCHE TOBMATSU

J J Handei
Partner
Chartered Accountants
Member of
Deloitte Touche Tohmatsu
Liability limited by a scheme approved under Professional Standards Legistation. 3

© Deloitte Touche Tohmatsu, September 2006
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF ANGAS SECURITIES LIMITED  F2%, *61(0)8 8407
Scope
The financial report and directors ' responsibility
The financial report comprises the balance sheet, income statement, cash flow statement, statement of recognised income and
expense, a summary of significant accounting policies and other explanatory notes and the directors® declaration for both
Angas Securities Limited (the “company”) and the consolidated entity, for the financial year ended 30 June 2006 as set out

on pages 5 to 40. 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,

The directors of the company are responsible for the preparation and true and fair presentation of the financial report in
accordance with Accounting Standards in Australia and the Corporations Act 2001. This includes responsibility for the
maintenance of adequate financial records and internal controls that are designed to prevent and detect fraud and error, and
for the accounting policies and accounting estimates inherent in the financial report.

Audit approach

We have conducted an independent audit of the financial report in order to express an opinion on it to the members of the
company. Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance
whether the financial report is free of material misstatement. The nature of an audit is influenced by factors such as the use
of professional judgement, selective testing, the inherent limitations of internal controls, and the availability of persuasive
rather than conclusive evidence, Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to form an opinion whether, in all material respects, the financial report is presented fairly in
accordance with Accounting Standards in Australia and the Corporations Act 2001 so as to present a view which is consistent
with our understanding of the company’s and the consolidated entity’s financial position, and performance as represented by
the results of their operations, their changes in equity and their cash flows.

Our procedures included examination, on a test basis, of evidence supporting the amounts and other disclosures in the
financial report, and the evaluation of accounting policies and significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the
nature and extent of our procedures, our audit was not designed to provide assurance on internal controls.

The audit opinion expressed in this report has been formed on the above basis.

Audit Opinion

In our opinion, the financial report of Angas Securities Limited is in accordance with the Corporations Act 2001, including:

{a) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2006 and of
their performance for the year ended on that date; and

(b) complying with Accounting Standards in Australia and the Corporations Regulations 2001.

'Da(ujGL bucle lomtacde o

DELOITTE TOUCHE TOHMATSU

@H@w

J J Handel
Partner
Chartered Accountants

Adelaide, 28 September 2006

Member of
Peloitte Touche Tohmatsu

Liability limited by a scheme approved under Professional Standards Legislation, 4

© Deloitte Touche Toi]matsu, September 2006
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Directors’ declaration

The directors declare that:

(a) in the directors’ opinion, there are reasonable grounds to believe that the company will be able to pay its -
debts as and when they become due and payable;

(b) in the directors’ opinion, the attached financial statements and notes thereto are in accordance with the
Corporations Act 2001, including compliance with accounting standards and giving a true and fair view of
the financial position and performance of the consolidated entity.

Signed in accordance with a resolution of the directors made pursuant to 5,.295(5) of the Corporations Act 2001.

On behalf of the Directors

M T Ho
Director
Adelaide, 28 September 2006
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Income statement for the
financial year ended 30 June 2006

Consolidated Company
2005 2005
Note $ $
Interest revenue 2 8,323,487 8,323,487
Interest expense 2 5,526,643 (5,526,643)
Net interest revenue 2,796,844 2,796,844
‘Non interest revenue 3 1,969,238 1,969,238
Gain on sale of property held for resale - -
Share of the profit of associate’s
- accounted for using the equity method 169,754 169,754
Marketing expenses (395,010) {395,010)
Occupancy expenses (66,831) (66,831)
Administration expenses (2,617,462) (2,617,462)
Other expenses 7,511 (7,511
Profit before income tax expense 3 1,849,022 1,849,022
Income tax expense 4 {566,017) (566,017)
Profit for the period 1,283,005 1,283,005
Loss attributable to minority interest - -
Profit attributable to members of the
parent entity 1,283,005 1,283,005

Notes to the financial statements are included on pages 10 to 40.



Balance sheet as at 30 June 2006

Consolidated

Assets

Cash and cash equivalents
Trade and other receivables
Other assets

Loans

Property held for resale

Investments accounted for using the equity

method

Deferred tax assets
Property, plant and equipment
Investment property
Other financial asset
Marina berths

Total assets

Liabilities

Trade and other payables
Interest bearing liabilities
Current tax payables
Deferred tax liabilities
Provisions

Uneamed income

Total liabilities

Net assets

Eqnity

Issued capital

Retained eamings

Parent entity interest
Minority interest

Total equity

Notes to the financial statements are included on pages 10 to 40.

Note

2005

24,742,811
1,579,256
50,395
64,382,975
2,742,659

1,750,000
796,472
65,222

366,000
96,475,790

448,372
92,448,741
703,219
42,408
3,255
1,037,474
94,683,469
1,792,321

245,138
1,547,183
1,792,321

1,792,321

Angas Securities Limited
Balance sheet
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Statement of recognised income and expense
for the financial year ended 30 June 2006

Consqlidated

Company

201 2005
$
Net income recognised directly in equity -
Profit for the period 1,283,005
Total recognised income and expense for
the period 1,283,005
Attributable to:
Equity holders of the parent 1,283,005
Minority interest -
1,283,005

Notes to the financial statements are included on pages 10 to 40.

2005
$

1,283,005

1,283,005

1,283,005

1,283,005



Cash flow statement
for the financial year ended 30 June 2006

Note
Cash flows from operating activities

Receipts from customers 1,598,695

Payments to suppliers and employees (2,677,926)
Receipt of property investment distribution 169,734
Payment of property investment distribution -
Interest received 7,008,471
Interest paid (5,524,679}
Income tax paid 742,421
Net cash provided by/(used in) operating 30(d)

activities 168,106)
Cash flows from investing activities

Proceeds from repayment of mortgage loans 20,840,606
Payments for mortgage loans (48,372,432)
Proceeds on sale of land held for sale -
Payment for property held for resale (298,183)
Proceeds from repayment of related party

loans 49,199
Amounts advanced to related parties (50,957)
Payments for investments -
Proceeds from sale of financial assets 100,000
Payment for property, plant and equipment (63,395)

Payment for investment property

Proceeds from borrowings 30(b)
Net cash used in investing activities

Cash flows from financing activities

Proceeds from issues of units in trust

{minority interest)

27,795,162

Proceeds from issue of debt securities 48,254,541
Repayment of debt securities {6,288,404)
Dividends paid: _

- members of the parent entity 90,000)
Net cash provided by financing activities 41,876,137
Net increase in cash and eash equivalents 13,912,869
Cash and cash equivalents at the beginning of the
financial year 10,829,942
Cash and cash equivalents at the end of the  30(5) ;5%% =
financial year o) 24,742,811

Notes to the financial statements are included on pages 10 to 40,

Angas Securities Limited
Cash flow statement
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Notes to the financial statements
for the financial year ended 30 June 2006
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1. Summary of accounting policies

Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with the
Corporations Act 2001, Accounting Standards and Urgent Issues Group Interpretations, and complies with
other requirements of the law. Accounting Standards include Australian eguivalents to International
Financial Reporting Standards (‘A-IFRS’). Compliance with the A-IFRS ensures that the consolidated
financial statements and notes of the consolidated entity comply with International Financial Reporting
Standards (‘IFRS’). The parent entity financial statements and notes also comply with IFRS except for the
disclosure requirements in TAS 32 ‘Financial Instruments: Disclosure and Presentation’ as the Australian
equivalent Accounting Standard, AASB 132 ‘Financial Instruments: Disclosure and Presentation” does not
require such disclosures to be presented by the parent entity where its separate financial statements are
presented together with the consolidated financial statements of the consolidated entity.

The financial statement were authorised for issue by the directors on 28 September 2006.

Basis of preparation

The financial report has been prepared on the basis of historical cost, except for the revaluation of certain
non-current assets and financial instruments. Cost is based on the fair values of the consideration given in
exchange for assets.

In the application of A-IFRS management is required to make judgments, estimates and assumptions about
carrying balances of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstance, the results if which form the basis of making the judgments. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and firture
periods.

Judgments made by management in the application of A-IFRS that have significant effects on the financial
statcments and estimates with a significant risk of material adjustments in the next year are disclosed,
where applicable, in the relevant notes to the financial statements.

Accounting policies are selected and applied in a manner which ensures that the resulting financial
information satisfies the concepts of relevance and reliability, thereby ensuring that the substance of the
underlying transactions or other events are reported.

The consolidated entity changed its accounting policies on 1 July 2005 to comply with A-IFRS. The
transition to A-IFRS is accounted for in accordance with Accounting Standard AASB 1 ‘First-time
Adoption of Australian Equivalents to International Financial Reporting Standards’, with 1 July 2004 as the
date of transition. An explanation of how the transition from superseded policies to A-IFRS has affected
the company’s and consolidated entity’s financial position, financial performance and cash flows is
discussed in note 32.

The directors have also elected under 5.334(5) of the Corporations Act 2001 to apply Accounting Standard
AASB 119 ‘Employee Benefits’ (December 2004), even though the Standard is not required to be applied
until annual reporting periods beginning on or after 1 January 2006.

The accounting policies set out below have been applied in preparing the financial statements for the year
ended 30 June 2006, the comparative information presented in these financial statements for the year ended
30 June 2005, and in the preparation of the opening A-IFRS balance sheet at 1 July 2004 (as disclesed in
note 32), the consolidated entity’s date of transition, except for the accounting policies in respect of
financial instruments. The consclidated entity has not restated comparative information for financial
instruments, as permitted under the first-time adoption transitional provisions. The accounting policies for
financial instruments applicable to the comparative information and the impact of changes in these
accounting policies on 1 July 2005, the date of transition for financial instruments, is discussed further in
note 1(o0).

Significant accounting policies

The following significant accounting policies have been adopted in the preparation and presentation of the
financial report:

(a) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market
instruments.

11
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1. Summary of accounting policies (cont’d)

(b}

{c)

(d)

(e}

Employee benefits

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave,
long service leave, and sick leave when it is probable that settlement will be required and they are
capable of being measured reliably.

Provisions made in respect of employee benefits expected to be settled within 12 months, are
measured at their nominal values using the remuneration rate expected to apply at the time of
settlement.

Provisions made in respect of employee benefits which are not expected to be settled within 12
months are measured as the present value of the estimated future cash outflows to be made by the
consolidated entity in respect of setvices provided by employees up to reporting date.

Defined contyibution plans

Contribution to defined contribution superannuation plans are expensed when incurred.

Financial assets

Investments are recognised and de-recognised on trade date where the purchase or sale of an
investment is under a contract with terms that require delivery of the investment within the
timeframe established by the market concemed, and are initially measured at fair value, net of
transaction costs.

Subsequent to initial recognition, investments in associates are accounted for under the equity
method in the consolidated financial statements. Subsequent to initial recognition, investments in
subsidiaries are measured at cost. Other financial assets are classified into the following specified
categories: financial assets ‘at fair value through profit or loss’, ‘held-to-maturity’ investments,
‘available for sale’ financial assets, and ‘loans and receivables’. The classification depends on the
nature and purpose of the financial assets and is determined at the time of initial recognition.

Loans and receivables

Trade receivables, loans, and other receivables are recorded at amortised cost less impairment.

Financial instruments issued by the company

Debt and equity instruments

Debt and equity instruments are classified as either liabilities or as equity in accordance with the
substance of the contractual arrangement.

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instruments are recognised directly in equity as a
reduction of the proceeds of the equity instruments to which the costs relate. Transaction costs are
the costs that are incurred directly in connection with the issue of those equity instruments and
which would not have been incurred had those instruments not been issued,

Interest and dividends

Interest and dividends are classified as expenses or as distributions of profit consistent with the

balance sheet classification of the related debt or equity instruments or component paris of
compound instroments.

Financial liabilities
When a financial liability is recognised initially, the consolidated entity measures it at its fair value
plus, transaction costs that are directly attributable to the issue of the financial liability.

After initial recognition, the consolidated entity measures all financial liabilities at amortised cost
using effective interest rate method,

Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (*GST’),

except:

1 where the amount of GST incurred is not recoverable from the taxation authority, it is
recognised as part of the cost of acquisition of an asset or as part of an item of expense; or

ii.  forreceivables and payables which are recognised inclusive of GS8T.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of

receivables or payables.

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash

flows arising from investing and financing activities which is recoverable from, or payable fo, the
taxation anthority is classified as operating cash flows,
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Summary of accounting policies (cont’d)

H

(@

(h)

Impairment of assets

At each reporting date, the consolidated entity reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss (if any).

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the
asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset {or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised in profit or loss immediately, unless the
relevant asset is carried at fair value, in which case the impairment loss is treated as a revaluation
decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating
unit) is increased to the revised estimate of its recoverable amount, but only to the extent that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognised in profit or loss immediately, unless the relevant asset is

carried at fair value, in which case the reversal of the impairment loss is treated as a revaluation
increase,

Income tax
Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in
respect of the taxable profit or tax loss for the period. It is calculated using tax rates and tax laws
that have been enacted or substantively enacted by reporting date. Current tax for current and prior
periods is recognised as a liability (or asset) to the extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of
temporary differences arising from differences between the carrying amount of assets and liabilities
in the financial statements and the corresponding tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred
tax assets are recognised fo the extent that it is probable that sufficient taxable amounts will be
available against which deductible temporary differences or unused tax losses and tax offsets can be
utilised. However, deferred tax assets and liabilities are not recognised if the temporary differences
giving rise to them arise from the initial recognition of assets and liabilities {other than as a result of
a business combination) which affects neither taxable income nor accounting profit.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period(s) when the asset and liability giving rise to them are realised or settled, based on tax rates
(and tax laws) that have been enacted or substantively enacted by reporting date. The measurement
of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner
in which the consolidated entity expects, at the reporting date, to recover or settle the carrying
amount of its assets and liabilities.

Current and deferred tax for the period

Cwrent and deferred tax is recognised as an expense or income in the income statement, except
when it relates to items credited or debited directly to equity, in which case the deferred tax is also
recognised directly in equity.

Investment property

Investment property, which is property held to earn rentals and/or for capital appreciation, is
measured at the cost basis. Buildings are depreciated on a straight line basis over a period of 50
years.

13
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1.

Summary of accounting policies (cont’d)

(i)

(k)

(1)

(m)

Leased assets

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.
Lease incentives

In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefits of incentives are recognised as a reduction of
rental expense on a straight-line basis, except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are consumed.

Payables

Trade payables and other accounts payable are recognised when the consolidated entity becomes
obliged to make future payments resulting from the purchase of goods and services.

Principles of consolidation

The consolidated financial statements are prepared by combining the financial statements of all the
entities that comprise the consolidated entity, being the company (the parent entity) and its
subsidiaries as defined in Accounting Standard AASB 127 ‘Consolidated and Separate Financial
Statements’. Consistent accounting policies are employed in the preparation and presentation of
the consolidated financial statements.

On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their
fair values at the date of acquisition.

The interest of minority shareholders is stated at the minority’s proportion of the fair values of the
assets and liabilities recognised.

The consolidated financial statements include the information and results of each subsidiary from
the date on which the company obtains control and until such time as the company ceases to
control such entity.

In preparing the consolidated financial statements, all intercompany balances and transactions, and
unrealised profits arising within the consolidated entity are eliminated in full.

Property, plant and equipment

Plant and equipment, and leasehold improvements are stated at cost less accumulated depreciation
and impairment. Cost includes expenditure that is directly attributable to the acquisition of the item.
In the event that settlement of all or part of the purchase consideration is deferred, cost is
determined by discounting the amounts payable in the future to their present value as at the date of
acquisition.

Depreciation is provided on property, plant and equipment. Depreciation is calculated on a straight
line basis so as to write off the net cost or other revalued amount of each asset over its expected
uscful life to its estimated residual value, Leasehold improvements are depreciated over the period
of the lease or estimated useful life, whichever is the shorter, using the straight line method. The
estimated useful lives, residual values and depreciation method is reviewed at the end of each
annual reporting period.

The following estimated useful lives are used in the calculation of depreciation:

. Leasehold improvements 3 years
. Plant and equipment 2.5 - 4 years
Provisions

Provisions are recognised when the consolidated entity has a present obligation, the future sacrifice
of economic benefits is probable, and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at reporting date, taking intc account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cashflows estimated to settle the present
obligation, its carrying amount is the present value of those cashflows.

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognised as an asset if it is virtually certain that
recovery will be received and the amount of the receivable can be measured reliably.
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1. Summary of accounting policies (cont’d)

(n}

Revenue recognition

Interest revenue

Interest revenue is recognised on a time proportionate basis that takes into account the effective
yield on the financial asset.

Trust distribution

Trust distribution revenue is recognised when receivable.

Loan fee income

Loan fee income is recognised over the loan period. However, loan fee income which is carned as a
result of maintaining the loan will be recognised as revenue as the service is provided.

Comparative information — financial instruments

The consolidated entity has elected not to restate comparative information for financial instruments
within the scope of Accounting Standards AASB 132 ‘Financial Instruments: Disclosure and
Presentation” and AASB 139 ‘Financial Instruments: Recognition and Measurement’, as permitted
on the first-time adoption of A-JFRS. The effect of changes in the accounting policies for the
financial instruments on the balance sheet at 1 July 2005 is a reduction in the loan receivable
balance from $64,382,975 to $63,413,501 due to the offsetting of the related unearned income of
$969,474.

The accounting policies applied to accounting for financial instruments in the current financial year
are detailed in notes 1(a) to (n). The following accounting policies were applied to accounting for
financial instruments in the comparative financial year:

(a) Accounts payable

Trade payables and other accounts payable are recognised when the consolidated entity becomes
obliged to make future payments resulting from the purchase of goods and services.

{b} Financial instruments issued by the company

Interest and dividends

Interest and dividends are classified as expenses or as distributions of profit consistent with the
balance sheet classification of the related debt or equity instruments or component parts of
compound instruments.

{c) Investments

Investments other than investments in subsidiaries, associates and joint venture entities are recorded
at cost.

Frofit distribution is recognised on a receivable basis. Interest revenue is recognised on a time
proportionate basis that takes into account the effective yield on the financial asset.
{d) Receivables

Trade receivables and other receivables are recorded at amounts due less any allowance for doubtful
debts.
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2. Inferest revenue and interest expense

Interest revenue 2006

Deposits with other financial institutions
Loans

Interest revenue 2005

Deposits with other financial institutions
Loans

Interest expense 2006

Debenture
Commercial Bill

Interest expense 2003
Debenture

Interest revenue 2006

Deposits with. other financial institutions
Loans

Interest revenue 2005

Deposits with other financial institutions
Loans

Interest expense 2006
Debenture

Interest expense 2005
Debenture

Average Average
Balance Rate
$ %
26,193,560 6.52%
77,847,107 14.40%
104,040,667 12.42%
17,786,029 4.69%
50,738,946 14.76%
68,524,975 12,17%
106,655,033 §.00%
2,011,767 6.08%
108,666,800 7.92%
71,467,172 7.73%
___Company
Average Average
Balance Rate
$ %
26,169,067 6.52%
77,847,107 14.40%
104,016,174 12.42%
17,786,029 4.69%
50,738,975 14.76%
68,525,004 12.17%
106,655,033 8.00%
71,467,172 7.73%
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3. Profit from operations

(a) Non interest revenue
Consolidated

2005
$
Rent received — investment property -
Rent received — serviced office -
Stamp duty rebate income 274,993
Loan fee income 1,694,245
1,969,238
Company
2005
$
Distribution received Angas Property Trust No.1 -
Distribution received Angas Property Trust No.3 -
Rent received — serviced office -
Stamp duty rebate income 274,993
Loan fee income 1,694,245
1,969,238
(b} Profit before income tax
Consolidated
2005
$
Profit before income tax has been arrived at after
~ charging the following expenses:
Direct operating expenses of investment property:
Property generating rental income -
Depreciation of non-current assets 21,763
21,763
Net doubtful debts -
Employee benefit expense:
Post employment benefits — Defined contribution plan 26,727
26,727
Other employee benefits 460,571
487,298
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3.

Company
2005
$
Profit from operations (cont’d)
Profit before income tax has been arrived at after
charging the following expenses;
Direct operating expenses of investment property:
Property generating rental income -
Depreciation of non-current assets 21,763
21,763
Net doubtful debts -
Employee benefit expense:
Post employment benefits — Defined contribution plan 26,727
26,727
Other employee benefits 460,571
487,298
_____Consolidated Company
2005 2005
$ $
Income taxes
{a} Income tax recognised in profit or loss
Tax expense comprises:
Current tax expense 1,013,789 1,013,789
Deferred tax expense/(income) relating to the
origination and reversal of temporary
differences (447,772) (447,772)
Total tax expense 566,017 566,017
The prima facie income tax expense on pre-tax
accounting profit from operations reconciles to the
income tax expense in the financial statements as
follows:
Profit 1,849,022 1,849,022
Income tax expense calculated at 30% 554,707 554,707
Non-deductible expenses 11,310 11,310
566,017 566,017

The tax rate used in the above reconciliation is the corporate tax rate of 30% payable by Australian corporate
entities on taxable profits under Australian tax law. There has been no change in the corporate tax rate when
compared with the previous reporting period.

an

2005
$
(b) Current tax liabilities
Current tax payables:
Income tax payable attributable to:
Parent entity 703,219 703,219
703,219 703,219




Angas Securities Limited
Notes to the financial statements

Consolidated Company
2005 2005
$ $
4. Income taxes (cont’d)

(¢} Deferred tax balances

Deferred tax assets comprise:

Temporary differences 796,472 796,472
796,472 796,472

Deferred tax liabilities comprise:

Temporary differences (42,408) (42,408)
(42,408) (42,408)

Taxable and deductible temporary differences arise from the following:
. Ao : . o Consalidated
oty : - Charged

Gross deferred tax liabilities:
Investment property

(52,727)

Gross deferred tax assets:
Trade and other receivables
Property held for resale
Investment property

Trade and other payables 2,724
Provisions 12,505
Loans 258,278
(278,360)
(331,087}

78,000
(632,041)
2,174

Attributable to:
Continuing operations

- Consolidated:

2005 :
Gross deferred tax liabilities:
Investment property

(18,162)
(18,162)

Gross deferred tax assets:

Property held for resale 632,041
Trade and other payables 7.680
Provisions 977
Loans (174,763)
465,935
447,773
Attributable to:

Continuing operations
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4, Income taxes (cont’d)

220060 ;
Gross deferred tax liabilities:
Investment property

Gross deferred tax assets:
Trade and other receivables
Property held for resale
Investment property

Trade and other payables
Provisions

Loans

Attributable to:
Continuing operations

2005
Investment property
Gross deferred tax assets:

Property held for resale

Trade and other payables

Provisions
Loans

Attributable to:
Continuing operations

20

Gross deferred tax liabilities:

(52,727)
(52,727)

78,000
(632,041)
2,174
2,724
12,505
258,278
(278,360)
(331,087)

Charged to incof ;

(18,162)
(18,162)

632,041
7,680
977
(174,763)
465,935
447,773
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5. Key management personnel remuneration

The key management personnel of Angas Securities Limited during the year were:
o A Luckhurst-Smith (Executive Chairman)
s M J Hower (Managing Director)
e K J Lyons {Executive Director)
R B Morton (Executive Director)
+ M C H Burgess (Non-Executive Director)

There are no other employees, who are not directors of the entity, who are considered key management
personnel with responsibility for the strategic direction and operational management of the entity. Therefore
there are no executives included as key management personnel.

{(a) Key management personnel compensation policy

On a periodic basis the board enlists the services of a consultant specialising in the field of employee
management to review director salaries and benchmark them against industry standards. The board then
completes a review process, using the independently prepared report as a benchmark to measure existing
director salaries and determine whether they are being paid accordingly.

Once the directors salary is set by the board, they are paid on a predetermined percentage of hours worked.

The Directors’ salaries are not measured against company performance. Currently the consolidated entity does
not have a set annual review date for director remuneration.

The consolidated entity does not pay directors or executives performance based payments at present.

(b) Key management personnel compensation

The aggregate compensation of the key management personnel of the consolidated entity and the company is set
out below:

Consolidated Compan
2005
$
Short-term employee benefits 550,180 550,180

550,180 550,180

Key management personnel remuneration
The compensation of the key management personnet of the consolidated entity is set out below:

A Luckhusst-Smith
M J Hower

K J Lyons

R B Morton

M C H Burgess
Total

£ 2005 i
A Luckhurst-Smith

M ¥ Hower 13,200 8,000
K.J Lyons 13,200 8,000
R B Morton 13,200 8,000
M C H Burgess 13,2006 8,000
Total 66,000 40,000
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Consolidated Company
i e 2005
$
6. Remuneration of auditors

Audit or review of the financial report 58,944
IFRS review -
Taxation services -

58,944

7. Trade and other receivables

GST receivable
Trade receivables (i) 1,564,934
1,579,256

14,322
1,564,934
1,579,256

(i) The average credit period on trade receivables is 7 days. No interest is charged on the trade receivables for the
first 7 days. Interest is charged on the 8™ day of the month on trade receivables at a rate outlined in the individual
loan agreement.

8. Other assets

Prepaid expenses
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Consolidated _ Company
2005 2005
$ $
9. Loans
Mortgage Loans (i) 64,382,975 64,382,975
Allowance for doubtful debts - -
64,382 975 64,382,975
(i) Loans have a face value of $91,311,240.
Maturity analysis
Not longer than 3 months 39,756,935 39,756,935
Longer than 3 months and not longer
than 12 months 24,533,756 24,533,756
Longer than one year not longer than 3
years 92,984 92,284
64,382,975 64,382 975
Loans by security
Secured by first mortgage 64,382,975 64,382,975
Loans by purpose
Commercial loans 29,833,323 29,833,323
Rural loans 2,540,797 2,540,797
Residential loans 31,254,355 31,254,355
Industrial loans 754,500 754,500
64,382,975 64,382,975

There is no significant concentration of loans to a single debtor. There is a conceniration of several loans to
various debtors with a common director. These comprise seven loans with total advances of $17,898,000.
These comprise four different borrowers and several different trusts and beneficiaries. Each transaction has
separate loan terms and separate first mortgage securities save that six of the loans with total advances of
$12,318,000 are cross-collateralised.

Loan recoverability

The primary security for any real property loan provided by the consolidated entity must be a first registered
mortgage over frechold and leaschold property. Additional security is often sought as collateral. The company
will never accept a second or subsequent mortgage as its primary security. All loans have a maximum Loan to
Valuation Ratio (LVR) of 70%. If this ratio changes then the credit committee will instruct a new valuation and
review the recoverability of the loan principal. If based on the valuation the credit committee finds that the
loan may not be recovered in full then an appropriate provision based on the current valuation will be made at

that time against the loan principal. Where applicable loans are not written off until the recovery process is
complete.
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11.
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Com

any

Expired loans

Expired loans 14,431,500

Expired loans refer to loans which are past the expiry date.

Property held for resale
Land held for sale (i) 2,742,659

2,742,659

(i) 2005 figures include land held in NSW, which was sold in JTuly 2005.

Investments accounted for using the equity method

Consolidated

Units held in Angas Property Trust No.1, at

cost 1,750,000

1,750,000

The Angas Property Trust No 1 is involved in the acquisition and management of property. Angas Securities
Limited has significant influence over the Angas Property Trust No 1 as the effective ownership interest in the
trust is 49% (2004: 51.5%). However control over the trust does not exist as, under the provisions of the Trust
Deed, the company does not have the capacity to dominate the financial and operating policies of the trustee
managing the trust, and does not have sufficient voting powers to appoint or remove the trustee. The carrying
value of the investment approximates its equity accounted value as at 30 June 2006, the trust distributes all its
income and hence the equity accounted value does not change. The investment has provided reliable diversified
income flow to Angas Securities.



13. Property, plant and equipment

Gross carrying amount
Balance at 1 July 2004
Additions

Batance at I July 2005
Additions

Balance at 30 June 2006

Accumulated depreciation
Balance at 1 July 20604
Depreciation expense
Balance at 1 July 2005
Depreciation expense
Balance at 30 June 2006

Net book value
As at 30 June 2005

As at 30 June 2006

Gross carrying amount
Balance at 1 July 2004
Additions

Balance at 1 July 2005
Additions

Balance at 30 June 2006

Accumulated depreciation
Balance at 1 July 2004
Depreciation expense
Balance at 1 July 2005
Depreciation expense
Balance at 30 June 2006

Net book value
As at 30 June 2005

As at 30 June 2006

Aggregate depreciation allocated,
whether recognised as an expense:
Leasehold improvements

Plant and equipment

Consolidated
006
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31,258 31,258
63,395 63,395
94,653 94,653

403,665 445,894
498,318 540,547

(7,668) (7,668)
(21,763) (21,763)
(29,431) (29,431)
(80,088) (81,221)

(109,519) (110,652)
65,222 65,222

388,799 429,895

31,258 31,258
63,395 63,395
94,653 94,653

403,665 445,894
498318 540,547

{7,668) (7,668)
(21,763) (21,763)
(29,431) (29,431)
(80,088) (81,221)

(109,519) (110,652)
65,022 65,222

388,799 429,895

Company
200 2005
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16.

17.

18.
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Investment property

Balance at beginning of financial year
Acquisitions

Accumulated depreciation

Balance at end of financial year

The value of the investment property is determined by using the cost model (note 1(h}). The property was
purchased on the 16 December 2006. The depreciation method used is the straight line method over a period of
50 years with an estimated residual of $2,000,000. At the time of purchase the council estimated the land to be
valued at approximately $1,800,000.

Consolidated __Company
] [ 2005
$

Other financial asset

Balance at beginning of financial year
Acquisitions {see note 26)

Balance at end of financial year

Assets pledged as security

In accordance with the security arrangements of liabilities, as disclosed in note 18 to the financial statements,
all assets of the company, except deferred tax assets, have been pledged as security. '

Consolidated Company

Trade and other payables

Trade payables (1) 448 372 448372

(i)  The average credit period on purchases of goods is 30 days. No interest is charged on the trade payables.

Consolidated

2005 2005
$ $

Interest bearing liabilities
Secured
At amortised cost (2005: cost):
Debentures 92,448,741 92,448,741
Bank Bill - -

92,448,741 92 448 741
Maturity analysis
Not longer than 3 months 19,807,000 19,807,000
Longer than 3 months and not longer
than 12 months 59,930,441 59,930,441
Longer than 1 year and not longer than
5 years 12,711,300 12,711,300

92,448,741 92,448,741

Debentures are secured by a first ranking floating charge over the company’s assets and undertakings.

There is no significant concentration of borrowings to a single creditor or group of creditors having similar
characteristics. The company does not issue debentures to any single creditor in excess of 10% of total
debentures on issue. Debentures may be issued for a period of 1 to 3 years, with interest rates fixed for the
term of the debenture. Interest is payable monthly.
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Consolidated

2005

Provisions

Employee benefits 3,255

Compan

3,255

Gonsolidated

2005
$
Unearned income
Unearned Income (Interest) 629365
Unearned Income (Fees) 340,109
Funds received in Advance 68,000
1,037,474
nsolidated
2005
$
Issued capital
900,000 fully paid ordinary shares
(2005: 900,000) 245,138

. Company
2005

$

629,365
340,109
68,000
1,037,474

245,138

Changes to the then Corporations Law abolished the authorised capital and par value concept in relation to share
capital from 1 July 1998. Therefore, the company does not have a limited amount of authorised capital and

issued shares do not have a par value.

Fully paid ordinary shares carry one vote per share and carry the right to dividends.

r}so]idated

2005
$
Retained earnings
Balance at beginning of financial year 354,178
Net profit 1,283,005
Dividends paid (note 23) (20,000)
Balance at end of financial year 1,547,183
2006
..... = Total
$
Dividends
Recognised amounts
Fully paid ordinary shares
Final dividend:
Franked to 100 % (Prior year: 100 %) 1,000,000

354,178
1,283,005
{90,000)
1,547,183

05

Total
$

Adjusted franking account balance (tax paid basis}

1,450,273
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24. Leases

Disclosures for lessees

Operating leases

Leasing arrangements

The consolidated entity leases two offices under operating leases expiring within one to two years, with an option

to extend for a further terms of three to five years. Both operating lease contracts contain market review clauses
in the event that the consolidated entity exercises its option to renew.,

Consolidated Company

2005

Non-cancellable operating lease payments
Not later than 1 year
Later than 1 year and not longer than 5 years

Disclosures for lessors
Operating leases
Leasing arrangements

The consolidated entity has one operating lease for a term of 10 years on land and building held at Acacia Ridge
in Queensland.

Consolidated & Company

2005 2005

Non-cancellable operating lease receivables
Not longer than 1 year

Longer than 1 year and not longer than 5 years
Longer than 5 vears
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Subsidiaries

Angas Securities Limited Australia

Angas Property Fund Limited ATF Angas Property Australia 06.6 -
Trost No.3

Acquisition of subsidiary

Angas Property Fund Limited ATF Angas
Property Trust No.3 (unit trust)

16/12/05 4,300,000

4,300,000

The above acquisition was made via the investment of units in an unit trust which was a start up entity,
The unit trust invested unit holders funds in the purchase of land and building at 32 Murdoch Circuit
Acacia Ridge Queensland.

Segment information

Angas Securities Limited operates a debenture fund in Australia through the raising of funds from the
public principally for first mortgage lending and other investments.
The company operates predominately in one business and geographical segment.
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28. Related party disclosures

(a) Equity interest in associates and subsidiaries

Details of the percentage of ownership interest in Angas Property Trust No.1 are disclosed in note 12 to the
financial statements.

Details of percentage of units held in subsidiaries are disclosed in note 25 to the financial statements.

(b) Key management personnel remuneration
Details of key management personnel remuneration are disclosed in note 5 to the financial staternents.

= Net other:chan alance@ 3006/06:

Nos N

A Luckhurst-Smith
M T Hower

M C H Burgess

R B Morton

K J Lyons

alance@ 30/06/05-

A Luckhurst-Smith

M J Hower (22,500)
M C H Burgess -
R B Morton 22,500
K J Lyons -
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i Consolidated

20:5
28. Related party disclosures (cont’d)
(d) Other transactions with key management personnel
The profit from operations includes the following items of revenue and
expense that resulted from transactions other than remuneration, loans o
equity holdings, with key management personnel:
Serviced office -
Total recognised as revenue -
Interest expense 10,931
Service fee for the provision of administrative services & relate
accommodation 420,403
Legal Consultancy 164,094
Property inspection fee 19,147
Commissions 52,787
Brokerage 127,355
Total recognised as expenses 794,717
Total assets arising from transactions other than loans and amounts
receivable in relation to equity instruments with key management personnet
as at reporting date:
Commercial hire purchase 116,324
Plant & equipment -
Leasehold improvement -
116,324

{¢) Transactions with other related parties

On the 1 of July 2005 Angas Sccurities Lid decided to bring all administrative services and related
accommodation which were previously provided by Lancaster Corporation Pty Ltd (Lancaster Corporation is an
entity which Mr M J Hower and Mr A Luckhurst-Smith are directors of) in-house. Therefore for the 2006
financial year $Nil (2005:; $420,403) was paid to Lancaster Corporation in the form of service fees.

As a result of bringing the administrative services and related accommodation in-house, Angas Securities Ltd
purchased all office equipment and leaschold improvements from Lancaster Corporation at the book written
down value as at the 30 June 2005 of $175,335. As a result of the sale of equipment Lancaster Corporation
repaid in full it’s hire purchase liability to Angas Securities Limited of $116,324.

Due to the above restructure of Lancaster Corporation Pty Lid, it was necessary for Angas Securities Limited to
charge a service fee to Hower Corporation Pty Lid, of which Mr M J Hower is a director for office space,

equipment and services provided. For the 2006 financial year $200,808 (2005: $Nil) was charged to Hower
Corporation Pty Ltd in the form of a service fee.

Interest was paid to Mr K J Lyons and to parties related to him on Debenture funds invested with Angas
Securities Limited, total interest paid was $9,209 for the 2006 financial year (2005:$9,161). Further interest on
Debenture funds invested was also paid to Angas Property Trust No.l which is a associated entity of Angas
Securities Limited. For the 2006 financial year funds paid to Angas Property Trust No.l totaled $7,155
(2005:31,770).

During the financial vear trailing commissions were paid to Hower Corporation Pty Ltd, of which Mr M | Hower

is a director. Commissions paid were $79,208 (2005:$52,787). Fees were based on standard rates for services
provided on each loan,
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Related party disclosures (cont’d)

Angas Securities Limited also paid brokerage to Hower Corporation Pty Ltd. During the financial year brokerage
of $45,630 (2005: $127,355) was paid to Hower Corporation Pty Ltd, of which Mr M J Hower is a director. Fees
were based on standard rates for services provided on each loan.

Amounts paid to Mr A Luckhurst-Smith for legal consultancy fees for the year were $142,413 (2005: $164,094).
Fees were based on standard rates for each service provided.

Property inspection fees were paid to Mr R Morton and Mr K J Lyons. Amounts paid for the year were $17,275

(2005: $12,583) to Mr R Morton and $6,344 (2005: $6,564) to Mr Lyons. Fees were based on standard rates for
each service provided.

Subsequent events

On the 12 July 2006 the Board undertook an off-market share buy-back. 67,500 shares held by M C H Burgess
at an original capital contribution of $14,766 were bought back through a deemed dividend of $422,734 fully
franked (imputed credit of $181,172). In total M C H Burgess received the original capital contribution of
$14,766 in addition to the deemed dividend of $422,734. Payment of this share buy-back will reduce franking
credits available for subsequent reporting periods o equity holders by $181,172,

On the 20 July 2006 a dividend of $1,000,000 fully franked (imputed credit of $428,571) was declared and paid
relating to proceeds from the sale of land which settled in July 2005. This represents a folly franked dividend of

$1.20 per share. Payment of this dividend will reduce franking credits available for subsequent reporting periods
to equity holders by $428,571.
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(a)

(b)

{©)

Notes to the cash flow
statement
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i C mpany

Z ] 2005
$

Reconciliation of cash and
cash equivalents

For the purposes of the cash flow
statement, cash and cash equivalents
includes cash on hand and in banks
and investments in money market
instruments, net of outstanding bank
overdrafts. Cash and cash
equivalents at the end of the
financial year as shown in the cash
flow statement is reconciled to the
related iters in the balance sheet as
follows:

Cash — Trading account (at call)
Cash — Debenture fund (at call)
Cash - 11AM

Cash — ANZ (at call)

Cash — ANZ (term deposit)

Cash —
Trustees
(at call)
Cash on hand

Tasmanian  Perpetual

954,849
10,755,634
12,500,000

531,728

600

954,349
10,755,634
12,500,000

531,728

24,742,811

24,742,811

Financing facilities

Secured bank bill facility with
various maturity dates through to
16/12/2010 and which may be
extended by mutual agreement:
Amount used

Amount unused

Cash balances not available for use

The Debenture Fund account has at all times a cash balance of at least 7% of all debenture funds issued
pursuant to the cornpany’s Prospectus and Trust Deed for First Ranking Debenture Stock.

The consolidated entity must hold $20,000 in cash in the consolidated trading account for working capital

relating to Angas Property Trust No.3.
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Notes to the cash flow
statement (cont’d)

(@

Reconciliation of profit for the
period to net cash flows from
operating activities

Profit for the period

Depreciation of non-current assets
Change in tax balances

Gain on sale of property held for
resale

Changes in net assets and liabilities,
net of effects from acquisition of
businesses:

(Increase)/decrease in assets:
Receivables

Other assets

Increase/(decrease) in liabilities:
Payables

Provisions

Other liabilities

Net cash from operating activities

Consolidated Company
2005 2005

$ $
1,283,005 1,283,005
21,763 21,763
(176,404) (176,404}
(1,343,525) (1,343,525)
(37,926) (37,926)
139,449 139,449
3,255 3,255
(57,723) {57,723)
(168,106} (168,106)
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'31. Financial instruments

(a) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognised, in respect of each class of
financial asset, financial liability and equity instrument are disclosed in note 1 to the financial statements.

(b} Interest rate risk management

The consolidated entity is exposed to interest rate risk and the effective weighted average interest rate for
classes of financial assets is set out below:

Maturity profile of financial instruments
The following table details the consolidated entity’s exposure to interest rate risk as at 30 June 2006:

Financial assets:

Cash 5%
Qther cash deposits 6%
Loans 14% 87,162,629
Trade and other
receivables 0%

87,162,629 1,547,998
Financial liabilities:
Trade and other
payables 0% -
Bank bill 6% -
Debentures 8% 98,056,360

Financial assets:

Cash 954,849

Other cash deposits 23,787,962

Loans -

Trade and other

receivables - 1,579,256

24,742,811 1,579,256

Financial liabilities:
Trade and other
payables
Debentures

443,372

12,711,300
12,711,300

448,372
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31. Financial instruments (cont’d)
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(¢} Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial
loss to the consolidated entity. The consolidated entity has adopted a policy of only dealing with creditworthy
counterparties and obtaining sufficient collateral where appropriate, as a means of mitigating the risk of financial
loss from defaults. The consolidated entity measures credit risk on a fair value basis.

The consolidated entity does not have any significant credit risk exposure o any single counterparty or any group
of counterparties having similar characteristics.

The catrying amount of financial assets recorded in the financial statements, net of any allowances for losses,
represents the consolidated entity’s maximum exposure to credit risk without taking account of the value of any
collateral or other security obtained.

(d}  Fair value of financial instruments

The consolidated entity’s financial assets and financial liabilities, inciuded in the financial statements are carried
at amortised cost which approximates fair value. The net fair value of financial assets and financial liabilities is
determined in accordance with the discounted cash flow basis.

(e} Liquidity risk management
The consolidated entity manages liquidity risk by maintaining a minimum cash reserve of 7% of all debentures on
issue as per the trust deed. The consolidated entity continuously monitors forecast and actual cash.
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32. Impacts of the adoption of Australian equivalents to International Financial Reporting
Standards

The consolidated entity changed its accounting policies on 1 July 2005 to comply with Australian equivalents to
International Financial Reporting Standards (*A-IFRS’). The fransition to A-IFRS is accounted for in accordance
with Accounting Standard AASB 1 ‘First-time Adoption of Australian Equivalents to International Financial

Reporting Standards’, with 1 July 2004 as the date of transition, except for financial instruments where the date of
transition is 1 July 20035.

An explanation of how the transition from superseded policies to A-IFRS has affected the company and

consolidated entity’s financial position, financial performance and cash flows is set out in the following tables
and the notes that accompany the tables.

Effect of A-IFRS on the balance sheet as at 1 July 2004
Consolidated Compan
Effect of
transition to
A-IFRS
Note H
Assets
Cash and cash equivalents
Trade and other receivables
Other assets
Loans
Property held for resale
Investments accounted for using the equity
method
Deferred tax assets a
Property, plant and equipment
Total Assets
Liabilities
Trade and other payables
interest bearing liabilities
Current tax liabilities
Deferred tax lLiabilities a 12,246 12,246
Unearned income b 391,714 391,714
Total Habilities 403,960

Net assets {274,200)
Equity

Issued capital
Retained earnings ¢ (274,200}
Total equity

* Reported financial position for the financial year ended 30 June 2004.

Effect of A-IFRS on the income statement for the financial year ended 30 June 2005
Consolidated
Effect of Effect of

transition to transition to
AJFRS A-IFRS

Note
Interest revenue

Interest expense

Net interest revenue

Non interest revenue b
Marketing expenses

Occupancy expenses

Administration expenses

Other expenses

Profit before income tax

expense 51,605
Income tax expense a 15,482
Profit for the period 36,123

* Reported financial results for the year ended 30 June 2005.
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32. Impacts of the adoption of Australian equivalents to International Financial Reporting
Standards (cont’d)

Effect of A-IFRS on the balance sheet as at 30 June 2005

Consolidated
Effect of
transition to

A-IFRS A-IFRS
Note $ $

Assets

Cash and cash equivalents

Trade and other receivables

Other assets

Loans

Property held for resale

Investments accounted for using the
equity method -
Deferred tax assets a 102,032
Property, plant and equipment -
Total Assets e 102,032
Liabilities

Trade and other payables

Interest bearing liabilities

Current tax liabilities

Provisions

Deferred tax liabilitics

Uneamed income b
Total liabilities

Net assets

Equity

Issued capital

Retained eamings ¢
Total equity ) {238,071

* Reported financial position for the financial year ended 30 June 2005.
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32. Impacts of the adoption of Australian equivalents to International Financial Reporting
Standards (cont’d)
Effect of A-IFRS on the cash flow statement for the financial year ended 30 June 2005

There are no material differences between the cash flow statement presented under A-IFRS and the cash flow
statement presented under the superseded policies.

Notes to the reconciliations of income and equity

(a)

(b)

(c)

Income tax

Under superseded policies, the consolidated entity adopted tax-effect accounting principles whereby
income tax expense was calculated on pre-tax accounting profits after adjustment for permanent
differences. The tax-effect of timing differences, which occur when items were included or allowed for
income tax purposes in a period different to that for accounting were recognised at current taxation rates as
deferred tax assets and deferred tax liabilities, as applicable.

Under A-JFRS, deferred tax is determined using the balance sheet liability method in respect of temporary
differences arising from differences between the carrying amount of assets and liabilities in the financial
statements and their corresponding tax bases.

The effect of the above adjustments on the deferred tax balances are as follows:
Consolidated

mpany

30 Ju; 2005 30 Ju; 2005
Deferred tax recognised due to
the changes in liabilities arising
from A-IFRS adoption 102,032 102,032
Net increase in deferred tax
balances 102,032 102,032

Unearned Income

Under superseded policies, the consolidated entity recognised all lending income at loan seittlement. Under
A-IFRS lending income which is received at settlement will be spread over the effective term of the loan.

The effect of the above adjustments on the unearned income balances is as follows:
Consolidated Compan
¥ 30 Jun 2005 30 Jun 2005
$ $

Unearned income not recognised

under previous GAAP (340,109) (340,109)
Net increase in unearned income
balances (340,109) (340,109}

Retained earnings

The effect of the above adjustments on retained earnings is as follows:
solidated

an:

30 Jun 2005 30 Jun 2005
Note $ $
- Adjustments to tax
balances 3 102,032 102,032
Adjustments to non-interest b
revenue (340,109) 340,109
Total reduction in retained :
earnings (238,077) (238,077)
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33.

34.

35.
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Changes in the composition of the consolidated entity

On the 16 December 2005 Angas Securities Limited purchased 172 units, (96.6%) (@ $25,000 per unit) in Angas
Property Fund ATF Angas Property Trust No.3. The total costs of unit holdings held by Angas Securities
Limited equalled $4,300,000. At acquisition, the net assets of the trust comprised cash only. Interest bearing
liabilities amounting to $2,011,767 are a liability of the trust and are secured against real property (classified as
investment property) owned by the trust which was valued at $6,300,000 as at the date of acquisition (16

December 2003).

Commitments and contingent liabilities

At reporting date the company has no commitments to extend credit or other confracted capital and expenditure
commitments other than in the ordinary course of its lending activities. There are no contingent liabilitics,
Additional company information

Angas Securities Limited is an unlisted public company, incorporated and operating in Australia.

Registered office Principal place of business
Level 12, 26 Flinders Street 375 King William Street
ADELAIDE SA 5000 ADELAIDE SA 5000
TEL: (08) 8414 3363 _ TEL: (08) 8410 4343



