


Our Principles

¢ Our licence 1o operate
astomer Solutions Think differently, deliver swittly, capture the value
nership Run the business as if it is your own
ey Success as a team and success as an individual
15 oUr bond




Challenger is an established participant in Australian
financial services, focusing on four business lines
each committed to achieving above-market growth.

Funds Management manufactures investment
products for institutional and retail clients. It is

a guality investment manager in its own right.
And 1t also acts as a gateway 1o other investment
managers, allowing us to offer a range of funds
and investment styles.

Mortgage Management is one of Australia’s
Iargest non-bank r@5|deﬁtial mortgage lenders,
funding a comprehensive range of residential
mortgage products offered by a network of
preferred lenders under their own brands.

Asset Management has particular expertise In
mfrastructure property and fixed interest markets;
and it continues to develop specialist funds for
institutional and retail investors. It is a proprietary
investor in its own right, raising funds through retail
and wholesale annuities and other sources to invest
in assets which are undervalued for risk or where we
can add value.

Financial Planning, operated through our
Genesys Wealth Advisers business and our funds
administration company, Synergy, has over 400
advisers across Australia, offering reliable lifetime
wealth advice to around 100,000 Australians.


















Chairman’s Report

On behalf of the Board and management,
| am pleased to present Challenger's Annual
Repart for the 12 months to 30 June 2006.

it has been another significant year for
Challenger which saw it deliver improved
results across the board. This year's Annual
Report focuses on how we have been
delivering through our strategy and on our
objective to achieve acceptable returns on
net assels. It also provides an cpportuaity to
read about the high points of Challenger's
four businesses, their focus and the outlook
for the year ahead.

Futh vear result to 30 lune 2006
Challenger reported a net profit after tax
and before significant items of $153 million
on a statutory basis, an increase of 28%

on the prior year. On a historic cost basis,
Challenger reported a net profit after tax
and before signiticant items of $125 miliion,
an increase of 48% on 2005,

Highlights for the year included a 30%
increase in net income while costs increased
by only 12%. Pleasingly, while we continue
to invest for the future, income is growing
at two and a half imes our costs.

Totat assets, funds and mortgages under
management and administration grew to
$36.5 billion. Historic cost earnings before
interest, tax and significant items grew by
58% while basic underlying earnings per
share before significant items grew by 25%
to 28.4 cents per share on a statutory basis.
Throughout the year, Challenger maintained
a conservative level of gearing.

Each of Challenger's businesses grew its
contripution to the Group profit resuit.

The Group provided for a significant item of
£ miflion after tax to relocate its head office
in Sydney, bringing our operations under one

roof in a new work environment which better
reflacts the way Challenger wanis to operate.

Dividend

Your Board has declared a final dwvidend of

5 cents per share fully franked for the year
ended 30 June 2006, this brings the full year
dividend to 7.5 cents per share fully franked,
an increase of 50% on the previous year. Your
Board has also introduced a dividend policy for
the first time. Dividends are anticipated to be
not less than 30% of statutory profits after tax.
Dividends for the year ended 30 June 2006
were almost 33% of statutory profits after tax.

Corporate governance

Good corporate governance is & priority shared
by the Board and management of Chalienger.
We have enshrined this focus in Challenger's
Five Principles, two of which focus on the
importance of good compliance and integrity.

Chalienger subscribes 1o the ASX Corporate
Governance Coundl’s Principles of Good
Corporate Governance and Best Practice
Recornmendations. To that end the Board has
invited two new independent directors, Sating
Russo and teon Zwier, to join the Board from
late September 2006, Both Sarina and Leon will
bring different and naw skills and disciplines to
our Board process and dedsion making.

Cuthook

The last few years have seen major changes
in the Challenger businesses. The strategy
developed by management and supported

by your Board is clearly delivering improving
results for sharehclders. Your Board believes
Chalienger can deliver shareholder value

by maintaining focus on our strategy, core
disciplines and a commitment to providing
superiar products and services to our customers,

e
Peter Poison

Chairman




Chiet Executive's Report

In the 2006 financial year, Challenger
concentrated on continuing to improve
outcomes for customers, Our focus was on
ensuring better investment returns in funds and
asset management, better service in all areas of
our business and developing more competitive
residential mortgage products, all while
maintaining streng disciplines around costs.

In 2005, Iwas fortunate to be able to report
an increase of 100% in net profit after tax
on & historic cast basis over the previous year.
This year we reparted a 48% rise in net profit
after tax and before significant iters on a
historic cost basis,

Qur results are the conseguence of the efforts
of a dedicated team: of employees working
within strong financial disciplines and our
business model.

Highlights during the 2006 year have included:

— achieverment of profitability and an
18% return on net assets in our Funds
Management business for the first time;

— the award of an ‘A" insurer financial strength
rating for Challenger Life No. 2 timited by
Standard & Poor's;

— the successful launch of a number of new
martgage products, funds and investment
oroducts across our business;

— an increase in our dividend of 50%;

— the development of a strategic relationship
with mortgage aggregator Plan Australia; and

— the successful launch campaign for the
Genesys Wealth Advisers brand in our
Financial Planning business.

Each of these achievements arose as a

consequence of our commitment to our

scalable business model and its focus on
developing sustainable comparative advantages.

Our objective is to provide high gquality,

innovative and differentiated finandal services

products, along with outstanding service.

Our business model is helping to deliver
continuing impravernents to shareholder
returns. In 2006, we grew revenue at 2.5 times
costs, suggesting our strategy does deliver

for both customers and shareholders alike.

This modet is based on oniy operating in
environments offering market growth of
petter than 10% per annum. Our infention
is to grow faster than the market rate by
only operating in environments where we
can leverage our comparative advantages.
it is these advantages that help differentiate
us — the features and performance of our
products, the customer focus of our service
and the excellence of our execution.

Our products are distributed by third parties
who are attracted to partnering with us,

we believe, because of the quality of our
products, our attention to detail in our service
and excellence in our execution. However,
within our business model the most important
factor for the future is the quality and
commitment of our people, working as a
team to achieve our objectives. A quality team
is essential if we are to deliver long-term,
sustainable growth. 1t is our pecple that create
the platforms, the products and ensure a
culture of service. Hence one of the most
satisfying aspects of the past year has been
the achievements of so many of the teams
across Challenger.

The true test of the heaith of any business
and its future prospects is its ability to atiract
and retain top-line pecple. Another indication
therefare that Challenger is moving in the
right direction is the number of new, high
calibre people who have joined our team
during the year.

During the 2006 year, our costs rose by
$27 million on a historic cost basis. Within
this, employee costs rose by $31 million
and non-employee costs fell by $4 million,

This year we
reported a 48%
rise in net profit

after tax and

before significant
items on a
historic cost basis.
The increase arose
as a conseguence
of our scalable
husiness model and
our commitment
to developing
sustainable
comparative
advantages.



Employee costs account for approximately
70% of the Company’s costs. However,
without our employees we would have
no business. The essence of Challenger

is its people.

Mew employees tell us that the things they

like most about working for Challenger are
our lack of bureaucracy, our ability to innovate,
our desire to differentiate and the fact that
they very quickly feel as if they both can and
are making a real difference to the success of
the Company. These are key elements of our
business culture and are reflected in two of
Challenger's Five Prindples, working together
and creative customer solutions.

During the past year, we have invested heavily
in new employees, particularly in frontiine
revenue generating roles. This investment will
beqgin to pay off in 2007 and deliver growth
for us for many years to come. We intend

to continue our investment in top quality,
revenue generating people in the year ahead
to ensure that we can maintain and enhance
our comparative advantage.

The Challenger team believes passichately
that it can delver products and services which
petter meet the needs of our customers than
those delivered by our competitors.

By doing this we believe we can generate

an 18% return on riet assets in each of our
businesses and doubile digit growth in earnings
per share for shareholders. To do these things
we need to build upon our comparative
advantages and maintain strong finandal
disciplines. This will continue to be our focus
in 2007,

Mike Tilley
Chief Executive Officer
















Challenger’s teams are encouraged to
innovate by developing new products and
services; enhancing comparative advantages;
and implementing improvements to our
operational capabilities.
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Belivering better solutions
Members of the Challenger team
are encouraged to challenge the
status quo and deliver a better
way forward. As a Group, we laok
to innovate to create a competitive
advantage.

Belvering revenus

We seek to develap innovative
new producis and services, in
response to our customers' needs,

An example of this is the equity
seeding we have provided to a
number of boutigue investment
managers. By leveraging our
existing best practice platform

and infrastructure, Challenger is
able to match high quality back
office administration suppoit,
marketing and distribution services
with best-of-breed fund managers,
by ctfering these services to
boutique managers. In turn, we
then offer our intermediaries access
to these specialist managers.

These investments in boutigue
investrrent firms will become
an important scurce of revenue
for Funds Management in the
years to come.

Delivering operational strength
To achieve economies of scale
superior to cur competitors, we
must be able to rapidly deploy and
integrate products and services into
maltiple markets and channels.

Qur focus is on bespoke solutions
that best support execution of
business and product strategy,
while managing and mitigating
operational risk. We look for
synergies and business saiutions
with the ultimate aim of increasing
revenue and decreasing cost for
Challenger as a whole.

Litework, introduced by Mortgage
Management in the past year, is
another example of an innovative
technology solution that has
deliverad increased aperational
efficiencies. The system is designed
to automate and speed up processes
around loan applications. This aliows
us to increase operational efficiency
while alsc improving service to
customers through offering ane

of the fastest application approval
times in the market.

We believe it is this type of

innovation which helps provide a
better service at a lower cost and
creates a comparative advaniage.



Challenger recognises its responsibilities o its
partners, whether they are financial planners,
mortgage brokers, shareholders or the wider
community. Challenger is committed to
delivering Tor these various stakeholders.
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intermediaries

We recagnise that key to our future
success are our relationships with
intermediaries — rmortgage managers
and brokers, financial planners and
ather third parties who distribute
our products. Our products are
distributed by third parties who,

we believe, are attracted to us
because of the excellence of cur
products and the excellence in
execution delivered by our high
guality tearns and through our
state-of-the-art systems.

We believe the intermediary market
will continue to grow its share of
distribution. Challenger is working
to become the partner of choice
for financial intermediaries across
our markets, and we believe this
focus will position us well to take
advantage of the growing channels
of mortgage brokers, mortgage
managers and financial planners.

17

Shareholders

Our objective is to achieve double
digit sarnings per share growth
each year. We take a long-term
perspective on creating shareholder
value. Management and the Board
engage with the investment
commmunity and cur stakeholders
through a range of investor relations
activities. Challenger participates in
local and international roadshows,
hosts market briefings and investor
education sessions, all as part of
this engagerment process.

Cormrmuinity

Challenger recognises its
responsibility to the communities
in which it cperates. This year we
teamed up with a not-for-profit
organisation, Habitat for Humanity,
whose charter 1s 1o assist those in
need of adequate shelter to build
simple, decent, affordable houses.
Since its founding, by working

in partnership with low-income
families and corporate and
individual supporters, Habitat for
Humanity has built more than
200,000 houses in more than
100 countries, including 59

in Australia.

Underpriviteged families, chosen
on the basis of need alone,
purchase their own homes on
no-interest mortgages with Habitat
for Humanity. The families alsc
contribute 500 hours of ‘sweat
equity’ to the building of their own
hame, or that of anather family.

As 3 financial services organisation,
we understand that owning your
home is an important part of
attaining financial security and
helping to break the rent-induced
poverty cycle of many Australian
famities. For this reason we chose
Habitat for Humanity as cur
community partner.

This year Challenger sponsared the
purchase of a plat of land on which
a new home will be built for a
deserving Tamily. And in recognition
of the importance of involving the
Challenger team In our community
partnerships, the 10 winners of

our annual employee recognition
program, the 'Can Do’ awards,

wili spend a week helping the
Habitat for Humanity team buiid
the hame.



Challenger recognises a quality team is
essential if we are to deliver long-term,
sustainable growth. It is our people that
will create our comparative advantage.
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Lrominic Stevens
Ciepesty Managing Direcior

Our team has the peivilege
of adding value across all of
Challenger’s fast growing
business lines, This hapoens
in many ways, such as
aliocating capital, accessing
capital markels, oversesing
Sroup risks, developing
strategy and corveying our

story to the irvestor market,

Crar tearm has & diverse skill
base to draws or and has
played a key rale in the
rransformation of the
Cornpany over the pasl
hiee yess.,

Paul Fogan
Chief Financial Otfeer

Challengar's ervironment i
fast paced and rict bogged
dowrs ir: Dureaucracy.

Each divisior: is able 1o
infiovate and move quickly
o capture value. The
challenge for the teams in
Business Services is o assist
each of our businesses 1o
execlle with excellence,

by praviding proactive,
hegh quality advice and
seryices. Our teams are
abvways ookirg at hov we
can irmprove oo gelivesy
and we are now in the
process of implermarting
nevy Systams and capabiliies
o support our people 1o
achieve these goals.

Jennifer Wheatley
Executive General bManages

Hurmian #estescas

i

Ve are passionate sbout
cregling an ervirorament
that facifitates the growth
and success of our people,
We do this by focusirg

o irspiring indivicduats 1o
dermenstrate oulstanding
lezdership, We ermpowey
e tearn by providing
development oppostunities
anc ensuring ouf
reruIEration programs
recognise and reward
suparior performance.

Derek Goh
Exgcutive Genaeral Managsr
17 & faclinies RManagemant

[ feel proud 1 ead a
colective group of highly
talented, irmovative aric
corranitted ircdaiduzls
wihio have contributed o
trarssform Chatiengar'’s
Information Technology
pratform o better aligr
and support Chalenger’s
sirategic and business
ohbjectives. Such
Trarssfarmation provides
the corrmon technology
hase recaised 1w support
a scalable business.

Greg Martin
Chied Exnecudive
Infrastrociurne

Chatienger's roli-
discipiinary team of
professionals provide
investors with access to
cuatity global investment
opporturdies that deliver
hughily prediciable, guaiity
2arnings with excellant
growdth potential,

Greg Kirk
N Executive
Firizncial Blanning

There is a lot of meaning
in whal we do because
we irfiuence peoples
lives ard create well-being
for their future, As &
CONSEOLEnce, we fve o

& set of high performance
betaviours, This is what
differenziates us from our
comaeiitors, Our team,
which includes ouy
merber firms, takes

its responsibiities seripusly
but wee like to ercourage
& working environmerst
wabiich also celebrates

itg suCressas.
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by Anderson
Exgcutive General Managsr
Carparates harketiog &
Carmnmumcations

[ an increasingly
competitive ervironment,
strength of brand can
contribute sigrificartly
o a busiress’s overal
success. The feam
recodnises this and

i3 passionate aboul
contiaing to buid
hrand eguity and enbance
CAIF fepuiation with
sraxenoiders. We see
significant opportunities
o further develop our
tirand in the year ahead
andd look fonwad 1o

the chailenge.

Brian Benari
Chiet Erecutive
kAostgage kManagesnant

Gur business is diiven

bry & highty skilled team,
sharirng & passion 1o
strengihien our posttion
as Australia’s lzading
raan-bank moigage
lerder, The team is

rirngle in the way it
operates, ensuring that

i & dynamic market we
can offer leading products
and senvice while being
competitive on price.

We recognise that fhe
success of our business
denerids an the success of
our third-party originasos.
The tearn is, therefore,
focused on their needs
and contiruaby works 1o
arm them with the tools
fhey reguire 10 succead.

fods Adams

Chicl Exeo
Frarsds Ilanag
Our Funds Managemeny
husiriess benefits fram
Being focuged or
delvering investment

and senige excellence o
intermediaries and their
clerts, Ouy irvestmert-led
cilture ensures thal

wie Allract, retain and
miativate the best
iMvESTITENT Imanagers.

As & result, we have
delivered strong

investment performance
across ali asset sectors and
across our key business
sirategies. Our people
have & clear understanding
of what our clierts nead
and expect from us and
we work together 1o
delver 1o those needs.

Robert Woods

Chied Bxecutive

ALSed Managemnent

We hiave a talenied team
with a lot of commitment
and & high level of energy
because the opporturites
at Chatienger are 50 vast
and our people see a

real ability oo make a
difference. The exciting
chalfenge Tar our team

is buzlding a busiress
operatirg @i a global
environment. Chalienger
has becarne ar: employer
of chicice because of the
WOIKINgG environment we
have buil. i has been
fuififiing to see from
where we have come

I} TRCEMT YesS.
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Ctorrmer member of the Austrafian As smczdiﬁd ‘Stocx Exc:t ;dflc;e* azld f ormes £XECL.1.1\JE Dweczm {}‘f a qiockbrmifmc; ‘?frm a z‘am{i rz‘zdflagemeni

. '(:m-spar:y and.an actus r;ai c:mmpany

by Si1ar&arzan i Chiaieman o*’ the Group. ALdli amd Compllance (om[miree m_d a_rz';_emb_e{ of the. Nom_irzat]on Cgmmittee._ L

Other directorships - L . . _ e
My Shanahan i 2 Nor sni_xecutlve D;re{icar 0‘5 JM Fmdfmal Group Lmlied {“hazimarz c‘f st ‘Jmcenf’ ;4 JE&[M and 51 erem 5. Medzcai Reseazc:h

- jiﬂsurutﬂ ang Chaiy of Loop Linited. |

_::_2 CampanySacmtary L e T : . IR e -
-.Cmg:mphef Robsorn was ap;}omied o H?e po»zimv of LOITERENY Je{:retazy i March 2005, Mr Rei)sc}n is also %12' Crcaup Gerzc—fal Camﬂl e %zgs
L -meen quai {Jeci sy ;r;hw:m [or over 20 years wm; 33 yearg expeflﬂr;ce if Hze 'fmaﬁmal qervzceb ndaz&fry B




53:-";}@ r@cmz’s _

S '--___T;ze Company s mcc}fpmafed in New South Wales on-6 N{)vembe{ 20{3% and its share were admitted o the official list for guotation
o the Aystrafizn Stock Exchange (ASX} on 2? December 2003. The fegis;ze*red o{ﬁc:o fsf Lhe Compczﬁy is Level 4‘1 Aurr:ara PI ace, 88 Phillip
-"'.._"Szreei Sytney WSW 2000, T . ) . L T

4. Principal activities T ' ' T T
~The principal activities of the. Grimia are H'ze pmwmn of fmariczai SEVICes, i paf‘{icular

Ll

s s Wortgage Management — commercial and residential *ezlqu rm{i secwms;aimrz buamsss
e {”mda baragement - funds manageruent business; ... LT S .
3 A>S€1. Management = structres and manages assets io generate long- ‘zﬂrm mcome s‘zrea[m, aflc:%
:"w Finangial Pazmmg financial planmqg and funds administration business. | o '

'5 Ogera‘tmg am§ fmameai reviaw - : o
_:-'__"RE\."!QW and f'éshlii& Of 0}36?3\‘:10?’15 [ R e e e e . e
o The ronsolidated net profit alter fax. arzﬂbutob o0 ﬂ;e sha;eholdem ef he Compmy was $134.3 mdilm (20(}5 51 19.6 it Inzm)

: . A review of the opﬂratlons atidd the resuits for e, Gr{)i,.p for %he year emded %G sze 26{)6 dre Lmnta r;e(:f i me C W&Iﬂ“’}d’l‘p Re;}ar% 't,o N
"'-.__shafeh\:) clers., e . - e . L

6. Likety devaiopmems amﬁ exg;e{tad resuits SR T ' T

- Further information sboud fikely de»relopmema irs the operamns of ‘the Cmu;} and iwe expmed resul 15 {}f H'zr:use f)perclizms i future e
- financial yeafs have ngt Been ingluded i st repozi hecause dssc:logwe of the zn[ozmahm wou o be llkely ‘tfn femif m umfeasmable ;}1ejudzce e

o the Gfou;} L . . . . e

_":--:'_(a) the Cr{mpsopefaumg in §uLurﬂ§namc years, of .
SR 'zhe resuits of those operations in fulure finangial years, or -
), iﬂe Group’s state of affairsin future, ‘flr}dﬁ(llm years.

o -7 5igmfrcam changas in the state of affairs ~ ~ ' ' ' R
s There were o significant changes o, the state of affairg {31‘ the Group durmg { 2. year ended 30 Jung 2{}06

00 August 2006, the Group announced that e Comgany’s business divisions will now report financial performance afc}mg {our m;iead of
o theee separc:te buginess lines; Mortgage Managertgnt, Funds Management, Asset Manzgerment and Finarcial Planning, e

: . The change reflects the evolution of four distingt revenye generaum; brsinesses within Chailenger and will provide the oppmtunzty for smore Pt
2 detaited analysis of the key drivers ang financial pef{mmaﬂce o{ eam dl\n:;zm it il alaca {wﬂ"es %dﬂ?’y the mviﬂbuhov {}‘f fee Ja>ec§ revenue E
“as it continues 1o grow i proportion o zmai revenue. - . L . __—

) Key elements of these maﬂgss include:. RN Lo : o B o e : . -

. Fhe geparamn mf rr‘anac;emem an d f’ep(}filz’lc; Imen ot Fum{s Mar&dqemem ard Pmanma% Hanning (mdz;dmg Synergy} untif zecem‘iy tiwe -

T managernent repoting line of Funds Managerment and Binancial Planning have been combined and reported under Challenger Weaith 7
“banagerent. The separation of these reporting fines recognises the ’ﬂanagemem changes and the distinct Opezatmg emﬂrmmems rmd

underlying pecformance drivers of these respective basinesses. . e N . e

The renaming of Chalienger e to Asset Management — in rﬂmgm'{mn of (i 1allenge; Lif 2% mrreawd focm fuy geaer&imq mr girlai;m and L
e mnanageraent fees from asset managerrent aciivities. This name better reflects the, sizategzr objecilves af Bzm dzuzsmw e th arn empﬁa«#s or o
- zlveaimem performazl{:e .—md szsoczated '?ee mcome rdtwer “mar 'famd;ng SoLrCes.



8 Enwmnmentai regaiatmn arzd perfarmance ' e e o T

The Groug ads as a trustee o responsibie entity for a ’wrr‘bef f)f proyez{y %?usis, }nc:h have major g}m;}er‘fles thoughout Auwaha
~These propertias are sulby ;ed o environrnental regulations under both Commonweaith: and state legislation. The Directors are satisfied zha%
Cadequate systems are in place for the management of iy environment responsibilities and corapiiance with various legisiative, regulatory :
- and ficence reguirements. Further the Dirgctors are not aware of any breaches of iheyh reqwreme‘fﬂs and 0 zhﬂ beﬂ of ihﬂ;r kﬂow\ﬂdge aJI j_
'?CI.IVI'{IES bave been undertaken in compl;ance with envitonmenial requirenents. . . L S

Oi% 25 Awgasi 2006, the Duec‘tm of the Com“pany declarﬂd a final d;vldend o fydmafy shares in respect of the year ending 30 June 2006,

= The amount of the dividend is $29.6 mitlion which represents a fully franked dividend of 5 cents per share from current year pm[n:s

“The dividend has not been provided for in the 30 June 2006 finandial statements. The dividend will be paid on 18 Ociober 2008,

_"sz 24 February 2006, the Birectors of the Company dediared an interim dividend on ordinary shares. The total amoun of the dlwéend
et 5145 mlhon w}zmh feprﬂsemed a fufly frapked dividend of 2.5 cents per share from current year p?of 15, This (:fmderld was pald on,

L2 Al 2006,

O 26 August 20085, the Duecmz» 0‘5 fhie Company dec d?ed # ?’mai dmdend o omjmazy ;hares in nespecr% of the Z005 {érﬁamza year o
. The total amount of the dividersd was 328, 8 rriflicyrs which: represen‘red 3 fully {;amked dnﬂdenc} {:f 5 gents per t;ha;e “P'm dmdem} was.
- pald nn 2% Octoher 2005, 0 e O B .

L “1¢. Transition to Austraisaﬂ ea;uwaients 1o mtamatmnai Fmamai Repartmg Standar&ﬁs {AEFRS}

.. [The financial statements for the year ended 30 June 2006, together with the comparative figures, have been paepmed i accardar&c& T T
“owiith AFRS. Changes to comparative information have resulied in a L dwe deczease i equr{y af 1 july 2(3{15 arr‘oufltmg m 5188 g.million.
- sflcludmg & tecrease (o retaingd sarnings arounting %591 [friffion. o .

tndemnification and insurance of officers and Divectors

f’.irﬁ accmddme with its Constitution, and where permitted under relevant gl siatmn o regtla%mn {1e Cmmpdny mdﬂmmﬁes Lhe D recions and -
- --_joﬁit:ers agains’. ait Iiahi i{;es i{} aﬂmi"er DT iha% rady arise {zom "me;z poswmm ay dlrecmra i officery m‘f the Ccmprmy ard |‘és t;uiss@anes, EE

RN FY acmrdame wﬂ:h the prenisions f)‘f *me C01 pommns Ac;‘t 2(}(}1 tﬁe Cempar&y s IP‘S{HPd zhe DuPc‘mfs and oﬂicers against I|ab|lme> rﬁcur{ed '

dn theis rofe as direcios and officers of the Company and its $a§;§zdzaz|es The terms of the insurance policy, induding the premium, are

“subject o confidertiality dauses and as such the Company is prohibited from discdosing the nature of the Habilities covered and the premium. - 7
© e The Compamy has not given or agreed o give any | ndemm%y %l:a an, dudlz’or of the Groug and has nost pa;d any prﬂmmm for ins aﬁmce_&gaéﬂg B
ihat suditor’s Babilities for legal costs. [ . ) S e

12, Significant events affer the balance date "~
- The following significant events have occurred since 30 June 2008;

Chaflenger Life No. 2 Umited, & wholly owned su msidiary of the Gfour)e pdid 5226 ? mi hom in rms;}ecl fnf the secovd msszdlmefﬂ on. i
-~ iwvestrent in the Challenger Infrastouctuce Fuad (s controlled erdity. of the Group). . . e

.. - The Grous intends o explore market interest in an initiative 1o launch a listed Aus!zahar& Real Estate 1zlve5imem “Irusz \:\m;c:h Wli be anmumed

L ors 28 Avgust 2006. If the inifiative proceeds, it s anticioated that no less than $500 millon in directly held real estate investment progerties
“willl be released from the Group’s balance sheet. If this proposed fransaction proceeds the Directors do not expect rmy mazenal mpaci o) iﬂﬂ L
"-pr{:}m ard lozs of the Group, as al I real estate investinent pmpﬂmes wWere ndependerlzly va\ued a5 at bal Gl date. . : . e

3. Remuneration report - DR e ' T T T T
- This report outlines thie zemuﬂera‘im ar{angemeﬁis i place for ihe Campdmys Dlrec,mzs and Exec,uhves Fhlg ;ecimn (Sﬂ-ctmn ?3} m’ the

T Directors' Beport has been audited by the Company’s external d{}{}lliﬂf Er nst & \’ouflc; aﬂcf %he valuaflom of our *ong -term, mc,emwe sci"eme
" has heen mdependen[ly valued by Pncewaiemouse(?mpers L . . ) L

“ Remuneration philosophy - . e e e e e
o The performance of the Company depem& {zpm the quamy 0‘5 its Directors and Brecutives. F;} pmspef U%c Compaﬁy st a'{irad r"amlvate

- “and retain highly skiled. and experienced Direclors and Executives. |

_"_'Cna lenger’s apgrnach fo performance and remuneration mana gemﬂm can b chasaczen:ed as, . .

' ':'« actively supporting the execution of business sirategy and the development o{ ars, emfepremewlal leam cultuz

:ea pzomdmg Lompezmve rewvarts to attract aryd retain by @h califsre Executivas; ) Y P
mn H;ua urﬁderpmmng ‘the c:rm at lisik beiween ﬂ';e Compaﬂy s performance, )




° es‘édi}izmmg dpproprzdfe cm{i demandmg pezmrmamce hueelles in relation 1o a‘r—zlsk Eye uhve sernuneration;
® "?llc:v“dtmg 8 sigrificant partion of Executive resunaration ai—wsk dﬂpendpm u;}cm meﬂimg pre- dezermmpd pef{mmance fwrdiﬂf; aﬁd

e bezng competitive with contemporary mdrke‘tplace pfawce

Co U Dverview of elements of remunera*ﬁon
co o Non-Erecutive Directors - : e T T e T e
L Mon-Executive Directors’ fees are set at Ievals whm feﬂe{:t the regpomsmzlmes and izme wmmitmenta feqwzed 0 discharqe t}zelr di_.lie‘i
- inorder to.maintain independence and im: paftid]ziy these fees are ot Imkec% 10 the peﬁ@rmance of éﬁe Cmﬁ;}amy : .

L -Execotive Directors/Senior Managers - T e ' o o
L Exerutive remunerafion comprises both fi){@d cmd at-risk compmnenis il}fed remune?aimv pzowde& a c;uaraﬂ%eed level o{ {eward bdsed an
s the Executive's role, skills, knowledge, experience, individual performance and-ihe employment macket. L .

L Adrisk rerauneration rewards Executives for achieving financial and busm&s {arqeia and mcruasmg 5%azehe rjﬂ{ value Hwe 1N, be{Wﬂen 'flxed
md a% n:;k remzmpraimn depends o the seniarity of the E}(E‘{ZUEIVP e .

Elemeﬂis af wmuﬁeratm Dere::wrs

._ Sa_ﬁiﬁr-ﬁxe.wtisr‘e& '

Nrm Exew‘twa __Exec_qtme.__

. Fees. . o
o Salary ...
. .:Com;)ulwry Super "
- Qther Benefits
- Shortsterm incentive N
tong-tenm dncestive . . e L

CEed

Atk

- Service Agreements, ..

. -Post Esnployment. S .
FRE - Termination Paymenr —z’ormer exeu,iiue dzre{:mrs e
Cand senior execiitives .

LNA

" Remuneration Commitiee "
L Role of the Remuneration Committes - R o T S ' h
CThe Rermuneration Commities assists the Board i rzchzevmg fawess rmd 1rrms;)arency i reiaﬂor& 0 remtmeraﬂon Buues whzlgt overseging the -
“rernuneration and human resources policies and practices of the Cormpary. The Rernuneration Commities endeavours to ensure that the ™ - - 00
.'-xompanys ramumﬁzaﬂom polzmes ar‘d Da%wmes strike an appfoyr aze ﬂalarﬁcp betuveen the m%ereszs of 1h== Camprmys q?wareﬁolders ard the -

!*e *eag}msmazzes of Ahe Remunerafion Cofmmities m{“ude S e e e
- ¢ ensurmc; the Company has coberent {Pmuﬂeraizoﬁ pa |ues aﬁd practlfea {0 atiracl, J”Gldll'i anr} rotivate £xec,{.{iv =3 amd D%sectar_s who_ wi_il
o eregte value for shareholders; - U . BT e G
e establishing oriteris to be used for asessing 2’"16 Emgloyee infermﬂ Plaﬁ (B J ar‘d dﬂiﬂ{mmmg the. achdl fp alloccizlm wavzng rega;d iis]
o ésaw thnse Criteria are med in the relevant year;, . .. . . e .

____mmldemg employes souity plans and. alit)fatloriss under pulels plar\s 85 pari o{ fhe l_ong Terrn lnrenim Blan {LTiP},

- e rpviewing the terms of remuneration for the Chairman, Chief Executive Officer and, oﬁ'zer serdor managament of ine Company, mcludfnq
T the griteria. for assessing performancs; .. . S - e )

: ___rev ewing and establishing the level of remunesation {ar Nan bxecazlve D|mcmr>, ancf

o ensuring compliange with the provisions of the ASK Listing Rules, the ASX Corparaie Gavemazlce Louncits Pr*nm;}ies o*’ Good Ccn pcara%:e*
--Governance and Bast Practice Recommendabm‘; and the Corporations Ac. S . o

Sim:e Challenger’s sting in Dacember 2003, the Remuneration Committee %@as cont nued 1{3 review aﬂd amend the Companys em“une{amn R
“framewnck 1o ensure that emplovee rewards drive the desired behaviours and that g robust link exists hetween remuneration and performance,




*.anbers!up offhe Remumeraz:m Ccmmfziee E e
“The members of the Remuﬂeraizm Cmmml‘aee ﬂ;mugnout 20£}o were:

. e Peter Polson (C wal_rr' am}

o e Rugsell Hooper
e James Packer -

o Ccmpany per'fc}rmance and remunera‘tion imkages DR 3 S _
- five year performance - - R T e : _ e e
. Bince listing, the Board has set chi §lengmg ﬁrlam:mi gﬂrfefrr‘arﬁce 'targe‘tﬁ 'for bxem%mﬂs amd ha> di:ecfly at |gnﬂc§ Execazfve mcm{zves ‘ta ‘the :

~gchigvement of those targets.. _ . - _ L e : L

" Link fo performance " A, e
Al of the ai-risk component of, exe‘fuwe ;amunara%mn is %led 20 per?m rmance.

" Executive short-term incentives are tied o averall performance measusas for Chal enger and sg)eczfjc measures 'for busmess p aé:forms inthe -

*-areas of financial performance, Earnings Before Interest and Tax (EBIT}, Return on Net Assets (RONA), Funds Urder Management (FUM) and
U cihels individual performance. Bach year a performance contract specifying performance measures is set and agreed with the Executives, .
© by that Execitive’s manager., The performanca cantract of the Chief Execative Officer s et and agreed with the Chairman.

Executive long-tarm incentives (delivered- thfougﬁ twe fomq Terrr‘ Ingentive Plan) are tied to Qi’OW in Cha]lef“lgers s%are price and aizsrﬁute : -
~ogrowths i Total Shareholder Beturn. . e . T . .

I _ The %di}lﬂ befow qmwx how %pﬁa{;c measstzres o'f Company per{m ragrce rmd sh drehoider vu ue % ik ‘{0 EXE(‘UUVE‘ &t~ ri5§< rﬂwards

- Measire,

._'_'.'__Exeﬂutwe short-{erm mceﬂtrves T
. -are dinked fn gernings BB (Bn)

E FBetore $2580 rmihon it o in f}oodu\n

e Executive ong-term incentives . .. Dividends per share (cents)
ware directly iinked o share ;}rice ’ - Earnings per share (tents) -

.___'and "TSR growth o . '__'_'-f_(_e_ar__end_ share price {5 .-

Chaiienger Ta‘zai Shamhaider Retum and ASX ﬁ{iﬁ '

5_3-— Chai enqer Fmaﬂf;lai
: " Senvces Group Limlied

':_ASX 100G Accumu[arron
index :

ffﬁw

. Jun Au.g..”:-.“{)c: Dec - Feb .'""Ap{':'-.'_'-'._':jun._"'::.Aazg_.3__3-'.Qc:' Dec Feb .Apr )un
04 - 047 04. .04 0505 050505 .05 _9_5.__..._0?‘..._..._{3?..




o _-.._Execu*tive {};rec’wrs amd samor executw&& remuneratmn s
CL Executive feam e
- The following pe;sorss were Exerutives of the. Company du{mg *fheé

m"mal year with H;e mghetﬁ rermuneraiion "knd slre tegic aurh{)ﬂz Do

. " Exgcutive name __?osmon o

o Cutrent ' "'-Cpmme_rz;cemerzt_ date
: -:'}\gimiey_ﬂ_: -_ R
R Woods,
::"--.I._B Benari -

:.Ch et Execuiwe fo;c:er T
- Chiief Executive, Asset Mamgemenf :

- Chief Execidive, Mortgage Managemem e
. Ex-Chief Executive, Funds Managen“enr anci Finarial Pldmmg
_ " Deputy Managing Director - ' '
~Chitel Enangial Dfficer’ . o
“+ Chief Executive, Funds Mdrlagemem _
1 Managing Director, Finandizl Planning'

. Cessation date .
12 March 2006,

" Chigf Financial Officer T el

i e

'-erar%‘or I\e“c,mom' h*m Re aiions and Acwlsmons

i Bogar cozmrzenced 2AU[HCYITHENT mlLrl e { arpany o % ’\iovﬂmhcr 2005 a5 Chigl #

'Execuiives remuneration policy - o
Ty Boacd recognises. that the Campany aperat

: '-._Arirac:{fnq, developing, molivaling and retaining lalent i e55em|al for ‘the Campamys QOODIE SUCTEES. S

“The remuneration policies of the Company are designed to reward Company, business unit and individual per'f{)rmamce aﬂd {:asely aizgzl me
“interests of em;ﬂoyeeg 1o those of sh zarei o ders # mugi% e yse of short-term rmd mc; tern mcerztzv& e Company's remare;aim_r}_poizcy
focuses o ) . . . U . . - T e

e ciriving pe{formame over and ab{we s}zarehm dc-; dr}d mdfkei ﬂxpﬂcta{z{:}m, s

e ensuring at-risk femunera%fc}ﬂ i directly firked to, the Company’s gﬂr{a}zrrance and Usat mdw dLIaH who mmzlbute s} {i'zla pﬂrf{:rmamce are -
Lrewarded, UL T T S _ N O

_-ensmzlg pay SZrachurﬂa A mmmensurde th feers, ar‘d e L
= ansuring key Execitivas f1 ave a personal Intgrest in H;e Compaﬂy 1hrc>ugh equr{y ownershlp

“ Philosophy and frarmework - : e - C s
. The remunieration framsework has ‘thfee c,ompmer&fs Tﬁefg are gonsistent with {WOyC' of comgeiztors :—md have Deen deugmed io dr e st}peﬂor :
- fevels of performance and 1o dosely o Jgn Executive end sharehoider zflzereszs; Tbege are:. e |

a Fixed remuneration - base salary and superannuation. . e T
'-..a Shcni teren incenitive gidﬁ {Ereployes ncentive Progrars {b[[-’)} — ana cashl, bom; w;th deferral {ar sorme %ey £xeaut|ves

s Long term incentive plar {LT1P) = Executive loan funided share plan {treated as an Option plan o wrder AIFRS).

~The remuneration philosophy provides for Executive remuneration (o be predominantly at-risk, meaning that baaﬂ sa]ary and ﬁene{zis form
.__"fhe only gart of potential annual remuneration known 2t ihe foinmencement of afinancial year, . .

- HP awards (incuding annual cash bones and deferrad) are entirely dependent on the overall armual peﬁormance of e Cmmpamy amd 'zhe
~irdivicialy com]zbu‘aon ‘io thiat pﬂrf{)rmance This approach ensures a.direct and strong iink between e Comaanys annual performance
ard ixewiive rﬂward R E




1:1 a{!dmm; the LTI g]deeJ il dlrec:{ nk beiweeﬂ Executlve zewafd aflé {he creamn 0? ;hafﬂha]dﬂr vaue mmugﬁ éﬁe 1>su9 0? ;hafes w xey
--.-enpl{nyﬂes o . : S ) o

* As shori-term incentive alipuations are deierm ned af*.er the end of the ffnanc 2 year aﬂd ae dlre”\ Y de;}endem ors the fompaﬂw flﬂdﬂﬂ_la| e
~perforraance, Executives are not advl sad of a %dzfge‘i i}orms amotam As sum C 1ap19r ZM ’3 GB{Z}(CJ m‘f Uze Cor;}ordmns Acé. 26{)? Reguiamns
dnes nok dpply to the Compaﬂy : R ; ST o .

Al Brecutive Direcions and Execuhves rECRIVE & 'f|:<ed wmuneraizm {:amporsem Féxed rﬂmuneratmr& i fewewed rmrsuai A amd i3 de‘fefmmed z}y
e scope of ihe individuals role, their level of knowledge, skills and experience, previous performance and market benchrmarking. - S

- The Board assists fo sef fixed rernuneration for its Executive Directors and Executives al the median for comparable Exeoutives in ASX ™
gormpasies. This complemants the strategy of heavily weighting the at-risk amourd of Executive pay to encourags superior pezformame
" eonsistent with & strong performance drive. Adiustments to fixed remuneration are made rmr;ualfy, |F at all, md arg x:aased on rrﬁe, pay govmn S
- felative 10 compafab?e markel pay . aond pezfm manee i the. mle. B . . . T i

--sugeramnuaim and anmlary ber\eﬂ%b e -

e in genergl, the fized remuneration comgonent is g culated futyl-) %ozd] vost 1o compary’ i;asm wr{h the cost of employee bere‘fl‘{s t;ur:h af; =
. superannuation, motor vebicles together with fringe benefity tax appluaz;ie 1o 2?1039 x}enﬂffis bezng bema by ihc- ernpl ayee S -

. - Al-risk remuneration - Short Term incentive Plan :
Sl lengers Short Term lm:emwe ,ﬂap is called the Employee Imemzvﬂ fan (£1P}

e gim of the EIP s 4o zewafci {amd i1 some Lircumstances reiam} Ex&cunves who izave made a 5|§;m{zcam stsiflve f“an[r;bm;m Qver, ﬂ;e QL_J_zs_e____
- of the finandal year. B . . e . St
a‘;}e.f;t ._O‘f'- aﬂ,v .f_ut.:w_e f‘ir%af?cial. o

- The EIP s provided em;rely at éﬁe de{:re?.mn 0‘5 ‘fhe Baa;’é dflci mdy be sub;ec:{ m .—Jmendmem or wnhdzawai M
Tyeal Partic paiuon i !he EIP is mi & corshc:c:{aal rzghz e A . . .

-..__Efigibifity . . .. e e . e e
LY permamenf Chalt erzgez emplayees who commence prios 1o 1 A;}rzl ir) the g vers year are ehgmie 2‘0 paz‘izczpdie i1 %ime BE

. Determining BIP bonus amouts R - o : ST DA
- Bonus amounts are dependent apon “ma Campcmys overall per farmarme a5 weli g5 Exewi‘ves F;er'fc:rmar;c:e agamsf“ mi}jectwes amd “éhev U
“behaviours in seference to principles. . L . e .

" The Board determines whether an Execazlve i entit ed to am EIR payment and ho [:he quamam o{ such paymem% H;r{am;h p»:'r'f{;erar;r;hr
Crating both achievement, agamsl set mb;ecuves and. pez{ormaﬂce in fine wa_rh the Com pcmy szczp%es Lo

. The key financia! parformamce o ;dmm assessed i dei:ermmmg higs Zetai ametnt avalfabla {01 ‘fhe EIP i Compaﬂy Eammm 23e{ore Bonua
- interest, Tax and Amorfisation ERBITA) It is the Board’ view that the level of EBBITA used is approgriate given it is & key measure of the -
.. effordability of the Company to allgcais an EIP arountand it is giso 2 facior used in detetmiring the relative level of the total EIE amou

- Broadly Speaking, the key performance indi cators for the Con paﬂya Exec:{zifve:; are wsed a5 appi#cable m the dmsmn :md ﬁdy mc ude

_ '..3.1 -Earnings Before Interest and Tax {EB ) ' = : ) el : B
2. Return on Net Assets (RONA) | Cme T

{”unds [Assety gmd Loans) Under. Marzdgement {f”L}M) Garmvthy,

These perfprmance wr&dzhow are c;e[ iy lisg wr{ﬂ Cha lenger’s, aflmd? i}{zdgez rmd a;e n[ended m mprove ‘thﬂ ‘mamzaf pﬂ{f{:rmance resu?im
JrLgreater sharehoider, Weali o : - .

Performance assessment - SRR R : S e T
- The Chief Executive Officer assesses ‘2?1*:' per'fmrmance of senion Execuhves at e eflci of each 'flmmal ye*ar and confez W;th t}'ze__RemLme_.{aZ[on :
- Lommitiee regarding his assessment, . L .

..__'_'“l’he* Chairman agrees thie Chief Eyec::unve Officers per‘mmame ‘tazge‘t at U=9 begmnmg fnf zach year and assesses ger'fc)zmanc:e agamsz ii
) __"iafgew i%ne end QT ki [manmai year 1avmg mﬂ‘{erred with the Remuneration Commitiee. -




Di f@e:mrs Re

o _--___A‘t rzsk remuneratmn Lcmg Term incemwe ?Ean (LTiP}
. Overview _ S e _
<o The Board considersd #H necessasy amd dppfopria%e o esla }iz&ﬁ e [P 1 feiam key Execaizws rmd encourage behawour i me Iong—ierm
S best interests of Challenger. The Board considerad that a reward strategy for Executives with a heavy weighting on long-tarm incentives was :
essertial i1 aligning Exacudive and shareholder interests. The LTIE wag appmved al 2he i;me 0‘5 corporatzsahm by azmimléeﬂ o : L

._'_”i he BIP desion principles seek to satisly the following requirements:

e inceniivise senior Exequtives and reward themin alignment with growing ahare GiCes over if”le Icmg ie{m

LB awacr and retain an auiaia&dmg Exegutive fearn with a proven frack record in & scarge skills lsbour market,
e he marke1 cammpetitive in providing suitable long-term incentive arrangements for s senior Executives; _and L

o follow U'zrotsqh o U* en[loms expressed at the fime Qf the Merc;ez between CPH lwegimﬂm Carp and Chall emger hz{ermiimai
i_lmited .. - e o e BT

T Mesting un{ﬁer U=e L‘é By \ %ypm,d Iy be at regular miﬂrvals over fzve years azld be 54 ;Jecr 10, per{ormance b urd es. T?’le pe{formar‘ce hufdle sei
T by the Board z’or Lhese dwards i ‘Lhe Tﬁa‘f:al ‘Sﬁare =alder Rewm (TSR) Qf 15% compom ;de*d pez I, The vea‘imq is dc-sc:nbeé in rrore de‘f“all
e belowe T : - o : :

- -:_'--Key {aatures sl
S -Rarticipation o thie LT85 dﬁiermmed by "{ha Remurzaramp Cmmmmee, ‘fhe CEO amé 1i;e txec:uiwe Ceneral Managpr HR

) There are two.types of pamu;}ama 0‘5 (Z 1allenge{ % i_TiP
[ e, Participants; and ..

-..1 itial Pamo;;anis i . - . : e
S Bike Tiley and 1 m:; Cuﬂe have Separuie plan rul.et; whlm fuzlda[z efmi y mi tsor *me LT[P deuzgﬂ {01 imizai Parmpau%s

o loan to Bxecutives T ' ' e
C 7 Under the terms of the LHE ehgmie employees ray dediee C 1allen§e? si*arﬂs wr{h the ot bemg financed by & MEECOLrse oan {ram e
- Challenger which is repayabie either when the shares vest or on the six year anniversary of the referer;ce date. Dlvzderzdss paid, on U'ze shigres,

-ssued under the plan are 20 he. pamf o ihe Cezmamy as mze*fes% m e NOnB-rRCoUSe iorm ' e o .

T Performance husdle . ) R ' ) e
- The performance hurdle set by Zha BOdrd 'for trp gzams is an absoluie Tozai Srzdreha de{ Reiurn {TSR} ‘uzrd =} “i e Board =t chmen TSR as the
S performance hurdle for ETUP granis, bpugsc- Ihig ‘wrd & ensires the ng&JTPS‘\ dlzgﬂmem between Cmmpamy ;}erfomarlce and the creation mf
7 shareholder value, T . y . . L IR :

The TSRis deiermmed by re?’e?ence 8] H'ze 20 ddy voiame wezg ﬁed auerdqe share pice (VWAP} i o sthe ves ‘fmg daie fm C 1al enger si?ar&
“adjusted for c:apwaa% restructures cmd dzs‘ém}um]zs {dividends, capital returng and ather distributinng excuding franking credits), i

o . The TSR return of the Company must equal o exceed 15% per annum compounded anmually frons the date of grant (target rezum) for -
- Participants’ shares 1o be sﬂleasc—d at eacn uesifng date. H 50, shares WI] he |m*ﬂed|aiely re]eav;ed see helow fﬁ}* ;}Dczﬁc cor‘dlizaﬂs am)lymg f,{)_ ’
migial Participangs, . R . . e I . e .

“Shares will not be eleas@d Hﬂe TSR ef Challenge? for 2 paztlcular perlod i5 less zham me 124 uzred retur. Howevar if the “ESR m‘f Challepger for
any subseguant period eguals or-exceeds the target return, then shares that could have, big (hecause of the target return for an earlier period -
Aailing 4o equal or exceed the 1arc§e1 refurn for that Qe%’lod) have not g:;{ewcausy ﬁeen re]ea&ed wyift be e easﬂci with uﬂecf“ hmm the end of 'thaf
subgeduant period, . e, - . . o o L . . -

Oﬂ the refease of participating t;hares {once vestmq and pe{formance criteria have beem rrei} Parmlpamta ma;, %.aut are rm't Qbifgeé %o :;e]i me .
' hafe:; ?’foce&da fzom aﬂy sale st 'fmsz be Lsed ‘to pay dovm any. serr‘amder o, ‘f*he ioar; : :



..'V{:“S)’Jﬂjpeﬁgd e
~For all equity grams zhe veﬂmq pemd i 5 y

: ars, Wﬂh "{ha ew“epmn 0‘5 Mr Cuffe sr}arﬂs graﬂ{ed urlder Ihe LTI vest as followa {wbjec“[ o :
. performame excepi wheze rmied} . . e S e . '

Ly 1 Partmpan’s ;zmpurtmn vastmg :
. e% e
C0%
:._2(}% ._
AR L

i.TiP 2 ?amcrpant pm;}or‘tmn ve&tmg _

These shires are any SUhJCC‘i 10 3ine hased vesting fseo Participant catagories belows. .

. __"'Per{m mance on the urvested coraponent of any award will be relested after eac}; year “"om ihe {}aé:e* of grrmi The ?icm dllom 'faz remieutmg
- because the impacts of long-term decision making may not be refiected within the prior period. 1 is noted that relstive pﬂr'f{jrmamce in U=e
: .__suﬁsequen years wm,ld nead o be significant to makes v for any underperformance aver the priog year test periods. . .

oA shares that remain unvested as at the Bth armiversary of the date of grant will lapse. Any vrvested pasticipating LTIP mares W|i be scid by
- the Custodian to reduce any, ouistanding iodn, bought back under the LIE or.cancelled by Chalienger, subject to compliance with the Law N

by Cuffe has voluntarily reduced his participating share entitlernent on two occasions, upon stepping down as CED on 2 Augast 2004 - e

A mitlion reduction in post share consolidation shares) and subsequently in March 2005 (385,000 reduction in post share consolidation shazea} -
“Therefore Mr Cuffe has an interast in 3, 2(‘“} GOQ parimpatmg stwe», 5izbjec1 1{:» pﬂr'formamce hardlﬂs iaemg me'{ 1hese sharms hav& been/are :

.10 be released s foliows: . . . o

e 1,600,000 releasad on, ?GApr; 20(}5 :
e 500,000 released on 10 April 2006.

* 500,600 0 be released on 10 Aprzl ZOG?
w £05,000 1o be released on 10 April 2008,

- Unreleased participating shares arg far‘eﬂed upm ihe resignation 0‘5 gar‘flupanzs exge;y{ iy ‘the CEsE {:}‘f r Cuﬁe who WAL d malsgain ‘m LT[P
‘shares if he leaves by his choice on or after 30 June 2006, Note that while M Cuffe has stepped down as Chief Executive, Funids Mazlagemem
gnd Firanclal Plarwing affective 1 July 20086, hzs err“ploymem continues, wm Funds Managemenf a5 he fransifions o & cmaul‘%zmg "r’aﬂ(}@m&’l%

. Partivipant categories - v ' e
"0 2004, the Board ideniified s msmber Q‘f Imaal Pammparﬁb for wt T Speaa\ congitions v\ni apply, §1avzng wgard w :

the i provemam in ihe share pr;ce since the relavant senior Exequtives were recruited; |

o and

8 fhe 'faci that 1i=e Compaﬁy CO]“{;HU& o) ‘se i a 5I§r‘1§f1(ﬁar'|‘f“ deve fJ;}mem phase 'foz twe riext {ew years 8f1(f z”ﬂe Board Wibhes 1o ansure. ?1&1 -
~absoiute parformance hurdles do not.drive short-term behaviour a{ 2he expenae 0‘5 long -{at plar&mng and decmom makmg

The special conditions to apply to Initial Parficipants are as follows: " Sl

. UzP release dates of shares will he caloud ated ‘mm @ rﬂference tlate wyhich is nominated by ma Eaﬁ}clfd {rather "mar; th: da%e of msue Qf
. shares), being no earler than Aol 2003; - o o . . . e o .

To - lhe fssue price for the initisl participating shares to be allocated w ‘the Initigl Parhci?.; rits was, $2 65 {a:; '?{fJLJS‘iPCf fc:n ‘Lhe share wnsahdaﬂon -
L o 28 owember. 2005) rather than the market price at the date of issue; | 700 e . :

%

of the pmimpawu; sizdres i

nio performance ‘mrdie wag feqwzﬂd o %}e mei {01 the njtial 20 sere reiﬂased af{er ), yeafs from zhe_ '

B e?’erencx—: date; fmd
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8 & 15% per annum compound TSR performance hurdle will be required 1o be met for the release of shares on the third, fourth and Bifth
- arniversaries from the reference date, with the starting price for that calca%a%mn being $2 85 {pasi sha;e cor;SoIJdaiJon} rmd ‘fhe siamrzg
" date for that calculation being the, :>e{:mc§ arvuversar; of the reference ddié : T

S Legacy i_ong “ferm incemive ?Eans

S Prior o corporatisation, cenam Exectstives werg ﬂmfﬁed o ingentive paympnis mder é {:ash based shadow gc:hemﬂ Folmwmq the erprO\fa

Doofthe TP the EXECUTVES wnwue o ﬁava A, emnlerr‘erw 1o receive.cash paymﬂma capp bﬂ’zweﬂra 3 aﬂd T3¢ pe{ {pre t;or;s;oljdaim} share
Sranied. - . . . s ce

"‘ﬂ?e arnount of ‘2%’1;5 ren eramu pa;d i1 % 12 peﬂmd has been de(JO:;E'd a5, Caah L“Zi? pald “Ihﬂ frm ualue 0§ his rerr: un%zlmn in fhe ;3ez|od
“has been disclosed under the heading Fair valkue at gfaﬂ% daie o ) o ; . .

- _'Geﬁerai rernuneration policies across Challenger - RECREEREE e ST T T
< The prindipies underlying Executive remuneration ; zracfurms are. gemera Iy consistent with those mdezlymg e de5|g1 cmé agpljcamn of all -
orernimeration srackces agross he Company. L e . . .

o :--.._%;xed remunieration is market sligned, and suf}ged 1o elzhe{ ndw‘fra instruments or armual review. AIJ permafﬁem em;}byees ;}artlapare
- short-term incentive schamss, with specific reference 1o the nature of the role and o roarket competitiveness. .

U Additionaly, & range of short term incentive schemes hiave been de&gne:ﬁ in recczgm%:mn o{ business, needg ant varying kpy person mk amd e
coostentioncongens, L T S S S . . S .

% . Awards of | fong- tefm pefbrmarzce mcemwﬂa (mder zhﬂ LT[P) are avaliable ie} selﬂ{:f & gl ayees whm are {egarded as buw‘esv, c:r%hc:al or of izlgh o
'-;'._';}oiemjai o e Lo R e

- _--.__”ima Piaﬁ |s d ghare plar; pfov;dmg Emplmyees wwh cm ef ef{we way ch acqmmg an owpersth nfefﬂs‘f m dmf a {:hdrzre m sha;e i, ‘the uLure e

izava bee& & pﬂrmazlem employee {full ‘ume o part hme) of ihe. Cmmpany or s, dssosia 1ed cornpanies for at least two years as a1 1July 2(}06'
' _are stifl an employee and have not temdﬂ{ed zhﬂ;f rﬂmna%zan or been m“ade fedmdam or had Zhe;z empk}yn wnt f)ﬂ erwme %ewmmaied at -
- the dirne shares are acquired; . . . : . .

e 5 _are.an Australian resident for fax pwposes U P o -
Care ol particpating in the Companys Lcmg Tefm lﬂcemzve Plan a{ zhe tz[m: shdres; ane ac‘qured an{!

e are not a Director of the Compary.

. Provided emsloyees are eligitiie to ;}arﬂupafe in the GESE {see above), Cha Ipnger i I gr{f“ d;}prc}mma%ely {{31}1 nm rrore Zhan) ‘H 00, worzh
cof Challenger prdinary shares. . . - . L .

' ~Fartitipants are not permitted to deaf wm meu st wres acqwred undﬂ{ 'Lhe CES? it Lhe ear%zﬁf {:}'f %i'zreﬂ yeara {mm 1i=e dgie fnf c;rant or’
ssation mf emgioyrrmf . . o S ) :



."---Detadg ofremuneratmn SO S ST e
L The sature and armoung of each wmpor&en% of rerr‘urseraﬂor& g}amé aﬂd ac:c:rued i 1he CED cmd each of the &xecazlve oﬂlc:er 'rm{! other
- key management personviel who have the greatest authority for managing the operations of C{éallﬂnger cmd fhe fwe mghesi {emuﬂereiﬂd

- Comparny Executives of Challenger in the year ended 30 June 2006 is set out below. - . . R

: '-Tabfe 1: Remuneration of the Exec“uzrve Dfre‘c:fors“ and Exgcutives fm“ 'zhe year ended 30 Jr_me 2006

: Other
. Post Ecmg e . Termi-
- : T ---._.’%‘.m?iay- _employee . -nation " Share based .
Shar‘t term ampiayee beﬁeﬁts : - oment . benefity " benefit " - paymants
T Salagy ST R e T T '
mmneiary o Super e

el Tebenefits Canneation
U 987,861 1,300,000 405607 L. 12,139 e 2340564 4681124
S T L EERATS o 136,515 58 L el L UE2108 . BEBEIR
R Woods L 587,861 * 4,200,000 e 12,138 e e OES3YE 2,155,726
L CLUBERAIS 70000 L T T IEEs e Con Ll 366,169 936,169
B Benari”. - “ 57,860 4200000 e 2139 - 325,000 . 283,021 - 240802t .

CULBERANS 50000 S 11588 T 305,000, 338212 1,113,212 -

587,861 ._-'_1,910,{309__ ._i_'__qz,iga R I T Ly N O v B L7 ':_';

594,665 1,096,875 .Zj'_._'_'-.f'.'l_l,sss Sl —%WGJ 1,537,324
S D Stevens - 006 E20,498. 1280000 e 12888 S 165000 464137 2412470,
SRR _ 3005 ABBATS 250000 T e UNNERS e o - ET0527 1,420,527
ABIERY L BO0000 L - 1238 - “ o BI5,000 . 253,505 4578595 .

Caggats 400000 Lo T 11,585 el _' . 1‘--_-366 169. 1,266,160 "

o BIABENEIB000 e 12139 T e e 50501 765591

aspayy Lo wz:; ST S 39,019 29?919

e 224001 TBBSTS e 9040 R {230557)_ 849,033,

B 1 V7 5 IR - 195,000 150,333 . 914083, -

alary vady include salazy sacrificed. SUB@EBTY lion: :-md rgor vehicle NS, '
i Tilley's non-mgonetary {Jenehls inclaate fantat Dcz}‘[i’l(}' 1S, foilov\,zng "5.|O{l&tl0ﬂ .
TSNS #N0Y tisedd faie valug during the pericd... '
7 value of. cash (1P s basr@ o eporing dage fair \mluo

‘quity LEIP fair value has Deer: determined in accordance with the prlrlmplos ouﬂlrled [Exgatwiics 5L} 10 the Hnancial siiements. I‘_xecuu\;e DireCtor s Senior
eoutives” totat holdings.is Chalienger shares and managed investment schednes are set out in 5i0te 28 fo the financil staterments, - L

og«nwe iji HJ fJngflf ag duc 0 modzéjca‘zzons r@dmng ho]dmga or 1{>rz‘9|Luf§, on 7k mgna’{zon




3 Executwe B e
: Performame i}aseé ramanerattcm

RSN 1

M Tiley
R Woods
B Benart
g Cuffe
D Stevens
b Rogen
LR Adams
SR Miles ’ K 519

o :--_jTabIP 3 Vafue of remmeraifm Jhaf v?ﬁis m wrur.,— years

"'-Exacsréme B 08
U BAR322 550,819 L.
269,834 181471
221,361 133,079
93,623 .U A0520
306,918 - 7 194,199
AT ETE - 134,497,

Y Ti]iey o
LR Wonds
B Benar "
U Cute
LD Stevers
U PRagen
R Adams S '-'-16? 694 .
Rwie I e
CLTRster, o e AR

R "%he VJL.%G s b{:on ﬁ«JIcuiaLecﬁ ;t% Lno w ua]uP ax;)ense f{:)f’ %hc: ym! £or 1,he un\restod ﬁhms L

Fair | . Fzrs:z' -
cGranted © . date . Grant . Cogrant . date T ke

L Nmmber D g B T
3,000,000 1 19/12/05 . . 2.65 . 132 . 020806 - 0Z/08/08 -
L S00000 ASO05 BT T 0STL 1509/07 - 50910 1L T
L 500,000 AS0G/05 377 - 05T 180907 150910
21,000,000 ~15/03/06.. - UB.ET - 050 150308 150311

b The oan, funded shares afe lrmated @ an omlon Lniiar fmbﬁ i24; Heﬁamd P.sr{y Dmdc;su 5. Ll

[o.B Benari |
P Rogen.

= “Executive service agreements _
U Chisf Executive Officer (CEQ) - T T PR E
The Remuneration Com mir{ec i f’espomlme {or fevzewznq %he remzml?faimr‘ f:}'f he CtG wﬁ } m__us‘a _i;e_ approved Dy the full Board.

“CFQ remuneration T : SRR o - T L
nder the terms of his appomiamefl‘z s Ct{} i\/{z Tillﬂy i enuzled io
» '3 base salary of $1,000,000; -

sz shigt- :fc-rm c“ﬂrmve SLiLl}PC"{ m dCh emq quallra ive fmd qazanzliazwe hufdéea sei my 'the Bmfd



- e Tilley becarne CEO. .

- gontractu entitiernents, bui he will not be entitied 1o any termination payment,

- :.accmed em:ﬁememi&

“-of $750,000.. -
_ '_";_'Oz”her._.f;xeagiw_es
- Name. .- Term of

Natica

§xgrz on _
statements

---___"perie& by 'Z_
- Execgtive

LCurrent
- Roods "

"";_.B Beéa_r%___ T Oy

D Stevens | 25 weeks
L 26 weeks

.76 weeks

© Former.
© T Foster-

T aBwesks e

Tesmination payment ¥ Chellenger wrrmr ates the Executive’s srnpioyment other than for cause.

ATAnQersent.

Fued _mr[sunaran.o_n__is he mra;;;;_q; ratg of ﬁ_x_ed_pag_ for z-‘-‘{_{]{i_.__ SRS

. .'_* a ?5{)6 Q00 interest frﬂe [map fl:ar ‘the pur;mse af mv&simg i Cﬁallenger investrent produczs, oiner z‘han Chal Brer siﬂarem and :
« g retention bonus of 250,600 after theee vears of employment as CEQ and a further refention Bonus of $250,000 at the end o{ year 'fl\f{?_._'__'

e M it ey is not entitled to partidpate in the Challenger Long Term Incentive Plan (E11P) However, following s .
- LCompany Annual General Meeting on 23 Novembser 2004 Mr Tilley was aflogated 1,000,000 restricted post share consalidation Challenger .
s shares, funded via limited recourse inan and issued at $2.65. Following shareholder ap;:;raval &t the following Annual General Meating, Mr- - -
~Tilley was allocated a further 3,000,000 restricted post share consolidation Challenger shares. These shares were issued stbsiantially on the -

--.same ens a5 the Long Term incentive Plan limited FRCOUrse ﬁ}di‘ :;mc% gscfow Londitions, wn‘h @ referﬂmce date of 2 Augusl 2004, the date -

v Tilley may terminate hz service agfeemam by aiving 12 month& notice to Chai emgef if whzch suent he W%H 1eceive accrued s{aiumry cm{! -
! short-term incentive payraents, urwested shares or future - -
- retention payrents. Challenger may terminate Mr Tilley’s service agreement, in which everd (other than in the case of termination for serious
o .m‘sc aﬂduct pocn perfmmzamce o incapac&ty) Wr T%Hey will De et ed m a pdymem 0? §2 rr‘i Iiom i?’ 1ermir‘1ai§m is wizh%n the {érst %h;ee y@azfs,

“Where termination is 'for serious mmcor&du{i or poef performar‘ce, i\/zz Ti Iey lel ? o c-mjfle{! 10 ac:czued enmlpmen%, blzi §=e W%H nothe "7
Centitled 10 2 1ermmanor; pdymeflt excepz wihiere wrmmamm is due Ty } r;c:apriuzy il whlc_n case hﬂ wnl ba enuzled 0 ter mmanom paymem

“Termination .
payment’.

pemd by
._{_:b_a_%ier;ger_

- Gaood leaver retain. -
- unvested [TIE, -
Pro-rgte borus - S
_ Good legver retairy .
- lnvested LT -
- Pro-vata boras -
Gopd leaver retain -
- unvested LTIR, - L e _
~e o Provtata bors T T e e
- Good leaver reiam :
- nvesied TR
- Broecata _bmms "

. .. Peerata bonus, -

26 weeks

6 weeks

Good leaver retain -
. uirested TR -

- Pro-rate bons.
Pro-rgta bonus -

S t3weeks

oo 15 bomembezf 2006 I\.r"r {,U‘?fe u\.ﬁi c,onLu 152 0”' }w mungemerﬁs rJDOV&. wi Ln {}’ alleng{zr ?urmds Managw*ern d‘;t(f,f u\.h ch 230 Wl

hareholder approval at the - .

26 weeks non- ﬂompﬂw '
'-_ancl [ sahmidﬂorz )

"-_"26 wee?s nor- mmpﬂzﬂ- e
et rpsesalicitation - -

26 weeks nor- compete -
~and nor-solicitation -
T 26 weels non-compete. L
_and nozesplicitation. . . T

26 weeks non-compete
‘and non-saliciiation

13 weeks hors~{:{:mp92e o
. and 26 weeks non- -
solicitation - . - -

26 weeks non-
L esolicitation

TAnSIHion 10 2 consuing



Cn appropriate crumstances, Chal enqez neqaﬂa%es a fe'szzamt c:»f zradﬂ W|[h senzw ixecuizvea ugon cegsailov {}‘f er employmer“{ 10 p oiec,i_ -
the legitimate business. aneresfs of the Company S L : . IR .

C L Non- Exacuime Dzrec{or remuneration
U Policy - e T .
c o Challengers zemunera%zom pahc:y for MNos-Exacitive Dn@c,wrs #ims 1o ensuse 1haf 2’"16 C”ompany ccm altraci cm{! retain mtatﬁy qkzllﬂd
wperienced and cormitted people {0 serve on the Board. Total remineration for Non-Executive Direcioss i required 1o be approv&d z}y
biagehotders. The gucrernt maximar: approved by shareholders fo be paid to Non-Executive Directors amounis 1o 51,500,000,

5

o “Non-Executive Directors are nod entitied 1o receive performance related rernunergtion or o receive shares hroudh pariicination in any

" Chsllenger . mcerziwe gian Therg are no schemes br feilzumen% bﬂrseh?:;:_mlh fhe. eycep‘tlon ﬁ)’f si:amLory supe\ramuazl{m 'er Bt Execuizve Y
.D;redorg . e o .. . . . N .

' '--._'_?siame .' Pasztm _' ) " First appointed

. Chairman Lo
" Chief Executive Director
Cebon-Exeoutive Disector -
T Non-Exequtive Director-
: . Mon-Exeoutive Director -
D Jarnes Packes *Mon-Exequtive Disector .
Cdarnes Service - UU. - NoneBxequtive Director. -
Brenda Sﬁanal"an Ncm Execuhve Ds;ecmr ’

D peter Pmlmrz -
Do Mike Tiley L
L Grahar Cubbin,
o Russell .Hoa;}er... .
s Ashok Jacob |

: :--.'_Yues payaile ¥ Nom ;:xecuzwe D ;ﬂclar ;—er Sei fjut bﬂlow E—
f15-:'_'--;Baarg{€¢mmntte_g_ ' CCRote, : o
...__.1-{3{3}0(}(}__':.. _'
: : 5,[}(}0;--._._'_

10,000
-10,000°.. -
45,000

C hgdsrman '

TR U Mernber
_Remurnigration Cormmities = Chalery

_C_ampanyﬁA_ud%t and Compliance Conmmities - Chialman O

i Member

Cherian fees are in addition 1o rember }feﬁg_ N



"-._.Deians Of éhe nature and amount of eac:h element of the emf}%umems of edch Nl:m txec:utwe Dzrﬂdor of ihg Cnmpany cmd o'f Uze Gzou’
- the year ended 30 June 2006 are sef aut in the table bel oW . . N . .

i Tdbie 5 Rprnuneraffm of Ncm fxec:uﬁw Dfrec:fors“ for the y?ar r—nde\d 30 j{me 2006 ST S Cee
] Shscm ‘éarm L Pa&b L Zaﬁg terrey - Term L o based

_ - benefis ampioyment benef:ts S penefits - payreents -

727 e R 27272
R Mpopertt <l T T o006 | 2B T8 e e e AT
S e L2814 2,896 T T e L 1BE 80

CLAOBAYT L e e 00,417
B . 5000 e . B ~115,000. .
B Shanghan -t 0006 ABTEET 2489 e e T T e T 50,000

U Acts as w Diredlor in conngcy ion \mLh {'}I&"ﬂal ging thedr chities a5 an e_x_e_c tive of Consolidated Press Loldings {CAH) gad consequently do not currgnily take fo
e service. o e : D : LT T P

Inchudes Chllenger éisLed HVESEIENLS L Lod {&LiL) ‘fees of §40, 43()()

_"=‘=_|n< hudes CLIL Porr;mﬁ%{ﬁ: feea {:)f iuu GOO o .

'-..”Lfcluswe of HST. o

*+Salary mnay incude s«JIa;y sacrificed supomrmuallof R B e N . -
--.._"_"Duians of Directon” and senigr. Exeau%mes ol ngs | i C”nallengef shares and thema are ;e‘f out. in rwc:aie 79 o ihe financial s‘faiemems
- Non-Executive Director contracts T e ' ' T )
. Directors’ service contracts may be summaﬂfsed ay 501 Qs

n - “The duration of contracts is from 6 Movermber 2003 gl tﬂmmated 3{ DI?QCI{)F‘: zﬂ*.;rﬂ and are feappm;rﬁ‘f“ed d & Afmuai Gemefal Meeimg
T T e appintreent i deamed o be continuous. : U . . R .

wew bo pering of notice by either. Director or the. Con“pafly i% ?equzfﬂd 0 1ermma<:e a Directon’s service cmz‘uac{

" » Mo termination payinen(s are stipulated in the service contracts. Howeve{ ‘the {:Qrzaprmyg {:mauruhcm aﬂQW“; paymemia iis] Dlredors fri th
ra‘:lremem ‘;LJ’B]E{‘L%G '1he resirlwms 0{ 'the %aw arﬁdhﬂ ASX_Llsrmg Rules. - -




-..Ufu:,saed ordmafy Shdres u{ Cﬂaflenger ¥ mamal Sef\rfceﬁ (3 oup le;red i}ﬁd&{ upi;m plana at 30, Juzle 2006 are se{ ot m %he followmg %able

: ..'__Exemsa pnce
$3 250

. * - Expiry date -
- 22 De{:ember 2(}13

S Cor saa]zdateé Pzeas Hol dzngs L=mlied

'_"'O;szns |ssu9d o Consolidated Pfes‘; Hoidmgs Limf{ed are. ﬂom irans{erablﬂ aa% ag}‘zzana arld mdy be EXeris
o thieir grant date (22 Decernber 2003). - e i o e

-:'_Nca aptions. were grdmied fo empioyee-s caf Thie {;smup dumﬂg U*e year No opiiom WErE exerd] sed dm mg ihe ye*ar emded 3(} 3zmc EG{JE .

14, Rounding - . T
“The amounts wntameé in e amuai '?mamal repori have been roamded Q{F o We ﬂearey‘“ $1,000,000 wder the opin:m avaliable 10 z”ma SR
Lornpany undet Australian Securities & mvﬂslmenb Commzwan (A%i(, Chass Order 98/0100. The, Campcmy

-._omier applies. | . e T e T

15, Auditor meﬁepemﬁema ami reaei- audat services o T T e e T T -
__"“ihp Directors received the following dedlaration from the du{ilwr 0‘? Cha Ilenge{ Financial Services Group mited. - -

L]

E Ermst & YOUNG i Pt & Yo Conre .
BB G g S Faw
Syalpazy MEWY 2R 2% Syidney
Austaraia achangs SUEFE

T fom Bindl
Serlnesy MEVY 2001

Luditor's ludependence Declaratlon to the directors of Challenger Financial Services Sroup Limited

In retation to ow audt of the financial report of Challenger Financiat Services Group Limited for the yesr ended 30
Junme 2006, ko the best of my Knowledae and belief, there have been no contraventions of the sudifor
independesce requirements of the Corporations Act 2001 or any apriiteble code of professionat conduch.

Brian Long 3 Frrist & Your ok

Pariner Lirned linbiity by the Accountants Scheme,
Sydrnay apprived under the Professional Standards

25 August 2006 AL 5954 (MW




-._'-NonAudztSemces . BT R, . _—
- The following nor- aud;f SrYiCes ware prowcﬁed fy the emuty S audzwr Ems‘z B Yﬁamcg The Dwec{ms are ;azufled ‘thar 1he ;}mwsmw e'f nope
- audit services is comngatible withs the general standard of independence for-auditory imposed by the Corpmrgizsm Ac{ 2{}{3? The nzture and
L scope of each 1ype 02’ non-audit service pmvzdﬂd means that agditor. %mdependeﬂce was ot campromjsed : . .

_ '---.Tax compliance ‘;&W;CES
" Due difi igence services.
“Actuarial . .
--'-'-Ge._her assirance $EW§C€_5 -

b Tilley CGA CaJi;)_b_i_r;
L Divectar .. Birgctor .

25 August 2006 R "25 A{igusi 2006




Governance Statement

Corporate

. Yha Campanys approach to Corpora‘ie Gavemame T T B ' :
1w The Board and management of Challenger Financial Services Croi.fp Limlied {‘fhe* Campany } recoynise ‘émﬁw dwez» am} abizgatlms Lo T
- stakeholders o rmplemmz angd rmaintain @ robust systern of corporate governange. The. Company bedieves that the dd{);ﬂmn wf goﬁd c:mf’paf’aie a
S governance adds real value 10 stakeholders and enhances investor confidence, 7 . R .

S The Company acknowledges the ASX Corporate Governance Counal’s memplﬁﬁ of Gaad Corparaie Gavemame\ and Bes‘z Practice ~ T
- Recommendations {Guidelines). This report provides details of the Cormpanys compliange with hose recommendations or, where ap;;mpflaie,
coodndicates @ depariure Tram the Guidelines with an emlar&amom Ir: pf’epafmg ‘fhb zﬂpart ‘fhe {equemem%s; o{ %hﬂ amendmen‘rs m ‘fhﬂ L
Comporations Act undes CLERP.G have also been addressed . . e e

- This statement refiects the Company’s corporate governance ; ysiem a5 af 26 Augasi 2006

: : This report applies to the Company and #s subsidianes, honwever, some subsiciasies have adopied thew LAY pohmm rmd pmcedwes el deai o
-owith speciic issues relevant to their business, for instanca investment management compliance. Where such golme rmd procedures have béarx -
'“Jc‘}fap'ted ihey have peen developed indine with the staﬂdards referfed o ﬁmugﬁout %ﬁss repmr% e

o 20 The Board of Directors

T 2 {a) The role of the Board and deiegatzms e : e ) e
Co The Board is accourdable to sharehniders for the activities and pez‘{ormance of Ehﬂ Cfnmpany f;y overseeing H;e developmenz m'f ;m[amable .
T shasehoider value within an appropriste framework of risk and regard for all stakeholder Interests. The Board has idertified the key funcians
o wibich it has reserved for dtseld, These duties are ouﬂzned below and set out in thie Board C 1ar19? a (:opy {:JT Whl{ﬁh is avaliable o the T
L Comparﬁya websiter - e . S . e -

-» establishroent, promation and maintenance 0‘5 thig siraregic dwwar‘i u{ 'thﬂ {anmprmy, -
s approvel of business plang, budgets and finandial policies; ..
oL considenation of managemant recommendations on steategic bisingss meueﬂ“

& -establishment, prometion and malntenance of p"opei’ pzocess&e; and can[m 5 ic:a mairdain the mtﬂgr;fy m’ :J{c:oummg ar%d financi a% records
candreporting, oL S

aifly and resporsibly fewachmg Execy izve:;, havmg fugaf{} 1o the zntere:;‘fs 0‘5 sh d:ﬂhoiders ihﬂ pe?formawce o{ Execuhves, mar?et (:{mdﬁmm o
. and ghe Company’s pedormance; - I . . . .

- adoption and oversight of § mpiemema{m of ap;ymp?la{e aorpma%g COVBIMane. gracizceb, I

¥ '..::'».._fmc-rsu;m of the establishraentt, promotion and mairtenance of eﬁectwe 7isk managament poilczes an(‘é proreﬁm;
.:.___de‘fermmahou and adoption of the Company’s dividend policy; : ' : :

"o Teview of the Board's composition and performance; ...

g appnirdment, duration, evaluation and rem uneration of ‘the {“ED am:% a;;prmral el
E -_'_Cmume and the Coropany Secretary, and | S B

e detezmlzlatmp aof the extent of the CEQY c:fe egoied alt! womy

he appointrent of the Chief Financial Officer, the General . .-

: - The Board has delegated fo the CED the authorily and powers necessary o mplemerﬁ“ the s{rateqzes apgmved by ?ﬁe Board and Z{} maf*age

S0 the business affairs of the Company within the poficies and specific delegation lirmits specified by the Board from time to fime. The CEO may_ U

= further delegate Wj[hm 1?5059 spe(:ifw pclzczes am% (jelegaﬂon limé is bur remams c.l{,(i(}l,iﬂldb_e 'fa? s authority defegated fo management, .
- {Guideline 1.1] . e . . e T e

R Membership c}f tha B{}ard T ST L :

6 Board members - . AU, . e .
“The Company’ constitugion prowde:; fﬂf a mine m_zm f)’f Hzree E}uecmz; amd & Iraxinnum, ca‘f 12 Dwec{om T?zc tabie below summarnises éﬁe j _
“urrent f:c:sm;ms;itmn of Lhe Board U . . L : . . .

- -.."_Name '--'_?asitinn . _Fzm appamtad

-~ Chairman e
o Chief Exequtive D;reclor
- Hon-Bxecutive Ds;ﬂclor..____
Mon-Executive Disector - -
" Mon-Executive Disectar . .-
| Non-Executive Director. 7
. Non-Executive Director
. Non-Executive Director © " "

- Peter Pmlmrz_ o
S nike Tiley
S Graham Cutibin
T Russell Hooper
o Ashok Jacob .
- larnes Packer L.
Sl James Sepvice o
L Brenda Shanahan




The C%@azrmrm i% se ec:ieé by N{m £xefutlve Directors G‘I" z”%w Board Tne mle; Q{ Chalrmdn amd Chzef Execuzzve Oﬂecer ate mt exart:ised iay ‘fhe*
. same persory, {Guidelings 2.2 and 2.3, and explanation re Guided ine 2. Al T L S _

. iy Mominations and appuintrent of new Direclors © T e - D ' :

-Recommendations for nominations of new Directors are made by 2?16 Nemmatlan Commitiees and corsSidered by the B{de{i a5 a Wmle ta o
e Director is angointed during the year, that person will stand for election by shareholders at the next annual general meeting. Shareholders - -
" are provided with appropriate information o judge the adequacy of candidates. All new Directors are provided with an a;apraprzafe mda{:uom S
“inio Challenger’s business. A copy .of the Norningtion Cammliree “harter can be foung on the Camgmzys website. [Cmde ing 2. 4] '

. i} Retirerment and re-election of Directors ) T
o Thie Company’s constiution requires that, exc udmc; U=e CLO one ‘thzrd o{ ‘fhe remalning Dlrecw{a; mast reme each ye r. izl dd;flon any
- Hrector who s appointed during the year st retire gt the next anrual qene;a] mee?zng con ]

v} Succession planning ' e ' e, T o
. n conjunction with the Nemmaﬂon Com“m;tiee, the Bgard mnsm:%era ‘fhe* SUCCESSE0N o{ its 1 ﬂembpr%f he CtO ‘the Ch |ef Financial Oﬂlc:er ihc
et Executives of cach of. e four Challenger businesses, _afld the Deputy Maﬂagmg Director a3 rcﬂq{zlred B .

- Avk Review of Board and senior mignagement performange - : Tt . B

U The Board Charter sets out the requirement for a formal review of the Boards pe;'formamce af Ieas! every "{wa years. A 'f(}zmal review mf the -
Board's performance was conducted in May 2005 %emar raanagement pe‘ffor”ﬂdnce\ i as;sessed amuai y &3 gart of me Com pdmm cumual :

e dnemal performaizce reviews, |GLIC§€|IJ’}€ 2. ?} ' N : L o

- The Boasd has adopted an Zrﬁdepemﬁence Policy that siales [hdi an iﬁdepﬂndeni Direcfar s;ho;lc% be mdependﬂm of m&r&agemeﬂz ang free fforr‘ s
L any husiness or other relationship that could materially mEffﬂrE\ withy, or muid feasnnahl y e percewed 0 ’ﬂazﬁnally interfese with, the excﬂrcue_ -
" of thelr unfettered and independent judgement. . S L T

Thie Boasd will reguiadly consider and assess the ndepﬂmﬁence of ead* Dlrec{m i |ght Qf Lhe interests aﬂd m{ormanm which B redors
Cdisciose. In accordance with the Cor pmd%mna Ac: Dlrec%ah are requi fed i) aéme the Compamy of any me{ercz pﬁrsc:ma% ntefe_sfs 'Lhey have ;
Camatter e . o o . . I :

a m msesv,mg mdepﬂr‘dﬂnce, ‘the Boafd wﬁ have fegard jis! wqem\or twe Dwecmr of an immediata {ami by s membef hm ar}y af ihe fol Iowmg
- relationships with the Company or any of Challengers group companies. B . .

1. a substantial shareholder (g5 defined by section § of the Corporations Act) of the fompany{ of within the Jasé 1hree yﬂara ha:; beeﬂ & -
= Diggctor o officar of, or otherwise assoriated directly with, a substantial sharehpider of the Compary, ...+ L :

2. wdthin the fast three years, em;;ioyrr‘enf i ar exgcuiive (:dgacziy by *me Company ar been a Dicector of 1hﬂ Compdny a{fef ceasmg
- ervployment with the Cormpany, . - 770 . . . .

withir: the last thee vears, been a prm{:lpa e'f a ’natenal prcs?ﬂs'smval ad\nse; ora ma%enal cmsaitanf o 1he Compdrﬁy, of & employee
“materially assodizgled with the service provided, | R . e . o .

4d reaterial supplier o costornec of the Cempanyr or gn pfficer c‘? or mhemme o5s4:}c:ia%ed dzrec,ﬂy o mdlrerily Wz{iz a1 ﬁd%érlal supphﬂr o -
. customerof the Company, . L L . . . L . e A

5 a materiad rontractuat relatinoship Wli{‘i thﬂ Compamy oﬁzeri 181 ds a Dwﬂc‘far o wmmlifeﬁ mﬂmber (}[ U=e (”ompdny, ;

6. “has served on the Board of the Campany for 2 period in-excess of 12 years or which having regard 1o all the drcurnstances could, of could
e reasonably be perceived to, materially imtarfere with the dicector’s ability t0.actin the best interssts of the Comgany; or L

- 1. has aninterest or & business or other relationship whlch £0uE i, o wulfr regsonably be parcemecﬁ Zl:a, ma%enally irterfers with %he Duec,zo“s )
- ability to act in the best interests of the Company. e . . .

- The Boasd will state ifs reasons if i

_ wwdefs a Dlrec:*it:r 10 bc- mdegendem rae‘twﬁh;%amﬁmg ihe exdstence of & rbla%mmhm o?’ The %:md reée{red o
" toin paragraphs 1=7 above, e S . e . . e o

"_-._"_Urder The ferms of the Companyg Cons‘zliwon iy situations wheze 1hefe i5a c@adlocr ina deagzm o{ the Bmard of Dzrec:tors, zhe Chaim‘an
- shaif have & casting vote. The Company currently has a balance of Independent and Non-independent DI rﬂ{:tors Howevﬂr as zhe Cfl"lfmdf'l |a
indepenclent, U=e Board corzﬁzders that i rﬁc%ependem Dizﬂcfam (:omrmé Rt omy of vca‘zmg f|ghi> o 4w Boacd,

Determination of materiality. o e ' ’ o
" The materislity of & celationship is sssessed an 2 casem}.\y case basm after haumg re%rd 20 eact Birectors | flcﬁ\ndua CIrCUmEtances. |

T dine withs the Company'’s anepen{!eme‘ Palicy, Messts Packer and lacob are riot considered independent due to their assodiation u\uzﬁ & magez
-sharehaolder. r Cubbin i also not considered independent due to his continuing assodiation with a substantial sharsholder, and also by RESQN -
--o{ the fad_z‘ha{ within the %351 ‘fhreﬂ yearf fie has been 2 Director and gxecitive. o‘fz’laer af a substantial shareholder. o S



e The construction of the Board did not comply with ASX Guideline 2.1 during the 2006 finandal vesr, as the Board does not have a majority of *
independent Directors. The Board through tts Governance processes has reguiarly monitored this departure from the guidelines and believes -
L that throughout the transition in the Company's husinesses and business model over the gast two years the relevant mix of skills, expe.fienc:e o
C ang make-up of the exizfing Board has served the Compary well as the Board has been of an optimal size for effective decision making. -
“independent Directors have held the balance of power throughout this period as a result of the Independent Chairman holding a casting vote -
i the event of o deadlock. [Guideline 2.2 explanation]. The Board believes that the trarsition in the Company’s business is now frgely ™ - 07
s Tcomplete and intends as part of its or;gomc; rewew Qf Gavc'maﬂce matters o cor‘ime La rﬂwew H;e 5|ze cmd 'm?{e up af the Bmard 1hrough w
o the Board Nomingltion Commitiee. . S - . '

U Conflicts of interest ol e e e
S accordance with the Baafd Cha;f“er and ‘i g Cr}?pazatloms At 2001 {Ch} aﬂy Dlredm wih & mazenal pezsma interest in a mal‘{er peing -
< considered by the Board must declare such an interest and ray only be present when the matier is being c,amlc%efed &t ‘the Bmaf(‘fs diacre%fmn ‘

o Directors with.a traterial Inferest raay not vote on any maiter il whch ‘fhey have deddred = persorxdE mierest

- Meetings of the Board o . U e AR
“-- o During the year the Board genera Iy rget forma% y appmxzrr‘ately every six weeks m addlifm the Board Iy rr‘ee‘f“ whﬂn\over recassany o deal
e with specific matters needing attention between scheduled meetings. The CEG, In consultaginn withs the Chairman, establishes the meefing = "
o agendas o ensure adequate coverage of strategic, finendal and material risk areas throughout the year, Senior Executives are invited to attend .
L Board meetings and are avaitable for contact by Non-Execttive Duec?.a?% metwmen e 'f'mgs ﬂ;e Nl:n* E ec.uilve Dzrﬂaora hoid 2 pmfdre SE“E}‘;IOH :
e without sty executive involvement as part. (:rf gach Board merﬁhflg ' S : -

- Board access to information and advice o - T T TR L ETP PP EE VR LT

Al Directors bave usirestricted access o the Cfnmpary fecmrjs aric] ﬂ?’om“ain:m Fhe COANDENY t;ec:retazy pmv*d Directors with guidange on 7
-worgorate governance issues and developrenis and on alf niher matters reasonabily requested by the Directors and monitoss compliance with
the Boasd Chartar. The Board or each individual Direcior has the right 1o seelt independant prmezu;mal advica at the Companys expensg %:o
. fssist them to discharge their C?Jtle‘i Wihiist the Chdzrmam ;}1 or ap;;mval is reqwred b may nat m— m*reay;mab Y wﬂhhﬂld ar c%elayﬂd

1 Board committees :
- ._'_--TQ agsist it in undertaking its c%uhﬂs, U*e Board hdb esiabljshed i 13 followmg commsi{e*ea

_® the Auditand Compliance Cemmzwee .
@ the Nomination Conemittes )

e Remuretation Committee. .. T L T
“Fach committee has its own charter, copies of wmm are avaiable on %he Campany website ot www.challengercorm.au. The Charters specify -
T c:omposrifeﬂ responsibiiiies, dutles, reporting obligations, mesting arrangements, authorily and resources avallabie fo the committess arkd . -
Cthe provisions | for review of the charter. Details of Directpes” mem%}erahlp of gacht t:{)mmmee and 1hﬂ|r aliersdarzce al rr‘eetmqs; g 1mugmut The
_period s set out below. ICuéelmes 2 4 &2 g, 21 . e o . L

- Directors’ meetmgs s

: Aud:i amﬁ Camg}izama 'Remu'neraﬁaﬁ Momination ;
Baazfei - Committes . - Commmnittes . --C&mm?&teaﬂ...... AR,

~Eligibie Ai‘rencéed Eligmie o Aiiem%ed “Eligitle - Aiier‘dec% Higiple Afierided
) '20 azfend i aiz‘ené {r:a attend | S

"-'--..:_NHA S
AT

~P-Ppison
wTiey
S GG Qubbin oo
" Hooper.

A Lacob
[ ) Packer
o Service L L e .
B Shapahany, LT T T

LA

= Ehc:ra W ‘}0 meozmgs of ‘E'zcx Nomznahon Qomrmtma durulg %Jm year, )



' mt{egrzty of Chaiienger f'mamcta[ rapmtmg AT e T R ST T
C- I accordance with s charter, the Audit and Complianica C”ommzié:ee st have ai ieaﬁ three membe{s and i comprsed of ail Nm £xec:uizve
" Directors and a majority of independent members. A pringipal aim of the Aadit and Compliance Committes & o agsist the Board in oversesing - -
_the integrity of the Company’s financial reporting. The commitiee makes recommendatinons o the Board in relation 1o the appointment, review.
Cand rermovel of an exdernal auditor, assessment of the external auditors independence and the anpropriateness of non-audit servu:ea st et zhﬂ =
- external auditor may provide, A copy of the Aadit and Compliance Committes Charter |$ cwazlab?? ors, m.; um pczfly; webﬁﬂe

- the CEO and CFO pedodically provide formal assurance statements to. the Board that:. IR o ..
: e lhe Lompany’s, financial staternents.present & trie and fair view of the C{)mpany; fmarzczd] condition andg a;serai'fmol {esulu and
y. .

e risk managerment and internal comphame and {:cmtro Sysiems arg sound dppmpr a%e and operaumg eﬁzcjemy arzd eﬁer:hveé

o ndependent audit T '
o The Corrpany reguires its, mdﬂpendent audlz‘s; i

« pzowde stakeholders with assurance over the Erue ard. fazr = m‘f ﬁze 'fmanmal {epor‘ta, am:%
e enguse, argourting practices comply with applicable accounting rules ard poficies '

.".'-The Company’s independent external auditor 5 Brnst & Young (E&Y). ERY was dppoimed upm constitution 0‘5 'the Compaﬂy iy November -
o 2003, and this appoinirment was ratified by members at the anmuai general raeeting b eld in Rovemier 2{)0:*_ iix_iem_czl a_ugfl?:c)ﬂ“ wwill _239 ch_qu__sr_b_d o
10 fotste the engagement partner assigned 10.the Company on & five year basis. . .. e . -

-+ The Board has requested that E&Y aftend the Campanyﬁ armual general meefm, arﬁd %ﬂ&i %hey be aw]able i answer quemom arismg i,
s relation to the conduct of thelr audit, S i e T T

.. Risk management and wmpi;ame BT . o T ’ :
.- The manageraent of risks Is fundamental to the Campar&ys buam@sa rmd o bu; dzng shareﬁoléer vaiae The B{jard remgmseg 1]‘29 %mad r:mge*
- of risks which apply 10 2 participant in the finandial services Industry, including, but not timited 1o, market risk, liguddity sisk, credit risk, legat -
- sk, c:ampliar;ce and operational risk and repltational risk. The Board is responsible for determining the Cormpary’s risk managemens strategy. ©
- Maragernent is responsible for ;mplpmeﬂzmg the Boards &11:1Legy aﬂ(f for dt\.’“bplﬁg ;}ohc:ieﬁ and ;}mcedure> o ;dﬂrmfy, g ar}dge and rmzl{;zafe )
~ - 1isks across the whole 0§ the Company’s operations, - ' '

C 7 The Boasd has adoptad an Ogerational Risk Frarmewnrk rmd 'fmrmal pricies in respe\c{ ca{ Compljame afridl Opefamr&a stk Managemeni .
U The frammework and golicies were developed and approved by management, reviewed and approved by the Audit and Compliance Commmee, .
Lo and then made available 1o all staff of the Comgany and its wibsidiaries. Tralning sessions are held with all business teams o ensure the -~
~. Operationsl Risk Framework is understond and applied in 2 consisient manner throughoot the Group. The Company has implemented an
~Operational Risk Manageraent funcion wihich has day o day responsibility for monitoring the implementation of the framework and policy
- and reporting regularly to the Audit and Compliance Commiftes on the adeguacy and effectiveness of management controls for risk. The -
L Committge reports regularly tca %1e Board on comp\;amce wn:h ‘thﬂ ffamewmk and pmhc‘y A mpy {}'f U'ze Operdizmzl Rmk& Poi cy can be fm,r}d
- gt the Companys, wmbsﬂe L e . L - Lo L S

“The Board has adopted B Cc}de a‘f C”mducz wﬁ;m appljes 10 ot | Dlrecwmg Execuimeh maﬂagﬁmﬂm and employees of zhc- Cemgdr&y amd fts o
* -subsidiaries. The Code articulates the standards of honest, ethical and law-abiding behiaviour expecied by the Company. Employess are aa:[weiy o
~ encouraged to bring any problems o the attention of management or the Board, induding activities or behaviour which may not coraply with
- the Code of Condict, other. po?lcles and prmcedmes o place or omer feguiaiory {Pqu;femem‘s or faws, A c“opy 0‘5 thie Code @ be 'fr:.w‘{i at.

- the Company's website, P U . . . . ) L

“..Political donations poi(cy o . . R e e
O The Board has adopted & poizcy of riet makmc; peditical dona‘c;mm i any wun‘f*ry o Jurz5c:§|c:1101= of opem%mn Representawes mf the Ccm;)any
wowll often attend party conferences and attend political functions. This attendance & for strctly commerial feasons rm{i is pred;caied an *d e

.- prige charged ot being in excess m‘ The comr eraai value (in terms of acceas&} of the 'func:izoﬂ _ RO B

- Statf trading policy T B . o . . e e
- Directors and staff are subject 1o restrichions unde? U=e faw fela{mg m deaizng in sﬂcurmes mciudmg the securities ssued by éﬁe Compar&y f o
Tthey are in possession of insider information. The Board hag approved the Company's Staff Trading Policy which prescrbies the manner in which
~stalf can trade in the Company’s shares. A suramary of the policy & avallable on the Company’s welssite. The policy applies to all Direcioss and
- staft and places restriciions and reporting requirements on staff, incuding limiting trading in the Company {or other listed entities within H;e :
 Grougs to spemhc, trading windows and in a speaified manner, Thme siaﬁ dem:}rxdled &5 pmentlally hdvmg aceess &0 nswier m‘fcarmdflon drg

- '_"feQujfed to seeh pr;or :JiJPrO\fdf (63 Uade in caihe; ;ecazrii'




.:'Cfmtmuaus disciaswe ;mhcy and sharehatder commumcatmﬂ proce&ses . S e e T T e
- The Company is corritied 1o providing relevant information about s opﬂrdtlans 1o &l qhare?mlc%er fm{! to fulfd its _cjutie_s ‘tj{) __cr;m__mp_ly_ with ifs
Lcontinuous disclosure obligations to the market generally. - : - e . e e

" The Board appmved arwd implernented & Continuous Dlsciosu{e Fodicy. T?ﬂe poilay is deswgned 1o ensure ccmpllaﬂce with ﬂiE‘ Cor;}orai%c}m Aci .
-and ASX Listing Rules cortinuous disciosure requirernanis. The Company has a Confiruous Dis clogwp Commzi’aee wehich is respansibie for:.

""w makmg decisions. on what stiould be discosed pubi mly zmdef Lhe CGP{JNLEOU‘.) Dlsdosufe Poiz{:y, .

> maintaining a watching brief an information; and. ]
" ensurisg disclosure is made in g tmely and eﬁmem manner, o

Trie Company also pubifs}ses annual and hall yearly reports, azmoama:emenis, rr‘edfa releases and oi%ser refevant mfmrmazmn o r{s webm%e m
at www.challenger comuau. Internet webi-casting and teleconferencing facilities are provided for market briefings o encourage partivipation

T from alf stakeholders, regardless of thelr [ocagion. The Company is also intending {0 encourage grealer yse of electrmnic media by providing =

D sharghoiders with greater access (o the elecironic receint of reports and rreeeting m‘uce& The Com;}amy al&a prcw{des a faczl;ry 1 ask queshcms
' “Ji;aaur Ihe Comparﬁy and have them rmSWDred dlrecz y \,na eedzomc means, : _ _ _ . L




Financial Re

. Statement.of ghanges in equity ™
“Statement of cash flows T
NO%:&.:G o the finangial ._éfa.ﬁeﬁ'.geﬂ 5

Digectors’ declaration, "

o tndependent audit report

. frwvestar imfor_ma_i_'éon ) _' . :

This year-end financial repart covers Chalienger Fnancial Sepvices Groug Limited (the Company’) and its controlled entities ('the Group'). -




U Revenue EURRSR

Expenses - S
- Share of proﬁtsf{lasxeu} o{ 6356.10:1263 =
-+ Farnings before interest and tax
L Fiance Costs o

.'.i__’rqf_;_t_ before ncoms .’C{:_D_(_ o

Income fax (expersepberefit ..

- Profit after incorme tax - EER
L (Peofity / osses attributable to mr;m%y ﬂZETESZ

- Profit attributable 1o equity holders of the pare_nt e
o Earnings per share
- f-.'.sas_%_c_ garnings per share L

“Diluted earnings per share -

The income staternent stiould! be resd fn conjunciion Wwith the sccompanying notes 1o _ziue__f_fnan;_iaf statements, -




"'-.;_-}85:?5&{%&@ Sheet

_"-.'Cas}; and cash. ﬁ{,ju‘\fait?mi‘i
" Receivables o e
CDerivative asgets T T Tt
»Firancial assets fair vaiuﬁdi rmsgn incorne siazemem
-frvestment assets - : : L
" Avallable-for-sale assets
- infrastructure investments
" Cther financial assets
- dnvestment properties -
. Plant and equigment 7
- Securitised assets -
- Deferred tax assets = )
Cnvestmend in associates -
“nvestmendts in {:c:am.follﬂé emltzes_
Gondwsll e s o
. Other intangible. asse%s _ - IR S B N 2z
- Other assets 7. S T2 156.9 e
- Total assets o L 25,8947 213919

L Liabi[ities R

" Current tax pavable .

~ Derivative liabiliies -~ ..o

. Financial Eabilities fair valued

. Wtheough ingome statement -

“dnterest bearing |Jai3I]?iJ£"i '

o Prowisions

7 Securitised abilities - .
" Deferred tax I_abm;es e

- Life Insusance confract Fabiiities

- Life investmendt c:f:n'rraf:r IJablimea__

- Life policy Habi hzy -

L Total izabmtaes__ e T o2 el
"Mt assets e L e T B0 e L 869 L 1087 CLOSEZ e
Eqwty :

Contrsbmed eqwu

~Reserves .- Lo

" Betained. {QSa) - e
L Total equity attributable 1o equzty
. -holders of the parent -

.- Cash flow hedge reserve —

- Rpeciel Puspose Vehicles
-__Mzncmty mtere‘su e

" The balance sheet should be read in conjunction with the accompanying notes to the financial statements.




Statement of Changes in Equity

" For the year ended 30 June 2006 . "

: Eqwts’-'-'

. -ceptmn

lesued U premiamn -
capital shares { ussesj reserve

CUULBEEO. e T (I2BE) L (1493) T T
I S C(34E)

(_1_8__3 _9}__ )

L Consofidated
:

: 'i_?’{ﬂct of ”ha{‘QP il ccmuﬂzmg pollcy
As at 1 July 2005 ~restated - T
“ Currency tanslation dzﬂererxce* e
Cobet changes in available for sale assety, net of tax__'
“hlet change in cash flow hedges, net of tax. .

- .

L Total income and expenses for the
o period recognised directly in equlty R

- C-Profit for the period TR
" Total recognised mwmeﬁexpense f'or the permd,"-.'

Idovernenis in sha i capjtal r;ei ryf 1ramdalm CGSH .
~Share issie cosly Lo --

- Shares fed.eemed. S .
“Cost of share based payraesis .
1 Equity dividends/disiritutions
As at 30 June 2006

: .ﬁ._:(‘isa.;z) s

o The abov-: sia?emem or‘ c:hangeg m ecgm?y shum’d fJP read in con;mcimn wzih ihe ac:companymg noze



* Cosh flow

e T T I wdthin _"I'...'.'..Mmarrty ........ U Yotad
A‘étﬁbmabie ¢ equrty ha?ders cf thfe parent {czmt} Sy interect equity

. Share . .. s lable-
S based ?ongn ~for-sale | e e
'-'paymems curmmy - sewmres _ Cash ficn«w
premium .

feserve

L sy
LeLanete2 o




Statement of Changes in Equity (continued)

Attrsbutabfe tc equity haiders of the pamm interest
e --..Eqmty _ based c Fr.rreign .
" Retained | - option. ..paymams COEMETRICY :
B eﬁrningsl - pramismn o premium fanstaifon
-_'-.'§m capital shares {lasses) reserve reserve Reserve

U Asat P Ay 2004 o D2EBT. L {(118.2)
s Curreney translation differences L = L T 2
c Total Income ang expenses for
co e Qermci rﬂ{:mgmaed c:%uerily

co i equity T R )
Coeprofit for the period. T

- es9)

11 Total recognised income/ - -
o expenss Tor the period

L Purchase of Assodated P anners
“Group Ltd net of ransaction costs

"o Share issue costs .
- Shares redeemed R
o Cost of share »)c.Sed pdym?fl%S

: '--_._As at 39 Jung 2005

13639 (1288 :.'.'-'(149 Y SRR L

Equiiy - based e
e option _"'paymems _
eammgsi S pegrnigm L

(losses}  reserve resarve Total

724 -

s capital ' shares
CASEE AUy 2005 T e 13639 (1288)
e peofit orfheperlod EERRT e

" Total recognised income/, -

Cexpenss Tor the period |
" Shares redpemed

o Cost of share based payments
s Bty dmzdemdsfﬂ%zrmuimw 1

o _--._As at 30 June 20{}6

_ R (434} B R
_' 1 A12.4 U (1BRAY . e {2189 BT RS T, 1{33 ?




For the year ended 30 June 2005 '

Ca;}itai

Aﬁrsbatabia 10 eqmty hr} ders caf tha g;arem

shares

a aetamed

Caarnings
{fosses}

._."-Eqvity '-
- option - -
_'_'_p_remiam

reserve

resgrve

Pristit for the period ... _
" Total recognised mcome!

. expense for the period -
o Burchase of Associated B lanners C D L‘fd
- et of transaction costs :

. Share issue costs
*Shares fedeemed
Cost of share based paymema

--'_'As at 30 fune 2005

12587

Ty

3638

L {281.6)
RRS-CY-

IR TE R

~Sharg.
~hased

payments e
BRI -



. -1:;-Statemem of - Cash Flows

[ Cash flows from operating activities
- Regeints from cuswmere {sfjclus;iuo of GST}
U Premiuns received - . ’
S Payrnents o wppllers aﬂd emp ayees R
c T inchusive of GST) - L
-G payoaents e
U Dividencs re(:eivec‘}__ F
D interest recaived,
T interest pasd - T
S incorme tax paid e
T Het cash (ouiﬂaw}fmﬂaw fmm
L operating activities - e
- Cash flows fom fnwesting ac[mizes
L Byrchase of investmenty e e . R
< Procesds from disposal of nvestrends e
C - Acguisition of controlled entities, net of cash acg uired
L Purchase of property, plant .—Jm‘_ ngpmem S
L Restrugture costs. : T
S Met cash (ouiﬂaw}fmﬂaw fmm muestmg activities
- Cash flows from financing activities . S
- Procesds from bartowings -
o Repayruent of bosrowings -
- Froceeds fram issue of shafﬂs
-1 Dividend paid - Ce
L Advances 4o mrﬂ.folled engities ...
L Net cash inflowdoutBiow) from fmancmg acthtaes

"'-_:'-__::'(155_8)
{57

Caray
L1864
T(giaa)
LAAs2y
RATSEEER %
U228

L(138.7)

- Blet increased(decrense) In cash and cash equivalents _
" BZEM

Lash and cash equivaients gt the bﬂglmmg of pmrmé
T -Cash ecguired on acguisition |
~Eects of exchange rate fuciyations on c:aah held

“Cash and cash equivalents at the end of per._s_(:»d U SR

. . '.._The ‘;fdt‘emenf of cash ffows Shoufd be read in COJ’?}{JHCZEOH mih the accompanying nom ’Hug C&J)h ﬂow ﬂaie‘menz does not mdude me s,oer“faf
s pur,uose L"{:‘hideﬁ {5PV$) wfu{,b fsave fhwr own separazﬁ r:ash ﬁow demﬂed i nofe 2? L :




* Notes to the Financial Statements

"'.Ng}te o o .

L Smnm;y of su;nzf cant acwzmimg pr: |{:|e5
2 Revenwe oo

T3 Expenges oo
-4 Finarge costs

CU5 Income i -

6 Bividends pald ang pmpmed

T Ea;flmqs per sﬁare '

"Asseta e

78 Cash and cash 9qualen'rs _

9 Recelvables - o . s . S -

19 Financial assets Tair valued iﬂmugi* income s‘fdlemefl% A avazlﬁb e for~$ale asets o

U1 Inwestreent propesties o . -
12 Plant and eguipment and rafra&'fmuure a&seis

13 Goodwil and piher intangibie assefs -

U Impaiement testing of t;cwciwn

: 15 Other assets

: «16 Payab|e> N N . Lo .
1T Binancial Hatilities fair vaizied ‘thrcauqh NCome st tement -
18 Inferest bearing fatildes - e
18 provisions e L e
.':-_2{] tife huginess . e
ezt Cons o];da%lm of Spemal Purpose Vehicles -
"'.Eqmﬁy .
.22 Corirlbuted E‘{.ju‘i\f
73 Reserves
.. 24 Retained ;}mﬁw{mgse ) T
28 Total rinority inferests
.76 Segment information .7
©27 Bnancial nstruments -
- "28 Comsitments for ex;}ﬂndifura
.78 Related parties B
(30 Ernployes antitlements
- 21 Swatement of cash fows -
132 Remuneration of alzdliors A
T 33 Acguisition and disgosal of confr{:}iled emmes
-3 Investments in conirofied ermzles - :
T35 Deed of aoss g{zarantee
- 136 Investrrent in associates -
e 37 Subsequent everts -
C-.38 Contingent liabifities - "
" 39 tmpact of transition to AFRS -




;EE\EGTQS m the Financial Statements (continued)

. Note 1. gummary of §i gﬁ i c:am Ac:cwm mg Polic

~The financial r@por‘f of Chalienger Finandal Services Group Lzrm{ed {"the Campdny )| far the yﬂar ended 30 Jame 20{36 was duthmr;aed for |sstze - 3-_ -
I accordance with g resaltion of the Birectors on 25 Augist 2006. . 7 i : . . o o Lo

o The consolidated finandial report of $he Company for the financial year ﬁmded 30 Eme 2(}05 CQF"EpFﬁSQ ‘fhe COI‘T‘pd’Iy ard [{5 Siijid cmes _
s Mogather ) re“’e;rﬂcﬁ lo s 'zhe Groug’} ard H;e \;mum inderest in associales. ' : I : . .

U (@) Basis of preparation - . . R e .. . e . e
0 The financial report is a general purposs fmam:ia% zepmi whlc,h ﬁas been prﬂpazed in rzccordame wwh ‘fhe feqwzemen‘zs of the Cfnrmratm] 1§ Af“t o
1 2007 and Australian Accounting Standards. The financial report has been prepared on @ historical cost basis, except for investment properties, . -
e der;vai%ve £ ?rﬁrmt;%a_i_ 5!’}_5_‘2;{;1_!_‘2‘58?1‘%\'8{ available for sale finandial assets ane awsets supporing the life invuranice busingss, which have been measured - -

(b} Sta‘iementefcamm;ame T e ' T T T T
U The financial report comglies with Aus‘%ralja;; Acmammq Stamdardsr m:h mdade Aashailaﬂ equmalenb 10 erema'{lmna% Fmdmnal Reporﬁr‘g T
o Standards (AIFRS). The adoption of AIFRS ensures that the financial repar% comprfsmg e financial staternents rJf‘d notes thereto, isin . o

L gorepliance. with International Finandial Reporting Sia&dards (FRS). _ . :

: - This is the first annual financial repost prepared based an AIFRS and compazatwes {01 ihe year ﬂr‘ded 30 Juﬂe 2005 have been resiated e
e _au:mdmg . The Compa;;y ‘1&5 adﬁ};}zed %} 12 exempnon uncler AASE ? Fi ,rrsi ﬁme Ad{}pz‘fon of Aﬁs?raf,ran Eqmvaienfb 10 mremarfonaf fi mancrai »

Aﬁecteﬁ standar{i(s}
. AASE 139: Financial Instruments: Rec:cqmr‘aon and Measur?rneﬂi S
O AASE 1023 Genersl insurance Contracts - '
CAASE 119 Employee Benefits -

. -AASE 139: Financial msirumen?s Rewgmz‘m eno‘ Measummcnf AA‘;B ?32 Hnamyai !nsrrumems Dfscrz‘owre .
. and Presentation, AASE 1: First-time Ad{:}pmn ofAH’ f‘S” AASE 1023 Generaf !murance C{mzraa,z‘s, AA%B
L 1028: Life Insurance Contracts - :

TUAALE 139: Financiyl Instruments: Rec:{;qmmn and Measuremcnf AASE ’i F;rsr—r;me Ao‘epz:{m of Al RS
'--AA%B Busmesa‘(ﬁombmatfom-----.----- T S

AASE & Insurance Contracts, AASE 1023: Generai fnsuranc:e Conirac:rs, AASB ‘139 Fmanuaf !mfrumem@
“Renognition and Measurement, AASE 132 Financial Instruments: Disclosure and Pfesmiamﬂ

T AASE A023: Genergl Insurance Contracts, AASE 1038: Ln’e fmurance Cmfracrs“_ '
AASE 25 Financial Reporting by Superannuation Plans . :
LAASE 121 The Effects of Changes in Fore;c;n Exmanr;e Rates
"L AASE 1 First-time Adoption of AIFRS

:._"The 'follomﬂg szdflda;& andd, amemdmema W aualiable fear, eazly adophop buz have not been appl;ed by éhe GI’OL,p i ‘these 'fmanmal
._siazememg e . . . . L TR

L AASE T Fmarmai fnsmfmcnfs D;safmsure rﬂplacmg tﬁe presentalion reqwremems of finangial m&[ram iy um}er AASB ?32 kznanc:fai
L Anstruments: Disclosure and Presentation. AASR T.is applicable for annuad raporting pemda begirning on of after 1 jaruary 2007,

> AASE 2005-10: Amenchnents to Australian Accounting Standargs makes consequential amendrsents o AASE 132: Financiaf m?zf”umem”ﬁ

" Disclosure and Presentation, AASE 101 Presentation of Financial Staterents, AASE 11 Segment fi’epommj, AASE T1T: Leases, AASB 133 .

- Earnings Per Share, AASE 138: Financial Instruments: Recognifion and Measurement, AASE 1: First-time Agoption of AIFRS, AASE 4: .
dnsurance Contracts, AASE 1023 General Insurance Contracts and AASE 1028: Life Insurance Costracts, azlsmg 'f (1 ‘the release o{ AASE 7

= AASS 2005-1G is applicabile for annual reporting periads, beqmmm; onorafier Tlanuary 2007, 0 : .

The Group plang o adopt AASE 7 and AASE Z2005-10 in the vear ended 30 June 2008, The szai appiication of AASB 7 and ALSH 2{){35 ?G
not expected 0 have an, zmpad on the financial resulia af the. Company and the. Crr;\up as the sianddré ancd the amendment are concerned
'cmly W|Zh (il‘;t; OSUres. B . T T R e e T T e

- a




A samma;y of e azgru[wcan'{ acmummg pahczes of the Grmp urzdef A[FRS ae dzsclobecﬁ belc:w

e} Basis of consolidation : e e
U The conselidated financial siatements comgrise the {mam;iai ;iaz*emﬂms ()f 1he Companye its s;ub&zdzazles andd certain pecia% puipose entities |
Cles at B0 June 2006, The financial staternents of subsidiaries and spedal purpnse entities are prepared & the same reporting period as the -
©U-Company, wing consistant accounting poligiss. Ad;mimania arge made 1o bring into line any dissmwfar accounting polices that may exist.

e AR intercompany balances and transactions, incduding unrealised gsroﬂfs ar;smq ffom intia-group 1rd;z$a<:ljcan$, have beer eliminated in full..
- Unreslised losses arg efimirated unless costs cannot be recovered. . . . .

.I '-._'fiubsmilar;es and Special Purpose Yehices are consolidated from the dafe o whlch acm%roi i zramfﬂr?ed to U=e Com“paﬂy anf‘ cease to be -
. consofidated from the date on which control is transferred out of the Company. Where there &5 & logs of control of & subsidiary or special - -
. iy, the consolidated 'flrzanmal statements nclude the. resuliu for the, pa 1 of the fepc:rfmcg year dumg it the Campdmy hd(:%

R{:fer o note 33 accmsmﬂ amd dmposdi of. r,omralﬂd entities far defazlu 02’ arqwsmoms {iumg 1he year eflded 30 fune, 20(}6

WEnority interest in the results and equity of controlled entities where the Grcsup OIS eug‘fhan 100%. of the. ssaed capztal are 3|H:}W’1
- separately in the consolidated income staternent and halance sheet. | e . . S

"...:_me the. shareholders” and policy owners interests in the ife § HsrEnce 'funds o‘f i wallenqer Life No 2 Lmuted are -::rmwadafed

Where controlied entities other than Challenger Lif2 No. 2 Limited are consolicated, the excess of the 2.)urc; ase pflce ovef ‘the falr ualue o{ fzei.
~ o assels of contiolled entities is Treated as goczdwll and *s t;ui}ject i impaumem ‘feszmg &5 deserived m note 1{3) . :

L Funds under management - : SR - .
CWithin the economic entity, certain confrod |Pd ertities act a3 the smgle respm&zble ﬂniiiy/manac;er fm a number 0‘5 fegutefed B heme> rmd -
. progerty syndicates. Regisiered schemes and progerty syndicates have not been cmwhdaicﬂd if1 z‘wa 'fmammai ;taiemenia a3 md;wdaal entities L)
within the econornic entity do nat have cantrol of me schemes and ;ynélcates _ _ . . e T

-._tnvestﬁiﬁﬁt Eﬂ ﬂﬁscchﬂ?e‘fs P . ) ) ) . . BT .
- The Groug's investment in associates arg accountad '?0? umf@r %we equrzy methfad of a{,counﬁr‘g iy Hae mmohdated 'flnaﬂ{:lal ‘"faiem\on% C
- These are entities which the Group has significant influence buf not controd over the finandal and operating policies. The financial staterments ™
. of the assodates are used by the Group to apply the equity method. The reporting dates of the assodates and the Grougp are consistent and ™
--bmh use consm’.ﬂm accowmmg golm& ATZPT apphcailon o‘f 1he equny m“ethod We \zmup determings whe{nﬂr tis r‘iﬂaessary i recognise any

. ._The mes%mems in associates are {:arred inn the ba ance sheat st cost Qllfva pob’t acqmslzzan changes in 1i'>e ﬁsoups share of net asgets o{ the
“agsnciate, less ary impaliment in value. The consolidated income staternant reflects the share of the resuits of pgerations of the associate.
- Where there has been a change recognised directly m %ﬂe aa&oma@e 5 equliy, the Group recognises its share of any changes and discloses this
i the consolidated staternent of changes | il equny S T e T e e T e T

“{d} -Life insurance financial reporting - T T e o
- Thie Asset Management business includes H'ze Sellmg aﬁd admznz&trahm of coniracts zhzougw Chat Ienger 1_|?’e NC) 2 Limned Fhese wnzracb h -
_are governed under the Life lnsurance Act 1995 {Llfe Af“t} Eor gu;}mes of the 'flﬁd‘“l(.l&| statermnents these are {:Ias;sl{zed as eitrier %rfe ingurange -

- Qrﬁracf o dife Investment, Loniracts.. . : o

Life Insurance contracts involve the acceptaﬂc,e 0‘5 signit ;car“{ insuzance mk lrssurdz'ce rsk i de{zned au f,gzufmﬂ% *f arsd only fan rﬁsured
- evert coutd cause an insurer o pay significant additional benefits in any ¢ scer&aﬂo exc,ludmg sgenarios that lack cammﬂrmdl substance
~{ie. have no discernible effect on the economics of the fransaction), | . L . e

" The Asset Managernent business is conducied within seperate ;taiuiory {am{ﬁs a5 fequ;fed Z}y U=e Life Znsurance Acé. 15995 amﬁ are f’epmied in
~aggregate in the income staterment and balance sheet of the C,mup “Ihﬂ ac{wzhes of the siazumzy 'furﬁda are fep{}fied in dg{;regate with the
« shareholders fund in the financial report of the Groap. .. . a . - .

- Life nvestrent contracts are contracts regutated under ‘Lhe Lr{e Ac:r bul: whzm df) not meet i’we dﬂ‘?lmizm Qf #fe insurance coniracts imder
CAASE 1038 Life. mwrdme Contracts aodd simi ar contracts issued by entities operating ouisicle of Australia, L T

The Hfe insurance, operatloms consist of both invesiment-dinked and non-investment-linked business. Iﬂvestmem liriked busmess i% busmeﬁa
" where the Group fssues a contract where the benelit amount is directly linked {0 the market value 0‘5 the investrments held in the fund. - -

CWhite the underlying assets are regisiered in the name of 3 controlled entity and the policy owner has ng direct access 1o the spedific assats, -_j N

- he contractual arrengements are such that the golicy owner bears the risks am'_i {ewazég of the furlds mvﬂsfme*ﬂz perform:erzce F’t ie {Jmu;}

i __'_céer;ves; ‘ee fncome [mm HzP ac:%m“ruaifaﬂor; {;f Hse '-rwesmeﬂ% izﬁ?ed fuﬁds S :




E:'.N@’EQS ’E@ th@ Fi 2’“‘%&!’“‘%{2 al "S‘t&f@m@ﬁ{é {continued)

T Nor-investment-linked business is business which issues a contract where the benefit amount is not directly finked 1o the masket value of the
- investraents held in the fund. Policy contracts that indluds boh |flve31mem Imked elemenz% and nofl- mvesfmen[ mked # emems are separaLed )
Jinto these Two elemends and reporzed ac:cazdmgly | - S . .

(@} |l‘lcc}me tax S,

. Erscorr‘e de tm H;e prﬂﬁz 0? Iass for ihe year c,ampzl‘;es cmrem aﬁd de'ferred iax iﬂwme Zax ws ecoc;msed irs 1h ome staie_mem;ex;:em to.

-Lmrem Lax a&e‘%s and Ijabnrizes are measuzed @t ‘fhe eI E-xpected 0 bﬂ recovered ffum or pazd o ‘fhe %axatlm auzﬂorhes‘ “Ihe {ax faies
“ard tax faws wsed to compute the amount are those that are enacted of substantively enacted by the balance sheet date. .

o '--:Dc-‘?c-;rﬂd income tax is provided on alf termporary differances 2t the bal ance sheet date beiween 'the X baaes of asse[s amd izab mes and 2’
carrying armnunts for financial reporting purposes. .. el . W -

--Deia;reé income lax Habilities are recognised for all zaxai}ie emgarary dlﬂ“l‘&'{?{:&'ﬁ ex<‘ep1

- e wher the deferred tax liability arises from the nitial recognition of goodwill or of an asset or Iiabdzty ina Zramdcimn ‘fhaz i mnt 2 buamﬁw e
T eombination end, at the Fime of the transaction, affects nefther the aeeounting profit nior taxable profit or pss; or.

B when the taxable termporary difference is associated with investmerits in subsidiaries and assodates and the timing 05 Uze reve;sal Qf the
[ temporary differences can be controlled and it is probable that the temporary differences wilt not reverse in the foreseeable future. | _

CDeferred income tax assets are recoonised for alf deductible temporary differences, carry-forward of unused fax assets and ynused tax Imses, o
Ut the extent that iU is probable that taxable profit will be avallable agamsi whch thie dedacu{ﬂe %emporary dzﬂerer&ce% afld zi"e carrym{orwaf{} -
~of wnwsed tax assets and unused tax fosses can be utilised except: . : e ; e

e owhen the deferred income fax asset relating to the deduciible ‘fempmary élﬂﬂmme arises 'frf:m thie inifizl fecmgmtlm f)’f afn assef oF IJabnziy
“in & trangaction that is not a business combination and at the time of the transaction, affects neither the acwurlzmg pr{)‘fn: 100 idxab & prrym O
- or g, of . . .. . . "

whes the deéucnble 1empezazy d;f?ezerme is dssoczafed WJrh |nve>‘fm9nfs in SU?SI{}I&FPS di“(ﬁ associates, in wim:h case defefred tax a:éeis ae
Conly recognised 1o the extent that itis probable that he tem: pafary difference will reverse in the foreseeatile ‘?ufufe and taxar;:lﬂ profzt Wil be_
- evailable againgt which e tempocary differences can be utiised. S . . o e e

: U The carrying amoury of deferred income tax assets is reviewed at each baiance sheet date rmd reduced i 'fhe exreflt itis no éomge? probai}ie
o that sefficent taxable profit will be avallable i} aliow aff o part.af the deferred income Tax asset to, {)E HHUIET . N

De‘?e;rﬁd Tax assels and liabilities are measured ai the tax rafes thet are expected o apply o the year when the assei is reallaed ar ma Ilanmiy
s sertied, based on tax rates (and tax daws) that have been enacted or substantively enacted al the balance. si*eaz dr,{e .

o -.:__ir;come taxes relating 1o items recognised diractly in squity are.recognised in squity and not in profit or Joss, |

- C-Deferred fax assets and lishilities are offset anly if a legally enforceable right exdsts o set off current tax assets ag ms‘t'_cwen_t_}@;_I_iabil_i‘t_iega_r;d__
- the defersed tax, asse?:% and Habilities reafpd Ao the same taxable emliy arid me saine taxation. authm%y h T

o Tax consolidation - R : : : S )
- Challenger Financial Services Croup Lmied arsd ity IGG% owmed Aus‘zrallam reuldem submmares have ‘mmed a4 tax (:orssohdaied gmu;} wms T
- effect from 1 luly 2002 and are therefore taxed a5 5 s%ngie enmy fzcm éhai date Cha]lsnger Fmarlc:lal Sﬂmceb Gmup Llrmfed ib zhe hﬂad emify o
Coof me fax conseiidated groyp. . e L L .

o Tax affect accounting by members of the tax group . T e
c hembers of the tax constdidated group have applied tax fun {Emg prmc:;ﬁeg uﬂd@? whlm Cha Ienqer fmdmal Se?v ices G?Oup leiLPd arcd eam B
- of the members of the tax consolidated group agree to pay tax equivalent payments to or from the head entity, based on the current tax "
- ighility of current fax asset of z‘he meraber, SUCH . amounts are. reflected in ‘me amounts rﬂcewable from ) payable to.gach memizer and tha
- '__"head ermfy . L . . I -

o The group alioe:anor& appmam is appljed iy deZe{mmmg ‘the appzopﬂaie armound 0{ c,ur;enf Tax ilabih’;y or current tax asset to alloca%e zc}
o --_'members of the tax wﬂmflddted grrmp Defﬂried faxes are alim:afed-m marrbezs of 'fhe zax carzsolsdazcﬂé BroLp i accordance with the . -
e principles of AASE 132 - ' C e T

U8 Foreign currency
i) Transactions - . A T R R e R o e
~Transactions in forekan currencies are franslated into pfeaeniatzr»ﬂ cusTensy, Aus‘izallan dol ars, at the foreign exchange rate ruizng a‘i the ddle
of the transaction. Monetary assets and liabilities denommaz’ed m forelgrl cwr'ﬂr{:zes are refransiated o Australizn dollars a1 the forsign -
ﬂxc"iange réie rzﬁfng c-i %he bajdp{:e Sheei éafe e e e e el e el e e e e




- .farem;rs exmamge dlﬂerences agising o lr a;sf%aﬂor& arg ecoc;rmed in U=e neme s‘iazﬁmem Nor Y10 ;Piary assets and Ilabnziies ﬁzdf
Coare measured in terms of Bistorical cost in 2 Torelgn cusrency are translated using the exchange rate as at the date of the trans action. )
oo None-monetary Hems messyred at fair value ina ‘?s?elc;r; mrmnc,y Shd l be Zranslated is] Auwaflan dolla{s us;mq tﬁﬂ excharsge rd%e‘g ralmg

w L et the date when the fai value was de‘fermjﬂﬂd . : -

~ A at the reporting date, the assets and I|ab|ljr|es of 'farcwc;ra SLbSidﬁa{IQ’S, whose funetionat currency differs from the presentation currency,
. are translated into Australian dollars &t the rate of exchdfige_ i mg ai thig bdlan_ce s}'zeet d_a_‘le end%éwe!‘r ér'ac:or}_'ie siazememts arg transéaf'ed N
~. et ihe weighted average exchange rate for the yearn .. e . - . "

- Foreign exchange differenges asising on the zehazlslahm are Lakeum dzrﬂc:iiy ‘20 the z%nezgzl {,urrem:y translaiffm Tesene in equziy On (:ﬂsposa of
;& foreign entity, me de?’&?fred cumulative amozm{ {ecogn isatd iy eqwiy rela'{mg w ﬂ'id?. pdrtmulaf {arez ! ecogn sed i ‘U e mmme :
staternent. . .

{g) Re\reme recagm%mn e e e . S e e e [
" Revenue is regognised to the exient “aha% itis proba )ie %ﬁa{ SLON0rMIG bﬂmeflz‘s il z’ oW 10 ‘the Gmu;} and ‘Z"]E' revenug can f;e rﬂizdﬁ%y I easurﬂd
- Reverwes and expenses are generally recognised on an aceiual basis. L P e U )
- Reveniue frore fees income is derived from the provision of investment mar&agemem services to ?ﬁe C”ompanys maﬂaged mvesimem produc[s -

" and fee and distribution income from managed foan securitisation frusts. Reverwue iy remgmsed Wwen the services are deemed 1o have been
- earned using an effective irterest rate method over the life of the contract. B S

. Reverue froms prersiums in the asset management business 15 pazat@d mm zevenue arsd R n:y c:emporsems Prem L Armosnts zecewed .
“wibchs are akin to deposits, are recognised a5 an increase in pmhc,; |abzl|2:|e$ For the mv&ﬂmem Imkec% ani anruzlzy bUSIi’IDS‘i, all premzums; are.. -
fecogn imed as.an increase.in palicy liabifities, - el e . . . T

Ingerest incorng i recognised a3 il acdrues using an efzeciwe irderest zare, ta kmg into. rmoun[ the e‘?’{ectwe ;1eld o{ ihe {nancza asset. L
"-_'F{everxue rec:mvc'ci relazmg %0 'fmdm:ual plarms_m; irs the form of mroirerage °’r0m iifa compames arict fund mamgers is zemgm&eé an an, accwai »

_ wdends are remgmseé & Income an *fhe dafe he. shar@ 5. c;umed e%dnndend Bl\fldﬁﬂd‘i 'from ur‘lzsied corr‘pafues are. remqu;ed when 1?
~ divigend is received. . . RO . G . . S

'-Cperah&g lease rertal income is eamed ana. %11azgm fine basiy over ‘Lhe izfe of Lhe cormac,i

:'.':{h) finarnce costs - e el . . . T, B
. Finance estabiistnent costs in respﬂ{:t of c%eb‘t Lhc:r is, most fair valued are de!’erred ang amafijsed oV Lhe |£e r:)f the undﬂrlymg faczl f”y

~{i} Cash and cash syuivalents - . e ' ' R ' T R
- {ash and short-tenm depasﬂﬁ in. 'the mafafv“e sheei mmpme Ldsh af; b;mk £ ;d 'frmarid and &hmi term cepoy{q wr{h atl ongma ma[un{y o{
heee months o less. . e _ e o

C-Tor the purpose of the Cdﬁh 'flow S‘f“cztemeﬂz casn and c:ash equlva ems £ons zs;f {)‘f ca:m amd shmt rerm deposz{s a3 deﬁrzed above, _rwi 0?
. _ouii»iand 11 b&mk merdfa?’ts - L IR : .

Trade and mhez rec,ezvables are sta{ed at Haezr arnortised cosl less m“palrmﬂm %mse; Trdde and other fecewabies are remewed at eafh J&|8F§C“. o
- osheet date 1o de’ée;mme wiweiher there i any |r~c£|a:az|mn of impalment. i axy such) iflélc,atlcm exms ihe asgew fecovefa::;%e amount s
Cestimated. . . e T R - L

Bills of ﬂyc};dnge have heen puz{:hase‘d i1 z”ﬁe mazkez ata cﬁsmum e {af“e il Ti“e m Is are camed at an amount rep{esemimg cost aﬂd =1
~portion of the discount remgmsed 8 incame tm an eﬁec{wa yle\d ba"zs Tﬂe szf{aam i)rr,mgt it m acmum eac 1 pemd 5 d{:co_mfed for 2y
ingrast income. - s A _ LT el o,

{lg Berivative fmamiai mstmmants
<o Thie Groug is exposed o changes in mieres’. rafes and ?’019|gn excharige rate» arxd may se nfereg‘f ra{e QWEJQ& forward f{)remn exrhange _
- rontracts and futures to hedge these risks, Derivative financial instraments are held Ior £isK manaqemem pufposea angd not {{Jr the puzpose

- of speculation, The Group toes nol ?zmld a derjvative trading portfolo. . . . B

L Oher thar in the As»e?. Managemernt busm@saf costs arising at the Hre 0‘5 er‘iﬂnr&g into ﬁedge hazlsadzms aig bmugH e accounf i 1he
- neore staterrent over the lives of the hedge contracts. For the asset lanAgernent company and its controlled entithes, costy arising at ﬂ'se\
"----Zme {}'f emermg Nt hedge %faﬂsadzms are recognised in the income statermen inswhich the costs are incurred”




~ '--___De;;va%zva financial instruments de&gmied as ﬁedg& are accounfed 4{3? o & fa|r value deis and manges i value arg mcorded i 1he %H(:OI’I}E‘_ k
Cstatemeryt in the period inowhichs they arise. Where fidures contracis are a hedge of interest rate r’ibk the gam ar 5035 Qn 'fh{)se canLracts L
T deferred and recognised ir %r‘e period ; for whzc:# 1e uﬂderlymg interest rate risk has beer hﬂdged : e

: ] }uly 2005 QT?W&FdS R . A . . . L . . R . s e .
-The Group uses derivative {zna;‘czdi ms‘%razrr‘ents such as forezgrl currency {:{}mraczs amd ingerest rate Swa ps fes! ﬂedge its r;5§<s associated wmh :
- interest rate and foreign currency fluctuations. The Group does not hold derivative financial instruments for tading purposes. However, for - :
e derivatives that do not gualify for laedge df“counfmg, any cgamz; o lm%es arismc; 'from c}sang& in fair value are iaker dlrec{y 10 the income
T ostaterent for the year . I, o T .

Al derivative finangial m§ernen1& are siazed at {au valu\o Tﬁe {au value 0‘5 'forward exchange c,omrac,i& i% wlcaia{ed by feferﬂ&ce o c,ufrem g
~forwerd exchange rates for contracts with siniiay maiur:ty p]{:ﬁ = rhe faly vadue of m{eres{ rate swag Lontracts | i dpfermmed E}y I'E?Ef{%l“i(l%
o market values for similac instruments, | - . . - ) BT . ;

<A derivative financial instruments held within Chat Ienger Life No P Lzml{ed ae S‘Zdled ai ‘aJr vaiue Wl'ih any cgams or 2o<;ses ansing fmm
. ehanges in ek value being taken directly to the Income statersent for theyear. " ) L

- _--.._?c:r all entities, for the puipose of hetdge accounting, hedges are dassified as either fan value ﬁedgef; when thﬂy hedcge %he eXposUre to :

- changes in the fair velue of @ recogrised asset or Habifity, or cash Bow hedges where they hedge exposure $0 varability in cashs flows that s
_either attributabiie to & particularrisk associated with a recognised asset or lability or a highly probalile forecasted transaction. On entering into, -~ =™
C L hedging relationship, the Qrmup fom‘ I y designates and docurnents te hadge selationsiip and e risk management obiective and strategy -~
S for undertaking ﬁée hedge S T e T e T e T T T e e

U Fair value hedges el ST TR R
- o relation (o fai va%ae hedge‘; whzd% gt Uze (.Oﬁdiilf}]%s !’w hedge acc:aun%mg{ amy gam ar loss from remeagmmg zhﬂ hedc;mg instrumeng at

- fair value is recoanised immediately in-the income statement. Any gain or koss on the hadged Hers aliributable to the hedged risk &5 adiusted .
Lagainst the carrying amount of the hedged item and recognised in the incoms statement. Where the atdjusiment i w the carrying amount of -
K i'edc}ed iriferest bearmc} ?%nanc%ai ér;s;‘ammem,_ e adi ustrment ] dmﬂliibﬁd 0 ‘fhe net pm{zi anl %l:ass; such th @l r‘t i5 fud Iy dmormed by matwliy_____ :

L Cﬁ?ﬁl{i Honwe J'L]edges X . e . . o

S relation to cash flow heéges {0 l;edge 'fm'n CON: rmfmenfs w}uch raeet the caﬂcfmms far ﬁedge ac:ccammqr the portzm o{ zhe gin o %ass e
TLon the hedging instrumeny that is cie‘termmed lobean eﬂﬂcnve hedge i% remgmued d;reciiy in equ;u and the netfective g}armn is recagmsed__

A the ﬂmme staterment, o . o o :

S When ihe hedged firm cormenitment mstzl‘is ir: the rﬂwgm'{mn o{ an asset or 4 |db| riy tﬁe aswflaied gam& or %ssses it hacf pzevzaasly been
e recognised in eqidaty are Induded in the initial measurement of the aoglaisition cost or other carrying aracurt of the asset or IJabnziy Far all -

~oiher cash fiow hedges, the gaing or insses that are recognised in equity are fransterrad 1o the income statement in the same yc-ar ifl whlch
~the Bedged firm comanitment affects the net profit and loss, &9 when interest Incorme o7 expense is recognisad, | .

Hedge accounting is discantinued when the hedging instrurnent expires or is sold, terminated or exercised, or 1o longer quair{ze‘; for %=edge
Laccounting. At that poind in time, any cumulative gain or joss on the hedging instrument recognised in equlzy i kept in eouity until the "7
forecasted transaction aoouss. B a hedged 1ranmcimn 25 o r;mger exppcied m oo, ihe rﬁﬂt curnlative gam or Ims rec:ogmsed i%‘l equ W |$

transferred to the income staterent for the yﬂar e : : SR,

LU (B Financial assets {2005: investments}
Co From 1y 2004 to 30 June 2005 - e ' - T e T
S drwastrients within the Asset Maragerment segraent were ac:mumed fer ai net marxe‘f“ vaiae Imvestmems held el ew%erﬂ ir: e Groug were
SR bmughi 20 d{ICOLjﬁf af ihe Iower of (:mt or r;er rﬂahsab?e va ue. Conimlle{! emmes and aa&omatﬂs were accouflzed {or iy ﬂ e cansshc%died

';;_"..meﬂuiyZD{)b T B T SV -
oo The Groug classifies its '?marl(:lal asse%s in twe followmg {:aiegor;e{, ‘mama% assels at {aif value Harough plmﬁt o Io'ss rewwabi& of Wazlab =
o forssle investrents. The dassification depends on the definition and the purgoze for which the Investments were r,cqured The classification
-ofinvestments are determined at initial recogritian grid, evaluated at gach reporting date, . R e

- Purchases and sales of investments are recognised on the date o which ihe Group cormmits to purmase oF $elé the asset. inveszmems are .
~initially recognised at fair value pius transaction costs for all financal assets not carried at fair value through profit or loss. frvestments are
~dlerecognised when the rights o receive cash ﬂaws fmm U*e rurﬂszmems ?*ave explred or have heen transterred and the Group has transferred
~aLitistar ‘aily rzi risks ar‘id rewar{}s Qf ovmers?wp s T T T T T T s




N '_-.(;) Fmamaﬁ dgsels at ?’a,rr vaf{xc z"hrouqn pm)’;mrfoss T T e e . "
- Financial assefs classified in this category are assets held far twe pmposeg f::f Lradmc; A ssely in thu c:aiegmy are flassrz*ed as c:%eb‘f o eqw:y
" securities, Thay are, carried at fdir value angd umeaisﬁed gam and insses ane remgmsed 4 mugh the incoms statement. -

iy Recaivables L SRR : . . L e
~Recaivaides are non- der;vahve 'fmdmzlal assels with fixed or deiﬂ;mmai}ie paym“erw ‘fhaz are ’mi q{zfa‘fed inan actwe ma?kez They are cﬁmed
et amactised cost, valculated by zdrm{y; mio ac:wzm{ ary. cﬁ‘scounf 1 prﬂmJum ar aa:qwsmorz over zne perzr:.d ) mrnwtiy

(i Avallable-for-sale financial assels - SR . o : - T T
- Auailable-for-sale financal assels are nog- dervazzvc's that ase ezthe? demc;rsa%ed in %%’1;5 cazeqary oF N c,}assmed in rmy of the o{her cafegor%es
.. They are carried at fair value and unrealised gains and losses are recounised in available-forsale asset reserve in eguity. W ihe assel s o
. derecognised or determined 1o be impaired, the cumulative gain orloss previously reported in eguity is recognised [n the ncome .sz_az_emem. _

- Thie f2ir values of quoted investraents are based on quoted bid prices gt the batance sheet date. If the market far 2 financial asset is not active
Cland for unlisted securities), the Group establishes fair value by using valuation technigues. These include the use of recent arm’s tength
B Zramdc‘flons, raf erence. %o ol er a;se'tva ﬂ 3l are fsubSZaMzaily the same, distounted cash fiow analysis, and option pricing maodels refined to

--_{m} Imes{mempm?emes T - ST TR, . . e
Investment properties are mesasired mmally at cost mcludzng Zramdcimn mszs Subsequem {0 Iﬂifla| recagmtlon mvesim&m pra;}erues are
stated ot fair value, which reflect market conditions at the balance sheet date. independent vaiuations for all investrent properties are ™
conducted annually and the Directors make reference 1o these independent valuations when tetermining falr value. Gains or iosses arising
from changes in the fair valugs of investment properties are inciuded in the income statement in.the period in which they arige.

Clnvestment properties are derecogrised when they have either been disposed of or when the investment property is permamﬁmly wmdrawm '
- from use and re 'futurﬁ bene{zi i% expec*{ed frara |25 dz&;}mal Aﬂy gam or fosses on ma defecogrﬁzimz Qf an ﬁv@’s‘ir"ie’l‘i pmpe{ty e mcor}m&ed

- fri) krzfraatmcwre ﬁxed assets e T - - : e e
ndrastricture fxed assets are stated al cost cmd AT tlscﬂd o g‘trmg?ﬂ. ine i}asm ower their es{ma‘red agefui fife of 40 years. This is dorse
. on a.profect by project basis with amortisation commencing when the Company starts fecelvmg transpariation incoms from the project..
- Thie earrying values of infrastructure fied assets are reviewed %o impairment when events oC wange; i c:lrcamsiar;cm md;caie e garrying L

il may not be recoverabie, lmpazrmem lossgas = fecogrﬁzgzed sl ‘the Income staterment. . : [

(o} Piamaﬂdequment . e
“freras. of plart and 2ol pmﬂmi are sta tedd at cost or deemed LO5E ées& accmmlaled depregiation. cmcé lmpdlrmﬂm inssas.

. _'_Depzeczdtlors i% calcaia’éed ana ﬁ‘fram;ht fine basm m wrife 0?[ the mﬁt cogi of each c}ass of- w}fﬁd ass;ezs over %15 expec{ed useful Ier I:S’II'T ateS

" Jollows: .

e Plant amd equipment ~ stiuee 1o five yedzs

Ap) Leased assets : B - ' B
. _i_echee are chassified a5 sither aparating, fea £5 07 fmarzc,e leaaea at the da%e of ﬂce;;%mn 0%’ thie i’:'a-“;E'

A distingtion is made between finance ieases which Pﬁeczlveiy transfer from the lessor 10 the lessee auf}aiarmal Y al o{ ‘fhe m%cs “md beneﬁzs .
e dngident to  wnership of leased assets, and operating feases under which e Jassor elfectively retaing substantially 2l such isks and benefits,

-~ Finanee leases are capliaizsed A lease asset and Habifity are established &t the present value of mi nzm_zm lease gaymﬂvis._tﬁase pdymﬂnu are
- allncated between the pringipal _componant af the lease liability and the interest expense. .

The fease assel is amortised on & siraight e basis over the term of the lease, or where it s Ilke y ‘fha% the Gmu;:} Wi I ob‘fam OWﬂersh 4] o{
- dhe asset, the life of the assel. Lease assets held at the reparting date are being amortised over pﬂ;zoda ranging fom three io ?l\fﬂ__ye_a s, -

- lncentives recsived on enfering into operating leases dre recognised a3 liabifities and are amortised over the e o[ iﬂe |€d‘ie
' Crther Gpe?aimg lezse ﬁaymema afe m»rc;\od t{) ‘the ingome siaiemenr i the ;}erc}ds m whic 1hey are fncurred.

. The presem value of Tuture ;aaymarm for sufplus; leaser space undef nm*vc,cmcpllable f)peraimg IeaSeS i3 remgms\od L IJablizty, nﬂl of
S1b- Ieasmg revenue, in ﬂ;e {aer g i wh;m itis deierm ned, 1,%;31 the leased ‘;pr e will be of no futwe benefit to the Groug. .




- _-_'(q} Defermd pmzfaim and angma‘tzon m&ts ’
oo Deferred portfolio costs - B . - e T T R o
o Portfolio costs represent the costs a%oma%ed W|Lh m;tab |shmq seruﬂzlged mmrzgoqe backed po0ks o{ fumj& wﬁ;ch are funded via twe issue of L
- residential mortgace backed securities RIMBS) to investors. When incurred th iBse Costs are fecogmsed ag an agﬁez and Si.bsequemly amortised
Jover the life of the futuse emnomzc henefits expected to be recelved. : - - S

“ The amortisation policy i o match the portfolin costs with the ﬂxpected fepayment pro‘lee fD'f eac,h sewrmsed p{)ﬁ} ] U=at éﬁe amortisation
rhage a5 a proportion of the outstanding securitisation poal is consistent over the life of the securitisation, a:reatmc; an effective yield. The -
T amortisation rate i determined based onthe forecast prepayment rate of the loans underlying the RMBS. This is caloule ied on s ‘trasi by HE
o basis, 'Lhe*zﬂby mam;mg 2ach pf)l:al of £ elevant Costs with ihe. {arecass‘f pfupaymen[ rete of the ! |5sue éﬁey elate to. -

L Deferred origination costs - AR : : e T
U Deferred origination costs am Cosis assm:iaieé wﬁch or;gmaﬁm of ang nc:ludmg COrnrnisson paic% 10 m or%gage or‘girsawﬂ“ and Lendery -~
T hdortgage lnsurance (V) premiums. Deferred origination c,oszs incusred arg recagruaed rJ‘S an asset cm{ﬁ sub%equently a’“ﬂ()flibed over iie fife - -

~of the future econammic benefits expecied toheweeived, T . S - . oo

The amortisation policy is to match the amortisation of U=e oncgmatlora costs wzih 1he average repdymem prf;rﬁie of E Ioar* 50 zimai ihe i o
Lo anortisation c}zafge as a proportion of the outstanding loan-balance s consistent over the life of a luan, ceating an effective vield. The basls -~
- of amortisation iy determined by the amortisation of the loar: book o Cumulative Prepayment Rates (CPR) cusve {exciuding discharges).
" Any nrigination costs (remaining written down value) associated with s loan which has discharged during the peripd § is written f)'fz’ rmmedzarely :
" This policy ansures that fotal defezred mr;girlaizm LOStS are rmi Lamed at an. czmmum above thelr recevarable amounf

(r} Gc:eczeﬁmii amﬁ othar mtaﬂgtbie assets R
s Goodwilt ac,quirﬂd ] busmess combmatmn i% nzha%%y mﬂasured at cost w%erﬂ- me (:031 of the baames» c,ombmaimn ﬁxceeds H'ze ﬂe1 ‘azr vaiue- -
o of the identifiable assets, Babifitfes and contingery liabilities acquired. Following inifial recognition, goodwill s measured at cost less any - :
e accumulated impainment Zoss& Goodwill on acguisitions s not amortised but s tested for Jm;}alrmem amuaily or o hequently if evenis
o changes I drcumstances Indicate that the carrying value reay be impaired. . . . .

AS af the acguisition date any goodwil actjuired is o fincated to each of the cash{generaimg it expeded jis bemﬁﬁz frr:m ‘fhe mmb natian’ .
synergies. Impairment is determined by assessing the recoverabiie amount of the cashrgenerating unit, {o which the goodwiil refat .
s Where the recoverable amount of the cast-generating Lnit i less than the Carrying amount, an impairment loss is recognised..

- Wihers goodwill forms part of & cash-generating unit and part of the operation within that unit is disposad of, the goodwsill agsma*aed wn:h "
- the operation disposed of is included in the carrying arnount of the operation when determining the gain o loss on disposal of the operation,
o Goodwill disposed of in this c,lrc:umsiamce is measured on the bagis of the refative. vafues of L _operation disposed of and the portion of the ..

- rash-generating unit re‘zamed . . P R R

gy O'thermtangibiea&seis BT T L SRR -
~Other intangibie assets acguired are rﬂwfcfed al cost fess acc:umulaied arrortisation cmd ;mpalrment Iogses The cost, of an miangzble dasei
acoired in a business combination is #s fair value a5 al the date of acguisition, - . . . .

CCertain internal and external softwara costs directly incurred in acguiting and deve DTN ceﬂam sof‘fwafe brave %een c:apjta |sed and are besng
Camortised on g straight Bne basis over-their useful life, usually Tor & period of five years. Useful lives are examined on an annual deib afld
Cwiherg app ficable, adJuSzmems are. made on A, prospec:hue basis, Cm{s incurred on ;oétwarﬂ maintenanae arg uxpens;ﬂd a5 rrscurfud :

Cl AL each reporting date, the Qroup BE5R55ES whezher zhem i any mcﬁc,aﬂor& ‘thdf ag asset ray. be irap
.__‘U & Group makes a formal estiation of the asset’s recoverable amount.. _ .

fed F gmy such mdlcatlon exigls,

— AN assel’s recoverable amount is the greater of the fair value less costs fo ;ell angd g value in yme. zt 3 dezerr"sm@d *{f,}? EH mdlmduai asset,
Counless the assels value in use cannot be estimated to be cose to iy Tair value fess ensts 1o sell and i does not generste cash fows hat are -
- tmrgely independent of those from other assets or groups of assets. in such cases, the asset s tested for impairment as part of the cash-
-~ generating unit to which it belongs. In assessing value in 4se, the estimated future cash flows are discounted to their present va?ae USIFIG A
- préessax discount rate thal reflects cusrent market assessmients of tirme value of money and the risks spew’lc fo the asset. 7 -

“iihen the car;y ng amount of an asget or cashn gemeratmg Uit exends ity fecovezab 2 ;mmum% the agset or cash- qenemzmg ynitis. ‘“{)ﬂfﬂde{e{ﬁ e
~impaired and i3 wiritten dowr T its recovershile amount, . T, e L o .

Cimpairment losses are recognised in the income slaterent, {mlaﬁss ar asset ha¢ pmwom y teen revalued i whch case the m“;aazrmﬂm fogeis
| recognised as 2 reversal 1o the exient of that previous revaluation with any excess recognised through the income siatement. mpairment iosseg
Cregognised in respedt of cash generating units are allocated first 1o reduce the carrying amoiat Q{ any qooawﬁ ilocated to cash-genecatiog .
' ther 10 fedu:e the cafrymg ammnr m‘f the other assets i the urdt on & gm rata basis. .




'--.Ar‘ assessment is also made al Pac,h zepfy{mg dafe g ‘to whei n2r iners is any m{,hca‘zmn ‘fhaé: previ a:wsly ecoc;mged mpawmeni iosses may no -
Clonger exist or may have decreased. if such indication exists, the recoverabile amount is estimated. A reversal of the impairment loss may cwly -

©ngrease the asset’s value up 0 48 canrying amount that would have been determined, net of deprediation, hatl no impairtment kss been -

. recognised for the asset in prior years. Such reversal is fBLOGNE sed inthed ncome t;ia‘if-rr‘enf ufﬂeas 2he assez i3 t,arr;ed ai {evalued ammmz
i wihich Lase |2 9 ireated CER fevalazauon increase. : :

(9 ?aya%zies L . : . . e - e
- Thiese amounts represent imsecwed %zaz}j ities {or qoads azld serviges prcmded w the Grf;mp FJ?’IOF o the emd o{ the {fnamza year and aﬁor'fv
e finanicing of deferred or gznaifm costs, by managed warghouse frusts, _Payab?es are stated at amarzlge{ﬁ costs, . : e

. A loans and Jormwmg;s are initizlly rec:ogmsed at ~‘fazr vaiue of the cowzderatimn received %ess di;'eczly a'{'f:r§bw;able fransaction costs. Inderestis
Jancrued Gver z”ﬁe pe;zod it bewmes due aﬂd i% remfded &% par% of gaya ;Ie‘“ Aﬂer 'néiiai zecoc;n[i%m 'n‘fezeg‘f bear%nq loans and bozmwirﬁgs aie _'

-..:M Emiﬁﬁyee banaﬁts - - T U
Al Defmed comr;butaon &uperamuaﬁon fumds AR

{1;} Wages, saiar;es, annuat iaava, sick Eeave dﬂd N0 mmatary benefits ’ A i Crtn : o

CLiabilities for wages and salasies, incuding nor-monetary benefits, annual leave and acournu atmg sick Ieave r—“-xpﬂc:ied 0 be geiLIed wziizm ’
12 monghs of the reporting dafe are recognised in other payables in respect of employeeﬁ semce> {.p 1 1he fepmlmg ddze Tﬁey are "

- measured at the amoums expec,ted o be pazd wwen the Habit mes are seitled ’ :

i) Long servics leave e e IR R U T )
 Ligbility tor long service leave ig zecoc;mued ir U=e ;}rwsmv {or ﬁm“ployee beneﬁrs amd me¢sued as e pzegem vaile o{ ex;;ecf“ed ufufu T
B 'pdymﬂnis 1o be readde i respect of services provided by emplovees g o the regorting date. Consideration is given (o expecied fulure wage - &
and salary levels, experience of employes departures and periods of service. Bxpected future payments are discounted using interest rates o1 S

-, nationsl govemmam guafaﬂzeed securities with terms 1o mazumy that match, a5 clc:»59|y a passjb &, the estimated ﬁzwre cas}z Qurfiow S

A prowvision is recogrisad i Zhﬂ ba ance shiget w};en ‘fhe Groa;a has a preaen‘f“ Qﬁ}lzgaimn (ngal or cans’.?uczzv&} asa resulz ofa past even‘i amd
Uit ls probable that an outflow of resouiges il be rﬂqmred {o settle the {)bizgamn and g rehdbie estimate can be, made of the araount, of the

- ohligation,

" A provision 'ffy reslruc{mmg i3 rec:ogrused whan ‘fhe Gmup has appmved il de‘iazled arcd fafmal reairuc:zurmg mar‘ arﬁd zhe res{ruczumg has e
_either. commenced or has been announced publicly, Future operating €osts are not prowded Sor . B e :

'-._Where the Grroup expects some or-all of & provigion {0 be reimbursed, for exarr‘ple urider an insurance condract, H'ze mmbursemeni
~iRcogrised s a separate asset only when the rebmblarsernent iy \nrtua Iy ceriain, T%ﬂe EXPENSE 78 atmg jis] any pzov igion g pres;emed n 'the*
. Ingome staternent net of any reimpursernent. . . . .

- Af the effect of the trne value of money s material, provisions are de{ermmeé by dmcountmg the ﬂxpected 'future {,ash ‘row& at & pre~ia>§ rate

T that refects current market assessments of the time value of money and, wherg appropriate, the risks specific 1o the. liabzifity. Whezu .

- discopnting s used, the mcrease iy ¢ i pfov;smn dug 4o 4 e prma{ge of "{Irr‘e iz secoa}m&ed 458 Z}@rmwmg cost. L

. -:.._{x) Contriliuted eqwty . e : o U . T
U Grdinary shares are classified a3 equ;fy zncre\mbma Costs dlrec{,f aitr buzcmle i %mﬁ issLie uz’ fnew s}zarﬂ ar thlons are shown iry equy asa. -

- dedugtion, net of tax, from the proceeds.

-~ Treasury shares dre Omﬁmafy t;hafes m iﬂe Compamy feld f)y Uae employeﬂ swarﬂ izusz “Ih esg shares are msued il {espec:{ o‘f ‘the i_TlP Refer noie
w1z ‘mf Tsrther detaits ’ . . . e . A : .

(y} Eammgs persham B . Ce e . -
CBasic earnings per sharg &5 cal wla{ed by dmdmg net proﬂz 'fmf twe yeEr aiiflbutable ta omimazy ;harehoidera af z”}ze C”ompany by 1he wmghted
-average riumber of ordinary shares outstanding durng the finandal period. The fuirater of ozdmary shar 4 o_uiﬁtandmc; mc_ u_de_s arly shaf_e_s
gravded under me employee share Jacertive plan which have vested and settled, R - e

CDituted eamings per share i caloalated by dividing the net profit attributable to ordmary sh aremlders of thﬂ Compa;;y by H;e wmghied
. average nurrber of ordinary shares nutstanding during the year {adjusted for the effects of dilutive options and any shares granted under
. the ermpioyee share mct-miue p fan). The dzlutwe e‘?’{eci m‘ outz;tandiflc; mpflons |<; reflected as additional share dilution in the computation of -
__earnngsperstfe_




'-N@teg m ‘th@ Financial S’taﬁémmig'(mntmed) S

[ {z) Share based payment transactions . e T " Tl P A
Cle B Long Term Eguity Based incentive Plan ~ - 0 IERREEERRE B St
The Groun has an employee share inceniive plan and an empioyee ﬁﬂare trisst for zhe gramurlq m'f [Fabes trrzn5§e¥ai}ie ophow i) excﬂcuiwes and _
senior empiovees. Shares in e Csmgamy hetd by U'ze ﬂmgﬁ)IOyee 5rzarﬂ Trust are nlassmed as ‘ireamy sha;es and praserr{ed in. 1he balance s}zee‘f:_ -
“as a deduction from eguity. S R : S "

o Emngloyees of the Groug receive ;pmuﬂerdizm in he {orm 0‘5 mze bd&ed pdymenr transactions, WHE{EDJ( umployees remer ervices o '
- exchange for shares or rights over shares (equdty-settled transactionsh, e . o

o -::"T?*e vost of equity-settled franssctions with emgloyees i measured by fe[erer%t:e o the fau value at ‘fhe daie ai whzm éﬁey are C}rdﬂied The {aiz
U alue i determined using an a;}zlan pricing model. In valuing equity-settled transactions, no acoourd is taken of. any ppr{ormdzl{:e mndmomsr -
e -oftier than conditions linked {0 the price of the shares of the Company (market conditions), c - .

in accordance with AIFRS, the cost of equity-settled transactions & recognised in the (:{}m{)fldated aa:c:ouﬂ%s;, ‘fogeiﬂer wﬂh a cmrespmdmg '.
increase in aguily, over the period s which the performance conditions are fulfilied, ending on the date on which the relevant empi Oyees
- become fulfly entitled t0 the award {vesting date). At the parert entity fevel, the cost of the equity shares are recogrised as an eqm{y
Co listribution, whe_rﬂl;y the investment In subsidiary i Increased with 2. conesponding ingrease in the share based eguity eserve.

: i :--:__’Ihe cumulative expense or investment recognised for eguity-seitied transactions at each 'reporfing date untii the vesting date zeﬁeds the .
o extent t which the vesting period has expired and the number of awards that, in the opinion of the directors of the G ou;; at that dder
- based on the Best available estimate of the.number of equity Instiuments that will oitimately vest. . . e

e adiustment is made for the fikelibood of market pe{formance conditions bemg et 2 the ef“zec:{ of these {:(mdl[lona is mciuded in zhe
" determingtion of fair value at grant date. : ; . : ; -

L Where the terms of an equity-settled award are mom{zed as a mirimum an expeme i5 ref“ogzus@d 2 f twe terms had rm% been 'nocimed :
e inaddition, an expense is recogmsed for aﬂy increage In the value. af the transaction a3 a.resuit, of the maod: fic:ailms a3 measyred at the daze__ o
- of modification. . ) . e . . L

LU Where an eguity- sei[,led dward i3 c“dmel 2! durmg 1h9 ves‘mg pprod {o‘mer Zwarx a c;rrmt CANCE: Ied ‘?f_w{eltufﬂ whert éﬁe mve»‘tmq corsdzhcn o
Care not satistied), it is treated as 3f it had vested on the date of-cancellation, and any expenss not et recognised for the award is recognised. .
immediately. However, if a new award is substituted for the cancelled awaﬁﬁ and designated as a replacement award on the date that it |s :
- granted, the cancelied and new ch&Fd& are 1feau=*d a8 if. 1hey were madiflcatlcm f}f We or mgmd award as desmbed in Zﬂe prewou
Co Tmaragraph. ) . . S e
(i} Employee mcemwe Equzty Scheme (EEEE} ST T i T T
- Challenger Connections Ud (a controdied erm%y} ;}mv;dev; beme?lés 0 I%xm Dmplmyeeg it %hﬂ fom of share based Qaymem {sansgcilmsr T
S wherely emigloyees render services in exchange Tor shiares or fights over shares within lnexus. There Is currently one plaﬁ in place o provide

< thiess benefits o designated senior executives (HIES). Under B E‘S 1he empl@yﬂes hdve an op‘mn ‘to fecezvﬂ %imelr ue'szeci 1are<; [Clrlld as C.d
CoAs such, BIES s treated a8 & tash e‘zued share based scheme. - e : R .

o The lsbility B measured, inflially and at 2ach reporting date unti Sez‘tied at the falr value 0‘5 'the sha;e appreaatmv rg?@u r:y i ymg an .
s ..0;31;{)?1 pr;cmc; rr‘odbl e the exiem to wt mh ‘the.;ﬂziployees_have rendered servies to date. Changes in fair value are recognised i1 i_ﬂe )

"(aa} Goadsan&semceatax-“ R
Revernies, expenses and assefs arg zecoc;mge(‘i rigt of the amount of goods and services tax (GST), except wherg the amount of the GST - e
-incurred s not recoverable Trom the taxation. authority. b U*ese CifCLJF“’&E&'Za?‘lCQb, the G573 re‘mgmsed as par‘z c‘f the cost of the cqmu'{mn T
~of the agset or.as part of the expense. - . - . _ . .

L Receivabies and payabies are stated with the amoum o'f G ST ing uded “Ihe net amount af GSY femvezab g from o paycmle m, 'Lhc' ’
- Australian Taxetion Offics (AT0) is included a3 an asset or Habifity in the statement of finandial position. . - . o

= Cash Hlows are included in the siatement of cash flows on & gross basis. The GST components of cash flows arising {forr‘ mvm;hflc; 3’1@
.__'fmdncmq activities which are recoverable 'fr{}m ar. payab &, H=e A‘IO are classified ay Qpe;a‘cmq cas} o, L .

' (ab) Restrictions on sssets - _ e - B S
Crinwestments held in Chiallenger Life No 2 Lzm{ed can aniy be used wwhm thie restrictions unposed umﬁer the L|fe irisurance Acz 1495, ?ﬁe r"sazn
restrictions are thatl the assets in a Fund can only be used 10 meet the liabilities and expenses of that Fund, to acquire invesirments 4o fusther

e Dusingss of the Fund or as distriitions when solvency and capital adeguacy requirerients are med. Parlicipating policyhoiders can recgive 2

- digtribution when oiueracy rﬂquzremamiﬁ are met, Whljb‘i shdrehcﬂders can miy recaive a dz5‘§r|i}uiiau when he higher. %ave_i_ of capiza! adequacy.

e remems are et wm . S S




. (ac} Srgmfreant accoummg wdgemerrts, estamates arzd assum;;tsor;s :

- estimates r.li sh dsSmeUm& ‘fhaz have & Sigzu[marlz ﬂsk o{ c:auw‘g A, maiera adjmtmem sto ‘me carzymg & Quz’l%S mf ceftam asseis n_d_ _%zc;i)_j _|f;z_e_$ o
“within the nextansual ;epfyimg peﬂod fe; ‘ . . ! . L

- The Cmu;} assesses whether c;ood\m lig wpazred at Ieaa’. dr;rwallg ir ac:f“wdancp wm éﬁe ac:coumlzlc; pack |cy il nme 34 Fhese (:,alcaﬁamns
- invalve an estimation of the recoverable amount of the ash- generaizng LUnits to which-the goode 5 allocated, } .

Share based payments ' . e T
- The Groug measures the cost of eauny 5ei’£|9d iranSdcmns wn:h employees by fe{ﬂrerlc e ‘fhe fair va%ae f)’f twe f)rcfmazy f‘taares at 'ihﬂ dafp d% '_ a
- which they are granted. The fair value is determined yging the Ea\ack SChG]':"i 'formula stdkmg mrm df“coum émﬁ Lerms aﬂé cmzdzimﬂ uppn whigh -
.__1h£- equy nstrUments were granred as discussed i note 30, : i, . . . L

Policy Habilities are measurﬂd af net ;}]PSQM vaiue> of m;iJma%ed fawe cash {owa ar, whe?e Uze ewit wm,lid mi be mazenally dszerem @y ‘Lhe -
- -accumulated benefits available to poficyhioiders. Changes in policy tstilities for, ngn- depasl musmeﬁ are reaogmaed in %:hﬂ mcome stafemeﬂz
S IEVeNES Of expengeg irs the finarcial year in whch he fhanges ooy, D e . S B

L lnvestment gropertias are stated at Ta|r ualuee whzd‘z b bﬂer} de*.ermmec% baﬁed on valuations per‘?mmed by f“lciepﬂrsdem vat uers dumg 1,119
L year anded%OJmeZGGS R T, - B . . . SR
“Thie Valuer or Viduation Practice are authrymed 'Zo QrcICUbP a5 @ Va s under the faw of the felevam Jursdm{zm w}we %he valuatlon 1akes T
" place. The Valuer performing the valuatinn has at least five years of continuous experience in the valugtion of property of & similar type to the -
C-property being valued. Neither the Maluer nor Valuation Practice has a pecuniary interest that could conflict witl: the valuation of 1he ;}z{:pﬂrty
" The Valuer and Valgation Practice comply with the Australian Property Institute (AP Code of Ethics and Rules of Condut.

- Waluations are prapd?ﬂd an; the, br.l;la of Ma;kei Value gs defined by The Intgroational Assets \fagua%mn Siafﬁda;ds& Cormmittes (“i‘ AVSC) and '_ -
~endorsed by the ARl S . . . . . _

.”:"Ma;%ei value is the ﬂsUma‘zed am{:mm 'ffy wmch an asset coaid exmazlcge o ‘2?19 daze Qf vailation bptween & vwllmg buyer drzd Wzllmq
L e g’ length transaction wherein tha parties had gach acted knowledgeably, pragently and without complision. . .

__'if| determining Markel Value, Valuers have examined avail agie mar?@t f\wderzce aﬂd apg;l ik 21;5 aﬂaly%zs; E(s mih IiE 'fradlizm | f“a;:;i'taéisazlmn_____
-._8pp’98d aﬂé dz&cmuqze‘d cash flmw agprmdch o . S . o L



_E\Emtea 1o ‘Eh@ ?Eﬁ&ﬁﬂ. E S’t&%tﬁmﬁﬁtg (con‘éimued) -

'..'.2.9@5* ........................ 2005 .... . SRR

5313 iNE3]

N@’t@ 2 Re\zeme
e Revenye -
L Rentel income
S Mansgement {ee Ingonme -
L anterest ingome UL
Dividend | ncome - :
Dividend incore from Lmn[ra Ied entl
'Fau value adjusiments of: - e
—investment property {net of eyc% s fl Iuctuaflons}
—infrasizuciure inves trvenh (nei 0‘5 ex<* 13mqe f uc%aaﬁws}
et realised gainflioss) on: DA :
— properties e
= investments ang aLiUSIdﬁ&]FfE‘b_ e
~Joreigr exchange

fugaiised gamf(lms} om!{rom

—tradisig securities e o

— interest rafe der;va{we assets aﬁd Izabl ﬂzes
— R §sfwazd denvawe‘ asseis EEE

o '.SPV revenue
- mter_gs_t .ah_d._fee fmcame

L3679
T 13678
-inexus TRVEINLES - e RS
“inexus tzampmia{jm reveme R
Horealised loss oa interast rate swaps’

_hjs mfude& i (ﬁj 7 zmll ah inss in 2000 on re eiuuhorl {}! {:wnomc hc,dges in rek ;mon *eo CIF g mngs



N@te 3 Expem@g

- '. Expernses -

C O dncrease i investment contract l|ab|my i
- dicrease i insurance contract |JEJi3I] 1y -
ncrease in poticy ability
. Progerty managernent expemes
Restruciure costy ™ SRS
Antangibles areortisation ex;;er;se e
JUAmortisation of de{a;md por‘t{oiza :mrj o wgmaﬂors costs
.. Deyregiation expense e

- Employes expenses -

Commdssion expanses |
UL OECunandy expense — Oppzawlc} leaae
e Qeeapancy expense — zm\ocazlan

- Professional feas -

o Lormrrunications

’ '__Gﬁ.'mer_expenseg e

"'.':SPV experises - S
B '..._ifraemsf“ expemes df|d dzsi:r mizr}m

"_Enexus expemes Sl
- Depreciation expense :

..__Overheads

Tﬂtai expGnSes e

".’f’_'Nme & F mm@ C@gts

" fnserest expense incurred by progerty trusts -

“ecnndrolied by asset managemem aUUSId ar_e"

Snterest expense incusred by -

“ Challenger Infrastructure Fuad (CIF)

. tgrest expense incurred by other ;;_r;il_tles_
. Provision discount adjusirment

o Ciher finance cosis (Cifj T

- Cther finance, CQSZS Lo

: -.Z'Fmamce L0518 .




: Notes to the Financial Statements (continued) -

'..:2095 """""""""""""""" 2005 .... .
&

- ;N@t@ % Eﬂmme “‘E‘“ax
SR Companenty e‘f fncome, iax expc-nse ares

L Income statement - .

Current jncome Jax .. 10

. Current income taxcharge

*Deferred income tax - .

- Relating to the orlqirlahm aﬂd rEvErs ai o
ol temporary differences

S income tax expenseﬁ(beaeﬁt} reparted
: _:mmwme matemamt ' . e

. "'S“iatement o*i' equity -
" Deferred.income tax zelaled 10 items -
o charged or credited directly 1o equziy
Gaiirl oy sale of forfeited TP shares o

- incore tax beneft reported in eqwiy

“A reconcliation ?;etween {Ex SXpEnse and z i producz =
of accounting profit hefore income tex mubtiolied by the -~
Group’s applicable incoms tax rate i as m%lmm )
- Met profit before tax - o

- Add oss relating mmnoniy mie;eai R

- Agcounting profit before tax e
TLUAT the statutory income tax rate of 30% (20{35 30%)
C Reeoupragnt of previously unrecoaonised tax losses
L Expenditure not allowable for income fax purposes
: -Provision Tor potential OVErseas fax on sl e mf ;}r{};}em% y
- Nor-assessasle tterns . e
“Other .

- ncome tax expensa repz}ried in income. s‘iatement o

:'Defe;rad income tax T e T e
Deferred income tax at 30.June. wlates 0. zhe {cﬁ CWNG:. |

o Cemaiiﬁated

= "Defarred tncome tax ha%:zmtzes o
"'Uﬂ;eaiz&ed gaisis on miere%is I ivestment pro;jefiy
’ Oﬂ;e{ . :

e



__ -:"i_'.'.'Ni}t@ 5 Eﬁﬁ‘l@m@ T&X (can@:maed)_

- Deterred income tax assets

- Provision for transaciion costs.

- Surplus fease space promlmn
- Restructure provision - - -

" Prewision for doubthal dﬂl}is

- Ermployee er*id]ememt&
..Oé.hﬂr .

: _';'_Deferred tax mwme}(axpense)

__..:'.-Pagent ) N
'.'..’_Deferred income ‘Iax E;abz itigg o e
_Ui’re&hbﬁd goms; on, mt@resis zﬁ_ rweséuz;eﬂz pmpeny -

Deferred income tax aaseis

“Deferred tax incom eﬁ(& Xo8 me)

-.:'__.".The Gmu;} has tay josges arising in Auszralja of 344 0 mzlhm {2(}05 549 5 mn?lon) mat are avenable for oﬂset agam&[ fuiwe ‘faxabp gmﬂh o{
. mmpameS L the tax wns&ohdaﬁed o - U . - Sl -

" Tax consolidations ~ - e O T e T
- Challenger Firancial Sesvices, ﬁzoup 1_|m;ied cmd iy 1(}{)% mwned Austfa i zeSidem ‘;u{}&ldl&l’l&'& have {omm & tax conso |(:§afed GO wn:h ’
-effect from 1 July 2002 and are therefare tdxed By 8 ;mgle ef'li:ziy {mm theat date C”haller*ger E~ma; Cfd ;erwc:eg Gr{mp Lz[m%ed is ‘Lhe ?zcad enmy
- of the fax consolidated group, ' . . e . : : B

-:""'Tax offect accodnting by membars af ihe tax gmap T T B o e o :
. hdemibers of the tax corsolidated group have applied ax f{mdzng prmmpleu unde{ whzm Cha% eriger Fmamzdi Services Gmap Lzr"m:eé and earh

-, of the mearnbers of the fax consolidated group agree 1o pay tax sguivalent payrrents o or fram the head entity, based on the current tax labllily : -
~.or current tax asset of the member. Such armounts are re?’lected in the amounts recelvatiie from or payable o sach member and the head entity. . -

e group 2 Iocailm approact: ;s dpphed if dﬂ‘%ermmmg the appm;}ﬂa‘te arount of e,urfeni tax fiatit |ry ar current fax asset o &l ogate 10 men: ers of
he \ .

-_'_"._"Tb'tal increasefreduction) fo fax expense of the Company -
Total increasedreduction) to infer-cornpary assets of the Comgany
Total increasefreductinn) to_equity accounts of the Comgany -




?i?;:;_-_N@t@g t@ th@ Financial %tatememg (contmued)

g 1'_N®te 6 E§ vsdeﬁds Eﬁa
Crand Pmmged "
(@) Declared and paid during the year - B
Sl -Final fully franked dzuidﬂnd *ﬂ:}f ibe rmanc,lal yern 3{} Jume 2{}{35' '
CE cenys (2004 il - e

::-:'_'-im\or;m fully franked dnndemd for 1he {*nafﬁczaf year B
-3(} Jame 2(}06 2 o cems (20{)5 ri I} .

C (b Proposed for approval at the AGM T T
1 not recognised as a liabifity as at 30 }unej._ L
S Final fully franked dividend for the hzlanc:lal N
S year 30 June 26060 5 cents (2(}(}5 S c:enis)

e Franking uedat baiame o
: - The amount of ‘fraﬂkmg cr@dzis rJvazIab
- for-the subseguent finangial year are:
..~ franking account balance as at zhc- end
Cof the financial vear at 36% -
.. = franking credits that will arise from: the -
Tpayrrent of income $ax payable as af %m
end of the financial yeaf . AT

e |mpacz o the {rankmg a{,count o‘f dm;{}erzda;
- proposed or declared before the finandal -
- repore was authorised for issue byt moi L
~recognised as e distribution w equzw_
_lmfders dufmg 'fhe ;aer c:ac%

The fax rate at which paid d_i_Q%gje_r_z_ds_?}g_};_e_been___framk_ed i5.30%. (2005 30%). -
'.z_pzvéd_epd_ proposed will be franked af the rate of 30% (2005: 30%), v



.:;'-"Ne:}te 7 Eam rzgs ?@r Share

'.uarrﬁmgs per share compu[abm&
'--.Bas;ic: RTINS per share -
u[ed 2aENINgS per share -

| Met profit gttritiutable o ardinary sharebolders for bsic earnings per share -
'-.Nei profit attribuiable to ordinary shareholders for diluted earnings.pes share

Mursber -

_ --..._Wezgmed average ﬂ{zmber m‘ delparysm?eafw busmearmngs per share. . R 538,890,140 3-__"'-:'_'--'.'.’524_,_538{1(}3
'-...._—Si'zdreop‘tlor;s; e L T T SR TR -t I AT, SIS RS- ) I
T ULBR0,251,850 526,520,024

-There have Been no oiﬁer %rarasac:zlans mvolvmg orgdingry 3 hares of pcieni;d a?dmary Shd’ s singe the rﬂpar%mg elate and bﬂic:ne U;e cmmp fetion ... -
of 'thﬂf;e financial staterments. : .

"'_'__'f_'Nme 8. Cagh aﬁd
“Cash Equivalents -

~ Lash a1 bank and pa hand {eycludmg C £
-~ Cash 2t bank aﬂd o1 bangt {Cii’}
Depasm at {:ai :

N@te % F%ei:e vabi
“Secured loans - L
~Trade debtors -
~Biil of exd*ange ' :
".'Amounf {ewvefaiziﬂ ffon marwi}{?d m,»ts
- Dividends recemblfﬁ
- ingerest receivable T
- Qther debitors . _ﬁ
- Recaivabies (CIF) .
T refunds fecewab e
Amoum rec:ezvable {mrz commlled em:nc«; B

A Thig ingludes $183.6 million related 1o the second instalment on the CIF security dug from minorities.




?5:35'-:_:_N0te “E@ E: inancia E Aggetg
~Fair Valued "E“'hmi,.zgh
- Income Statement am
- Available-for-Sale Asge‘ts
. [} Financial asset fazr vatued thirguegh

o income statement 2005 Investment assats}
s Debt securities held _fc;r tradmg S

- Fixed inferest notes
- Floating rate notes )
[ Preference shares.
"--._Q_‘t!;_ez.__ '

Equzty securities held for tradmg
Shares in figted corporations
cL it trusts and managed funds

(0 Shares in listed corporations %;eld in fela{zm
o to endowment warfant:; . ;

..'.Oﬂi[“f. e e

o Securities elected to be fale vaiued through
:;;."- income statement o E
s _invealmem in five, Oceans Wor rj %und '

fff."--.‘fg‘c_a_i__ SNSRI

= (i) Avaitable-for-sale éssgzs . .. AR

() infrastructurs Investmends.

o (i) Other financial assets (at fair value). . Tl



" Note1 1. Ewegtmem Pmperﬁ
Cindirect property investment at fair va\ue '
'-_'Lamd and. bu ldmgs at fcuf value S

o .Recc}nuiid’mn - md;rect prc}perty mves&ment

. Qpening batange . e

~- Reclassify prior year indisect pf@pezty (mm eqa,@y t;ecurmﬂs
Acosition - e S
" Gale of gmpe;tl
IVK gc.lf}

et {evaluaum

CClosing baEam:e

' '.""'-___'Recmuiiaiam iand and bu:idmgs

“Opening bajance
L ACgulsition -

" Sale of properties

- Lapital exgenditure
. Neteevalugtion, 0T
- Closing batance 7 - T

" Total closing batance 0L T

(137 6

BT

L B85
Cvessan
18007




E Smtemems (con’tmued)

Notes to ’ihe F mrzc

Carrymg_.l._ Data of - 33--- '_Carryin'g
cwglue - ST latest Clvakue
200G o atuer matmﬁ ...... L

_ Tetai tost -
Ac wsman - inschading j__
B o medditiong .

S ‘Acquisition .
Cmmﬁdataﬁ enmy R

55;;::Nm§ ”E‘E Eﬁvestm@m

-:r-.jipmmrt es {continued)

- Australian Properties -
< -Cinerna/Retall © LT
C - Cerdury City Walk, VIC 0 7 4000
o innaloo Cinema C_eﬂgre,WA S 7-Dec-0t
L dam Bactory, VIC A0
Fivoli, VIC - 50D - SRR ST ¢ I
- George Steeet Cmemas, NQW '4~3u§~_€}_{)._
e Sub se““{r:n Cznama/Reiall Tmal
Retall. R .
';;'.."(Zwapel SZfeei L
T A Rights, VIC - SOLD.
L Kings Langley, NSW .
o Sub-sector Retail T.fpta.l.__

03

749

2T
BRS¢

3005
L B0-un-06 -

1 Sodal Infrastructure
- Comiy Coart, VIC

304000, 30-0un-06

C industrial H;:fech e
e CSIRG, NSW -
o Giobe, Port Melmume, VEC-
(1 Goodman Fieldes, L _ -
“ North Ryde, NSW e T 23 Feb01
. Heidelberg, Waterloo, NSW 0 T-Jan-00
U Kraft, Port Melbourne, VIC - 28un02 T
- Rexel North Ryde, _NSW__ e 18-Dec®d L

- 2Tunot
.'33 Z\Iov GZ -

e o
Calliers | 30-Jun06

UCBRE - 30-un-06
CUCBRE L 30-0un06 <
“Colliers - 30-hun-06 -
e CBRE - o 30-3un-06 .

-Sub seqtor anu friad
S MinTech Total .
o dnddustrial {Dsﬁinbuiiom Cem:re S
ol Drive, Atona Morth, VG DL BT-len0t
AR, Richlands, GLO v U 29-Dec-99 )
L Augo Group, Erdield, NSW 1 7-Febe99
[ Spotlight, Lavertor: North, VIC © 7 11-May-00 -

L Tetra Pak, Fairfield, NSW - - “15-May-02 -

Colliers . 30-hun-06 L
Colliers - ™ 30-un-08 =
- CCBRE . 30-un06
Calliers - 30-un-06

15 L

1 sub-sector industrial _
C- Distripution Centre Total -



Canssizdated entzty

Acquisition.

" Yotal cost - -"Carrymg -
Coedngluding - - T value -
©additions .

Note 11. gtm

Pr er‘t QS (contmued)

" Ottice

ARS Bm]dmc;, A{:T L AelanG
L DIMIA, Brasicinig, ACT = - teDec0] -
~ Disgovery House, AC T ' L 2B-Aprag
. Elders House, $A& = 0 2 un-02

" Exequtive Bm]dmgr S

CHobart, TAS < B0Mar0
- Makerston, QD" - L VADec0

417 StERda Re,

- Melbourng, VIC v e 270002 L

~Taylors legtifute, © -
. Wdaterion, NSW -l

© e Fosur, Cisoo, NSW .

- The Foruen, UUNet, NSW

Sub-sectar. C}z’{_%r;e ._"_quza_i _ e

Cland o

. '-_Dur;f fHol dzngs sz Lici

" Hotet - T

Rendﬂzuaus Hf;‘feb

."--Tc;tat Austraisa

| United States — O{hc,e

- FPD Savills

- FPD Savilly
' '_?PD Savilis

: Crﬁhers

L B0-duneD6
e UB0-dune0B
3006
S0-hur-06
.__C{).hers L 30-bune06 -
e 30-un-05

" 30-dun-06

S 30-dun-06 -

“Colliers .
Qa.hars e

lwesco, Derver, USA = SOLD. :-31~D_e_c_~{)_2__ g3

" Grand Total Direct Property - L
- CPEBragside, VIC (V) - SOLD - 29-Dec-98 -
" CPWetheril Fark, NSW (V) .. 2908699 . "
" Propety Thust invesimenis | cUNGAL T

. Grand Total Indirect. Property

" Grand Total Pmperi‘y

- The recuction ie Larrying vl § i due 4o pantial sale of land i April 2006 and Jung 2006 following sub-division. ™ "

B0 dur06
B0-hue06

- Ditectors . 30-un-06

o B0bune06
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5 .:_Ni}t@ ‘32 Pﬁam md mu pmmt
and ﬁfragtmc:mre Assets

[ Plant and equipment - at cost L
- riessr sroumulated _@epf_?:zaflon_ _- o

“Fixed assets ursler finance lease — at gost
Less: acourauiated éepfecéation SRR

L LCH infrastructure assets and giani ang eqmpmﬂm at cost ':_ 28 -
- hesst acournulated depmczduom e B2 T
L Totel infrastructure assets L CURARA e

U Total plant and eqmpment -3 B S T

Z'Rewncshatmns_ o

- infragtrictise .
Crand plant and -

Fixed assets
:umferfmance S

— Plant
ETARRAEE AR o o and

006 ' S $ra $m

[ Consolidated e T
U Opening balance {met of accumuia%eé
s depreciation) Uy 200% o
s Acuisition of SUDSidzdrleS
s CAdditions T _—
e Digposals T .
T Depreciation expense
- £>c(: wnge qajrlsf(osses) arising on the

'_3041ff"

RELN AN

Coamsal

- - e
- infragtrecture
sand plant and

' 'Piam L Fixed assets
“and . under finance

S $ma S

Cmsahdated R
T Ogpening balanc:e {met of ac:i:umuiazeé
o deprecistion U uly 2604 .

o Acyuisition of subsi dzdne's '
o Additions -
- Disposals - T
2 Depreciation expense . ;

Clnsing balance {net of accumufafed
deprauahon) ;Q June 200“3




'_'-_';_me’te “53 Gmdwaﬁi .sia_i?%_f;‘ii

_Other ﬂwﬁg ible Assets -

- Goodwill R LT S
L Lost {exeluding Cif} T e ~ B32B e e 84220
L Cost (CIF) RN : R

" Less: acoumulaied: |m}{}a|r ﬂem e T S C{ZB0.0). ) .. ZEQ -

“Total goodv\u NPT R ORI - % RE L5622

3 3_"O‘ther mtarzgabie assets .
. Meade mack ~ at cost R
'--i.es& ac:{:uf“nuia%ed ammzsaizm o '

._'_'-.:_Saf'éware —atcost o
'-.__Lesss_:_._ac:ggmu_?_a%ed amorfisetion - B

-_"._'Openzng ba ance (net of m:umulaied ammilsanon arld rmpa;rmem}__
- --._'Acqumzlma through baames& mmbzndtlona -
L Additions TR
o Geodwill attdbiged 1o $r.l|£' mf acqwed Z;uames;f;es R
“ricrease or decrease in c}m}dm I %famtaiior‘ {0 o c:»s;mc; rate
Amorfisation expense - N :
- Re-appraisal of i value of net assety ac:c:;uzre‘d .
" Reswatement of goodwil on interrial res_j%r_t_z_;r_u_r_e_ T
L efersed aoguision costs o
- Closing balance (net of accumuiated amcmsa‘tuom T R e
"-aﬂdimpairmeni) P R 15 % S ':5f22 132

L accordance with mbs 129, wny ga{}dwril arising on trm, acguisition {n‘ @ !{}rc,lgrl {}pcmtzon md any falr \ulue &d}USLm"’ﬂi% 10 The Carying amoungs 01 BSRELE 3 Mi
“ligkdlities arising on the acquisition of thas foreign operation shall be trealed as sssels and Eabilies of $e formign operation. Thus they shigll be expressed i the -
“fangtional currendcy of the forson operation and shall he rensiatad m‘io e preseniation curfmcy {}1 Couicgr ay The C|0$If§§ ri ith & resuhant Mmowement
i in goodmlreﬂﬂct{,d in, a fof’é,lgn furszyzmnslatuon I“Gferm T . . [




f3f-N®teS m the Fmarzc

al §mtemems (continued) -

;;N@te m mm rmemt T@gt s’%g @f Gmdw R S
: ---aoodwd dcqu;rﬂd Uzrough éiz&ness c:{}mimaizms has ,)eezl allocai:ed 0 zhe fcalfa}wng cashi- c;eflerdzzng uwzs for impdirmenr 1e>'fmg 5 'followa
e Morigage Marzczgemem R S e K e

133-:'_“e Finangiat Planning .- _- o
o Funds Mar}dgemen‘f* RS
D Asset Managemem (excluding Cl{“}

"""-9-Clﬁ ..... s e _. T S
The zecovesab%e ElICeINE m‘f goodwdl 'ior eac:h C&si%generafmg umt hag been defprmmed ba&ed 081 & valu\o ir uge c,alcaiamn T
“To caleulate this, cash flow projections are baaed o [manceai mudge{a dgpmved by S marﬁagemem {:c}vermg a0, ppzoprzaie izazmn
“for-gach cashrgenerating ynit. ..
“The distourt rates applied (o sash, 'flow pm;ﬂ-c,tlcmﬁ are 561 au{ belaw and arﬂ Me sarr‘e a5 U img tezm a%.rﬂrage gmwih rate, {or Ihﬂ_ _ﬂ_dus‘é_ry
rswim:v H=e um'i 0;3“?61&‘& : IR . . . ST L S

. ' T 2(}66 ' ZOG% g
o -..Cashmgeneraﬁng unig {}rswunt zfate % DI:;COU?’IZ raie %

horizon

o Mosigage Manageraent :

-+ Financiad Planning -~ 4 -_?‘1 L =2

CLFunds Management el A1 -1 w5
SAsser Managemant . e T e T T s

o Prhe 10 year peniod has been ssed because this busw 035 has & proven history of mongace marks! grom’h which aliows easier cﬁezorrmnazzon of {mgef e cash -
'ﬂow ASSUMIPONS. Ivzﬂ,ne! z?e bvswo 5" Bngncil Ludgets ~md %orecusts arg indelied ‘fzom 30 v mmcaw

The recovergbie amount of the CIF cashr-genarating unit Bias been determined based on a value inLuge ca%ﬁzlgimn "

. '_'_"Ta caloulate this, cash How projections sre based on finandal budgets approved z}y seniy management covering a 30 year penod ABD Yedr o
s "'ger;od has been used c;wen the Iong 1erm z,)1\9(:1;(:2cmle cash Iaw c]"aracfprlshcs of Lhe agset and the m“aic’hmg of the é%r’ae germcb agazna{ ‘the

A dwmum rage hdS been d;);jlled o] cash Iaw pzmeeuons wubsichs ‘wag heeﬂ prcmcfed a5 a r"ﬂd pomf wﬂhm & range compleiﬂd by I
independent external valuer. The {actora cons’,idﬂred 1 caic:ula{mrg b 2. discoury rat@ e ‘fhe m%c fze@ rate, markei eqwty ’Iixk. pre\m e
Cargd comipany specific ad;mimerns_ S e . ! S . - B

. Carrying amount of goodwill

- Bortgage . Finandial - “Funds T hsset R ' ST T
..................... | _Maﬁagemem P{aming Managament Maﬁagament CIF.'-- Tatai et ..."m;ai e
""""""""""" 2005 2@05 2005 ZC}{JS 26% ZO{JS ZB% 2005 2@96 2005 2&96 2005 20{}5 2008 -

. “Parent -

L Carnying emo_u%‘.l%‘..ﬁ".'.j"""_' e o - T
o goodwdl T "2698 2668, 1263 "'126%" 790 aae 875 875 103{33 _'-..___—'1583? 5622 w

~The following des‘c] ibes eaLh ?ey a:;sumptlom uaed an wiud* I aﬁaqemﬂm %}czs; mabed ats ;:“;,S?“ f?aw ;}rajecimna b (& under‘tage iy pa innent 29&11?1@ -

_-_Budc;eied OF05S NATGINS — H;e Dasis used 0 deie;mme the value assm;ne{! o 1h9 %{ﬁgezﬁd grogs marc;mfs i ihﬂ BYSrage gross ﬂa;gms
L achieved in the year end |mmed|aiely be%’ Uzl: JLdge‘%ﬁcﬁ year ad;uaie{% fear, ex;)ea:[ed [z}pad of s npai tive: pz S5LIME A margirlq and aﬂy .
- expected efficiency improveraenis. e S
s Bond rates — the yield on a gav&m”ﬂeﬁt bond rate at U=e Beginming 0[ me badgeted year is uiliv;ed and ‘the vahe asmgzled 0 éhe ?ey aSSizmpmn
s consistent with external information sources. Values assigned to key assumptions refect past experiances, except for efficiency i

o Growth rates — the growth rates used are consistent with fong-terr trends in the Industey segments it whichLwe operate.

IOVEEnts. - -




. Note 15. Other Asséeféts}j:
- "-.':Deferfed porﬂolm and ur gma%mrw COE&’ZS e
'---_.C“ther L Lo

Note 16. Payables
Trade ereditors arid accruals, T

. Unsettled frades payab :
Miarrang tizbility® -
- funded ﬂypbns;e».__ L
~Cher creditorg - HER
._Amoun'rs payable 1{3 commlled emfhﬂs' _

S Dees niyl reprasent an in substance Habifity {}1 e Corrspmy rdar note 34(0) for additir ai information. .- T

“HRunded expenses represent loan origination fees nitially funded h; resideritiat lending %1 wsls frang _1(,{2 by The Corrapdrly Thﬂ I {Jhl|§"2(3§ BEE TIO |r|m’|::s€ i’:earmg
. and are repayalie Dy 'Qr}'lpa_z’zy_ zo_};hﬁ_ _Trz_;_ D RIS 35,4 hie

B m{, af the loans. - - :

j__-_-_....N@t@ ‘W F inancia E ab g t
Fair Valued ”E‘hmugh ke
':Emmme Statem@m




| Nmt@s to the Financial §tatemems (continued) -

Sive

$m

......................................................................... i Sn‘%

sm

i ;;-E\E@te ‘?8 Emterest
~Bearing. L ab Et es
Co o Bank loans T e
Do G Bridge Deft

co I Sendos Bank Debi
<G Junior Bank Debt?

S iess Capitafised Ling Fees®
S Conporate '

S Contolled pfuperiy mms
[ Total bank loans -

L Nonebank Joans Lo
- Loan Notes 0 nexus rmmr ry shazehe_ders?- :
S dnexus preference shares’. -

- forporate

1800, o
e 1800 -
CE007 T revey el

S Total non: barak ioans -

o Lease lisbilities

U889

Total interest bearing Eiabiiftses

- Hedales 1o i|'|t(:f(f>‘i boaring iiabili‘tiei& {}1: 'the C(_Jnso_iidateci_g'.'.t|_al§c¢'nges_'_ _Ir'['ras%mcture_ {"und ({'.ZiIC) Whi(h have been fncofpommd 0 the Qr{)ups bdlance Ch{:u

._::":..Brzdge{)ebt L . e
oL Bridge Debt Paczlma arr*oummg jis] $320 819,206 wm:h are secw@d by a c;uammm rﬂla{;{)mth Wih Cha% enger Listed Imes{mﬂmis Liml‘zed
485 Reggmsmie Erm'{y for CHF 1 and CI? 2 Any oufstaﬂdmg Ilabmry can e eﬂ‘?mced agamt {ﬁe Cuarcmioror‘ly Tor M extent. o which it an

~ Al amawis NN zmdew ‘the S.ozm] Facdmea; mmi be {epmd on 28 Augusf 2(}06 ([er’mmdzlm D"kiﬂ} 'from !he Qrarpeds 'fr{}m ‘fhﬂ Chd Ienger
- inwestraent Fund Second, insiaimem S . . : S .

:I.S&mor and Sunior Bank Debyt - R L S N
The Senior Bank Debt Faciity amam*img 20 £<14G (300,000 and ihe Jupior Banr Dem Paa:zllty arr‘oummg {s] £35 00G,000 ae ecufed oy fived
. rm{! floalmg marges c;ramed by Challengez Cmr‘ec:zzam C{)mpamy len@d C 1alienge{ Q:nme*c:{;ms Mld Comgany Lmzlred znexua (Jraug

- The corporate bank fdczldy amfaummg iy 55350 OGO (300 s ¢ec,uzﬂd by {ixed cm{ﬁ 'floaimc; charges gramied by Challenger Croup Hoidmgs
- bmited and Challenger tife Holdings Pty Limited; a fixed charge over the rights of Challenger Managed Investments Lirited and Chall em;e?
~Lommercial Lending Limited in the Howard Mortgaoge Tust; and an Equitaile Mortgage of Shares from Challenger Group Holdings Limited

' ~pver il its shares in Cha% enger Comrmesial Lendmg lezted [1" addlzlm There are Goss, gaardm@es |r= place beiweer; certazn Gzoup {:ompdmﬂs;._

Zf:-__".ContrcEEedpmperiytrusts-"" . L B
- Bank fwang and non-bank %o:ms in zhﬂ (:m%zo] e*d property izusszs are t;cﬂfured solely by {zrat morzgages quer proper‘tle>

1 Non-bank loans (Corporate). ' LT T R
s Warking capital was raised via 2 Met interasi Marc;m Bmd secwrz;samﬂ imuqh {%;e Nid bgster Trasi Series F004-AZ, 2004~ AE and Z006- A%

- The faciity Is limited ins H recourse 1o the manager 1 the extent of $1 and holds security aver the residual incomes of ail Austrafian securitised .
trusts. The NIM represents a Ior‘cgmie;m financing a 1emat|ve Ii is anﬂmpared to‘fa ouzszcmdmg pmmg}al w#l be {de;d wwhm 'fouf y%r% 'fr{;m .
“hune 2008, 1me~fﬂsz is fixed and i3 pdya{}ie monmly - o

'.."'LE&SQE[al’J[iE'tiQs T . e e . .
--.iﬁdb{-“ fiabilities arg eﬂﬂchvey ‘:E‘Curﬂd ES %he nghtg Lo U"ze edsed as;se[ revefi 20 zhe Iﬂssor 71, mﬂ euen‘f* a'f dezcmit




:Nme ’E g Eﬁmv mg
- Restructuring provision - S
T Surplus lease provision® C -
U Relocation provisiont -
..".:"_Deferfed acguisition mnsideraiig],
" Employee enisiiememia {note 30)
- Gither ;}mwmonss '

UEARL
‘Relocation
L provision. -

L ' - Restructuring . - Surplus lease . -
Cﬁnsnizdated Coon atguisition | provision . .
L R P

- Openzng bakance at 1 Jaiy ZOG%

- pdising during the year -
" Provision discount odjus;zmem
- Amounts wtlised - o
-+ Restaternent i provision . L.

“Clasing balance at 30 June 2006

U Deferred
L = U eequisition .
N :..{:anwizdated consideration

.. Opening balance at 1 July 2005~

- Agiging dusing the year.
- Provision discourt odjuﬁmerﬁ
. Arnounts tilised - B
. Restatement in provision - L

"__'_'Ciosmg baiaﬁce at. 3(} }une 2006 LT Ty e

. The movergnt in the sur J|JS fcus&z rovision, urld the relocation, m\alszorw znale@f iH 2.4 ml‘iun re faled 10 e rcloceluon . the Milton building in 5, Jrdl 1Y
el P

“Restructuriag provision includes provisions for corporate entity restriluring and empioyes termination be{“‘@fifs Empioye\e enuzlemeﬂzs - '
exclude termination beneh‘rs The, resiruc:{amg s expecied to be compieLed within the next three years. ... " .

"_"Surplu iease provision represents the Groun's net rental expense obligation.on. floor% within the Aurora. Place buz dmg i Syd&ey “Ihe Gr{)apg s
-, ~ipase obligation on 1?1ese ﬂoors expires in 2015, - e e R S Lo

“Brovision for deferred at:qumhm L0 ;szderaﬂor& i fespec:z of the acqmmmn o{ iriteratar Sefurlrle; Hmlqus Pty Limlied azld its cmimlled
- entities (leterstar'y which was acyuired as part of z‘he acquwhm* aof Zec% Cdpnal Markeﬁ ALachH_?;l_ _S_{_r_uc:zu;ed ?manc,e P‘ty i_lrmfed and HE
- controfied entities on 29 Sep‘tembez 2003, R i . ) :

“The consideration pdydsie in respect of this acqwsuzc}ﬂ ib mvizngemt uchm me 'future per{armame‘ of Emters‘tar

-The contingent consigeration payable in.respect of this acgusition is QquJrJDd 5. Tollows _' T

_* & one-off performance payment calculated by seference 1o the prmflzablmy of the busmes& and oan pg_)r_t{_o_]ép as at 30 June 2006, _apf_ﬁ__"j--__

- @ garnings based payments 1o be made Srough 1.3 Decermber 2011,

- This consideration is revised ansusally by reference 1o the above neied variables.. LT e



ffiNmeg t0 the Financial Statements ({:on‘tmued)

*--:mm 20. B_ fe gags mss

":".(r} Life ccmtract habr ities
 kife investrapnt contract Habifities — at 'falr vaie’ e 19973
Cdife invesirnent contract Habifities — limited recourse securﬂd nciea e BRG

. Total investment contract liabilities - ) _'_'__2_{)47.3 T
e nsurance ccamraci‘ |ab;||2|es a% MOS \.fal_ze - R & IN: R L 22THE
"-.Tc}‘_c__a_i ' : : e 2, 138 & O zene -

ERE dCCOidd%’ o6 \mLh AﬂSB 1038 Life Insurance Lof’:mrti ;Johcy fiahilities are recguired 16 De classified as Life insurance contracs or Lifg invesiment cordyacis.

. Accordingly, on irmpiermentation of AIFES, cermin policy fiabilities have been reclassifind from Life insurance comracts to Lie investment contracts, The Company

s glected w0 adop the fransitional exemotion allowed Dy A58 17 Fist-time Adoption of Australizn Eguivalents 1o International Financial Reporting Siandards ™
‘andt has not applied AASE 13910 g comparstive information. AIFRS does nol pernmil the dlsdodum {:)I (:omparaum |"2f0"ﬂ’?a€lf}r1 iR smc% ol this Tlern, JFCDF{JIH( L

- #0 COMparative inforination for tife mveb[mfzn? con?racls ha< hm’z prov {}ﬁd ) e

.-:_::_L[miiedrécoursesecuredhcteﬁ‘ L e e . e e . o . .. . - .
o Umited recourse secured notes are iawed by C”hal Brer Capjta Markets le;red a wholly m\med sub31d aw of Cha Ienger Life. N{n 2
o Challenger Capital Markets Himited I & bankiuplcy remote special purpose vehicle (5BY). - e

- The notes isued by the SPV are secured By and restricted in thair recourse o a Life mves!mem vontract anzlmzy mued ?.)y Stafuwry Pwd i\Ja 2

Cof CLZ. The Life investment contract afmwiy issized by CL2 o the SPV meels the definition of & Life Palicy far-the purpioses of- mc Life Act rmd
) LQ% Hiability oder the policy ranks equally withs other policy owners of the SZafutary F{md ?\Io 2. : :

sl (rz} L;fe insurance conteact Izabﬁmes EEREE -
s ) Analysis of tife msurance (:mrtrar;i premtum and

o redated revenus '
~Total fife insurance contract premiuns reeel verj and zecewab%e
Clnweards reinsurance premiums e
Uiife nsurance cortract premium reverue -
."Less compunent recognised a5 2 mi*aﬂge iy r{e
Cinstrance contract Habilities e
. Total §zfe frisurance congract pzemlum and red afed {evc'rme R

018

(b Anaiyszs of life insurance canirac’t ciazms PR
wand related expenises T

- Jotal e insurance contract c}ams pa il .—md payable
o ."--meard5 femsurar;cc- {:id;mg .

Life insurance contract claims expense -

Clesst component recognised as 2 dhange in
~ife insurance contract labifities e
’ mal izfe mSi}rdﬂCE ccmifacz c}a mS and re dfed emems&eat =~

'_':_'(637 6.




"-_'-;N@te 2@ E.. fe Sug %’%@SS} (commued)
{c) Analysis of fife insurance contract Qperatmg expenses
. Life insusance mntrd{:t acqumszm exyenses : Lo

_'m’e AR = T wn[rdm mamendﬂce exper&se:; o
— Commizsion . -

- fd) Life insurance contract Habilities
[ hife insurance con‘cra::t E;abihtres -

- Best estimate Hability - . SRR AT . o
= Value of future life ingurance contrdci_benef s L 816 n2057.8 ;
" Value of futuse SUPENEES - - L85 1382

= Yalue of future pfﬂmnmw - L Ve ' :

. Total best estimate habmty
U Malee of future profits -
’Sharehoiders pr{}flz mmgma -

'-{,e} Rewncdzataon of changes in izfe

_surance contract Habilities 77 s

“Tistal fife insurance coni{ac{ §|ab§l|2|es at zwe bﬂ{gmmng

“of the period - .

~Change in life insurance wnrrcu::t Ijammzes recogmaed

i the income staternent
" Premiums recogmsed 5 ar increase in ﬁe IFISEATICR -
caniract liabifities - - e
- Claims recognised a3 ¢ deueaJe if1 Ier instrance contzact lisbi Ime:; R

-..._T«:}‘f:al life insurance contract fiabilities at e end of the perzod

{H Asaummiom amd meihodatcgy apphed in 'zhe vaiuatmn T e T
of life insurarice contract labilities U o ST e e e ’

" Life ingurance contract labifites, and hence the ﬁei prf:.'frt 'fram {c- irsurance confracts have been calculafed using the Margm wn Sprwceg {MOS)

-.method in dccordance with the requirements of Actuarial Standard 1.03: Veluation of Policy Lisbilities under section 114 of the Life Insurance Af“t
1895, The Actuerial Standard requires the fife insurance confracts to be calculated ina ranyer ma“ aifawa fcar ‘the systemahc releaae caf gianrze‘c%
-_marqms_pﬂ semc:ﬂs o Servzces are p?ovzdﬂd 1o peimymlders and premzums; are {ec,ewed e e e e e e e e e e




}N@"teg m_the Fi ﬁam E %mtemems (continued)

ff-Nt}te 2@ E_ fe %ug iness (continued) -

i '....-“]“?“sg methods and profit carrers used 4o caleolate Be insgrances contract. l|abllmf=<; 'f{:r pdf{jcular pmhcy Iy;}e:; Are a3 'fa Iows e _

L Business type Wethod Profit camer{s}
::.:..:__mdg\,iéua —— — —_—
S ANty

. Projection - Arm_uéty pa_ymffﬁ?? S

L Key assumiptions med m e calrulaflon af i

i urance_liabili‘ties.are: '

1.inueﬁmenteammgsﬁdiscomtrate-"--' e B S LT e e
-Diseount rates are de‘f*efmuﬂd i}ased o he czmem ob;ervafsie, objecnve zdtes %wi {{:Iafe jle] U=e nature 5’zrazcrure and ‘%erm of H=e 'f,:iure
ligbility cash flows. | o PR T . T - § h
BN Mamtenanceexpen&e& ’ I R P T G
coo o The assurption i based on degeied maintenance expemes for ‘Lhe year ersdzng 39 Jurﬁﬂ 2007, Fhese SxIenses arg. converied o & per pahcy_ .

it C0st Qr ped emage of dccomi balance, depenqu or: $heir ﬂaii,re, based on an expeme arﬁaiyv,zss for the 'funds

i inflation -

~The assurnption i3 bmed on ior‘c; BT expec{amna of m%%mn cmd ;5 fewewe{i amually 2’01 ciﬂarﬁges n ihﬂ market enwmnmﬂm The cmenr L
-assurrption is 2.42% ger annum (ZGQS 2. 5% pe; “mnum) . ) : . L . :

N, Shareholder tax L o e B
. -__:_'frse vorporate tax rate of 20% ‘1&> heen . _j5ed T 2T ’1&\!‘3 beﬂrz ne {:harzgez; m ihe %;}ase:; durmg %we Jrear {01 ‘the przﬁ}f year} WTECT‘ wsaid .
mdrerlally affecs the valuation ;DSuIlS B o . ) . LT e .

-~ The ;J%sizmptamz is. baﬁed on ;}asz experienge ;rwesaganm Tﬂe curfen‘f“ a%um;ﬁzon {arlqe i 0. 1%’% ‘20 't G% {ZOQS 0 ?5% tf) 1 5%)
wi. Surrender values - SRR T P P : .

- Current gnd furum vai 188 have beom calcu dfed usmg he sur;arxder bases, zmder 'fhe prﬂduct;

il Mortality - annuity produees T B ' o

- - The mortality assumption is based on IMIF90 (maz{a%zty 1ab 5 devp Qped by %:J'ze lmszlime o{ AClL&ﬂE,: cmd the fac:ulty of Ac:fuafles mas;ed o
- " Wnited Kingdom annuitang lives experience from 1990 to, 2932) and- ad;usied far furure I rjriailiy mprmrerz ients,

:::'-._-vm impact of changss in assumptions - - T T e L
- Under MoS, for fife ingurance contracts valuations usmz; the pmjecuom meﬂa{}d dsarlges in acmar;a% assurr‘p‘nms are genera Iy fecoqmsed by
- adjusting the value of future profit marging in e insurance contract Babilities. Future profit marging are released over {utusz perinds..

. - Changes in actuardal assumptions do not include market refated Lhar‘gﬁs ins dhiscount rates such as changes in benchmark market yleld> -::dased
C-eoby changes in Investment ma:keiu and eronomic condilions. These are reflected in both fife Insurance mﬂzracz I|ab|I|L|ea cmd fszel values ciéi ‘the_ .
- hzlance sheet. date. L - S o e e . B

o .:'-'There was & Nl |mpat;z o fa%ufe p*ofi marging 0‘5 c,};amges in aczuaﬂal assam;}i;m ‘rom 30 Ja}ne 2{30“3 o 30 Juﬁe 2006 n rﬂspﬂci Qf %zfo '
insurance contracs fexd admg new. buginess contracts which are measured Lisifig dagmn;ﬁzom at balance ﬂﬂer daze) - N

'-'..:"(q) nsurance risk sensitivity ana[yszsm tife insurance confracts ) R - T e
For e insurance contracts which are accounted for under MoS, armounts f::f Ilabnshefs, inCome or exgperise rewgmed in %:%*e perc}d are whkpiy '_ e
10 be semzhve to c%ange; in vaflab £5 even | Hhose c,ham;e«; rmay. have n |mpac1 e z’a%um pf’o{zi marc;mﬁ



"'_-'_-'-'E\E@'t@ 2@ E_ fe %&S ?’%@gﬁ (Comtmued)

'ilzzes wrreﬂz shafeh{} dc-r gmr;od proﬂi a{r,ef Incone éax and equ, zo

- the table below fepmis thie sensitivity of life murance.com]_am B
-_'-_'c:t anges iy assumpptions relating o insurance sk,

......................................... chaﬁges gn ghar&hgider ]
.................................. profit afted income

tax, aﬁd eqm‘iy

I\Eet of et {}f S

Vanai:z.ie ................................................................................................ - L ﬁmsa af _ S
SRRSO ??‘.ﬂ.ﬁ???’.&ﬂw ...... '.'.!‘ﬁ.ﬁ.ﬁﬁurﬁﬂw L relmsurance | o reinsurance

S S S $m -

“AnnuHant . o 50% increase it the rate of

coomortality e mortality improvement - e

- Discordinuance rates - -10% idcresse in dhscontinuande rales -
""'-..Mamzenan(:e expﬂ-me‘; 10% mcrease in mazmename exgenses

- The sole fife insurance ns%; of L2 annm%am ’mmality rates. CLZ mizga{ﬂs the ma;onz’y Qf any advpfse z’znaﬂczd rmpac,z arising from annyltant
o mm‘fahzy sates by {emssizrmg {Cedmg} theg rigk withy g t;peaalm re nsurance compaﬁy ) TR

.__"_"'_{m} {}ther irfe insurance amﬁ mvestmem wntrac%s érsc osure

'.{a} AnaEySis m‘ Hife insurance and mvastmeni ccmtraci proﬁt
- Components of ;}mf;r re]a?:ed 10 §sz mSerJQCE' and fweeimem 5
“eoniract liabifiies - )

.— Planned marging of revenues over expenseas released
- Profits fusses) arising from difference. i}ﬂiween st uai
LL.and assumed experience ) .

"mezt related 1o hfe mswance and mvefftmant
. contract Habilities - _
S Adribesable ton
- w—bife insyrance contracts -

“— lwestment contracts T

lvestment sarnings on assets i excess
ot life Insurance and mvea‘lment contract haiaitstzes

- {b) Restrictions on agsets - T e T : T

... lnvestmends held inthe CLZ Funds can only he used withiiry H'ze es‘fricé.mns |mpm5ed unde? ﬁ?\o Life Smurance AL‘;‘{ 1995 Tﬁe rgin restriciions &

. Care that the assets in a Fund can only be wsed 1o meet the Babifities and expenses of that Fund ‘tm d{,qu;fe |;“vc-stmem:; 2] 'fur"ihﬂr the busme»s
Cof the Fund on a8 d|>‘frzbu%|on§ whap I:a]vency cmd capzial adecxudc*yr qu;rerr‘ems dzfe met. . . A IR

ey Actuarial information : - ' ) R
Tebr A Bofinger FIAR, a3 the App()ifl%?(f At;‘tuaw of L2, s Eailsfzed LR (W) zhe at:fuzacy ()f U'zp daia used i the \faiuatlmns {}f pdicy |fdbl ities and
Cspmlvency resesves i the Financial Report and i the tabies in 1h|$ note, The pol;cy HEeHN |e3 amd solvepcy reserves have Deen. dete\fmmed at the
-"--._{epcuimq date In accordance with the Lfe Insurance Act 1995, . A e .

~lvestment assets of the tfe statidory funds comprising cash, Pqu;ty ;ec:t,rheg; deb‘l Sec:urmegg pmpez{y secuﬂ%zps, o{ﬁer mamlal aav,ezs and
rvestment property are held to back nvestraent contract habilities amounting to $2,047 3 million (Z005: nil) and life insurance contract

- Siabdfities amounting 1o $91.% million (20050 $2,271.9 mil |on) IﬁVEbtmaﬁi assels are, traded an rzﬂga,lar basis, 1akmg ﬂw account the
- movements in liabilities as welt as ncoming cash flovs., - IR . e . .

~For the majority of investment contract and e insurance {:01%1?3& |abzIJr|e>4 }ze?e i5 @ fzyed seiflemenz dlate. Based 01 CLZ a5sump‘tloms a% 20 e
fikely withdrawal patierns in the various Qroducr g{o_zps r |<; es‘ima{ed {121 gppmxzmafely 5136 2 Iim {ZGQS $192 4 mlh{)n) may be ae[{ied o
_wmm 12 mor&th of ‘the m;}m'fmg daie e -




Notes to the Financial Statements (continued)

ﬁiﬁN@te 2“% C@ﬁﬁ@i dat m @f %mc E Purp@ge Veh E

- The Mortgage Marscl:;emem business estabiishes and services Special Purpose Wehigles which 'fuﬂd pods fo resléemlal m“@r%gage s via Lhe -
Cissuance of residential mortgage backed securities in its normal course of business. While Mortgage Management does not provide funding to
Jthe Special Puspose Vehidies and.all mrr{:}wmgs are limited in fgeourse o thie assets of secu;r{ sedd ‘frusts, it s the resicual bﬂnemary {}f” the fumd_'__

Lioans vie.a nominal investment. . e - . - o Lo

" AIFRS requires the Groug 1o c:amolldaie ail secm{zsatzm Speaal Purpose Vehzc%es that were ngt p?ev oasly comsoljdaiﬂd uzlde? ACAAP
© U The consolidstion rales impact both existing and new secyritisation arrangements involving the Groug’s assets and thoze of its custormers. "

CThis resudts o gross up of assets and labifities, separately disclosed as they are not considered part of the Groug’s assets and liabilities from -
o romanagements perspeciive. Thers is also a gross up of revenue and expenses which s senarately discesed in the income slatersent, Thergis &7
o |mpacf oL dnda) equriy, o‘thef thar for amounts re{ ected in g gash flow &edge reserve expl med_‘&efeunden Wl'i[d'l hag also_ ‘z)c—er'l sepasately :
- edisclosed. - _ e )

S AASE 1EG: Fmamyai !ns?rumenfs Recoqnmon and M‘easarempnr fequ;r& al derwa&zve i %e rﬂc,c}gmse\d on ﬂ i bd|3ﬂ€.€ ;heei rmd ﬂ&‘&&iﬂed .
Cooa fair walue. Gaing and losses arising from changes in fair value will be regogrised in the income statemend, unless hedge d{,mummg is appiied. .
T -Where cash flow hedge accounting requirements are met, the carrying value of the hedged item is not adjusted, and the fair value changes on -
o -the related hedging instrument (1o the extent that the hedge is effective) are defarred in the cash flow hedge reserve. This amount will then e
- transferred to the income statement ag the time the hedgﬂd J‘{E'fT‘ affec,zs; i?’le mcome statement, %iedge me‘{ecflvene:;s is rﬂmgmsed ir: éﬁe B
C-incame siatement Imeaediaiely. . e . S . B, .

U The Special Purpose Vehides in- %éwe anrigage Mrmegement busmess 1edge exposyre fo interest rate aﬂd exc:ham;e rate ?lsk g deflvatlve
s ofinancial instruments. All derivatives in these Speﬂal Pufp{:}SP Vehu: ey are deswgna‘zed a5 cash 'flow by edgﬁa %hereby pfoiectmc; Uze neome
L statement §r0m ‘;lgnzﬁcan[ voia%zlwy B R o -

C - Assets - securitised

- Cash and cashs eqmva Bl

S Regeivabies -
COther assets

) _'j 16,2212
U16,937.1

Total assets T LT

L Liabilities - securitised . L
o Payables <o S

L Dervative Babiity e T
o interest Bearing izam ity LoNeBRE T
L Toral abilities 16,9371

- Ne’t isabahtie&

- Cash Flow d Eed:}e Re5erve %pﬂm | Pu:pa_&e Vehicles .
-'."'Tmazi equ;ty e e




" Cash flows from operating activities " -
~Receipts from customers (inclusive of GST) . E R | : .
. Bayments to suppliers and. employees (m;;;uwe 0? GST} R : R (ALY U . - {944 8} ':

.'Nei cashs inflowy from mpem%mg activities . e Z_ L T . e 2568 2247

gash ﬂow3 from Investing activities : o L T T T
L Mortgage nang — advanced and gumasecﬁ i . ..'.__(M G?S By e (11,2454
“Mortgage lnang repaid and sald e I e SULITRE. 91389 -
Net cash outflows from nveszmg actities.. L T RB02.2) e (2,105.5)

"'Cash ﬂows from fmancmg actmtzes _ . e T e L T T L
S [ Proveeds from borrowings L w ' o AE382.2 . e 147440
S Repayrnent of bortowings . e T 15,8839 L T {12,649.9) -

et cash inflow from fnanging activities. . e T paee s e 2,094

- Net increase in cash. and cash equivalents held .. e 4530 . 213

- Cash and cash eguivalents at the beginning of the pc-nmd _ B L T8 T 486

- Effects of exdwnge CalES 0N CaSR - L e e T _ e e e e

“Cash and cash equivalerits at the end a:»f the fmam:rai period____ Sl o

___'Racem;hatmn of reserves | '
5PV reserves ’ :
- Cash flow hedge _reseﬂ{e_ L

o Movements Tn reserves
- Cash flow hedge rese;ye L
. ipening hatance -
AIFRS fransition ddju freserifg = S )
Net f}de/’ﬂQSSES} 'from ct;aﬁges iny fair vali.e. R




: '-Nmeg to the Fi ﬁ&ﬁ(ﬁ. | %mtememg (contmued} '

shares

: ?Nmte 22 thf‘ but@d %qu y

(@) Shates on issue
- Ordinary shares R
- U shares hield in st asld _trea'zed.ass_%zeassi;r_y_ ghar_es_ e

578231048
- (48,340,000)
829801048 -

____"._'-592,303,540
| {59,360,000).
BI2,543,540

N () NMovement in shams o, rs&ua R
o Qredinary shares | L

Ogening balance -

L Pyrchase of Assoc&ated F_’é_
- Share consofidation’ - -
_Less ransaction Costs .

'2 439,035,735 .
203,146,130
{2 13740817 -

529,891,048 :_":__11235‘_1

wers Group Limited S

529,891,048 T T235

- Balance after share consolidation L
- -Sale and canceliation of forfeited shares mued
“urder share based payment plan .
L hssuanoe ynder dividendd red rwesfment p
- Less lransaction {:r:asis .

ke asing. balance B ;-.._’_'_532 943 540, s

- --._52__&441,@43

1450000 .

S :_LT!P
Opening balarce - -
- Share consofidation’ _
© . Shares issued and h?id an trust

- Redeem shares forfeited by leavera SRR
o Mested shares {fazlsferzﬂd ffn ardmafy shafes

" 224,400,000 -
179,520,000y
- 4,310,000 -

13,600,000 |
(1,850,000 -

e (1,790,000)
(790,000

_'59 360,000 -

% osmq balance -

) 48 34(}@(}0 . E288.Z"-
. Fective 25 l\%ovemher 20{_14 T sharg Cdpllaj of \me (_om;)an R corlsJIsz Tz Doy CO"VE:‘I”LIFI(_; gy T hulfenge shargs on Esue mLo ong Dhallenger sharg. ' )
. Where the consolidation of the Company's shase capiial it fed in & c?’mrc,h{}l(ﬁef hawug a zacuom] QmJﬁ{:mom‘ 10 a Um ngoa iura t?’ I Lorﬂpany rom{ﬁod up -

o ahy such fractionsl ensitlernent 10 the nexd whole numbes. -~ - - . T e T
0 C?zazé,é on issue exchude vested shiaes under the executive share based payrmients smeme {Ll IP} whuc,h have ngE y{t m:c,n 56 LTic:{j Thls i g rfz;;s'{,some(, oS ?olio.ms )

shares

; :'Qrdmary &hares Ll
Cissued -
s E{Z? veaied ba% mi Se‘ftfed.. '

_-'.'_544 767,540 - - -.'.534,269{048
{11,824 000 +(4,378,000) s
L 532 943 BAG .- ---_529 891 048

43,962,000
S aaB000
56360000 . 48340000

' m? vested byt not sett d_".




:_;_N@m 22 thr mteﬁ %qu ty (mmmueci)
" {e) Terms and mnd:imna af shams -

L . ...__Ord;ﬂdry shares .. . e
A holder of a %ima;e i emnzled is] ceradm {Igma! mc;%udlzlq ngm

o receive dividends as declared; | . : IR e - _
». 10 be provided with copies of '»nm,al repmrﬁs and otber m{mmaflon i, fegpect {af e Ccampany,. ST
1o receive notice of, and vote at, meetings of holders of shares, either in person or by prosy, S TP
.= after liguidation of the fomprmy, to receive the dl:,i’lbuflora {}‘f Uze ﬂei prec,eeds of Ccmpany a55e13 a:’c:ord ng %:o z“le ity o{ sha{es :
" registered at termination; and. e . L
< o transfer shares and on .death, {o_ pags the i1areu 1o & surviving 5|:amf hmider ar ﬁy will or atherwise 1o %i*e hoider 5 eeia%e* N
A hiodder of a share is entitled 1o one vote on 2 show of hardds and on a poll, each sharehlder will have one vote for-sach ful ded sham
- determined from the sale 0‘? such, shares on the, ASX on ‘Lhe 2radrng c%ay mme@e{ely be%*e Uh: day on which the po s faken. - -

.- Shares issued under LTIP 7
- _“H;e tereng and conditions of shares issted wnder 'thf* LTIP ae dhclmeé i noie :O m‘f Lhe 'fmanual eport.

2006

-.__:_'_Z_Nc::ste 23 RQS@W@S

" Non-CIF reserves ™

.- Bty ootion premium eserve -
-+ Share based payments premium z__e_ ,m_a__
- “Cash fiow fiedge reserve ™ K

_ '-.._._C!F peserves T T

T Available-for-sale securities f&v&H}EiiOP reserve -
Cfash fiow hedge reserve o el
'_I”mrmgrs curfur;cy Uam cmor; reseme

"'-_"FQT&T|__(E$[?‘_?VE$ e

- Mavements In reserves - AT

-, Eguity option prermum fRServE . - '

- Opaning batance - - T e
"1ssue mf opflomss 20 prewous opim hoiders af ihe Com;}any i

..Share based paymemg ,Ofe‘mwm reserve SRR
L Opening batange - . .
.__SI g bdssec% paynsemg 0» Uz.; yma, :

Cash flow hedt}-: reserve —.non~CIf '
S Gpening batance - e
" AFRS transition cidjuf;tmerm - s T .
o Det gaing/(logsest from changes ir: dair valpe -~ - R




:'-Nmeg to the Financi
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...................................................................................................................................................... parent

. '_Nﬁt@ 23 Regeweg (centsmed}

L Available-forsale mvrﬂmem” fevaiuaifm reserye - CIF '
“Opening balance - - :

:‘_Naz gam;f(iosse») frmm d*angea r.'lif vaiue L

: L _'Cash ﬂow hedge reserve - (” H’
- Opening balarice - ST
' _Nﬂz gams/{!mseg fror cr}arage's zlfa;z vai 18-

- mmf i sLrrency rmmfatmn reserye — {” f,f”
. Opening balance. : -
...?orejgrl ar remy %faflslamv adjusimema e

o Nature and purpose of reserves T Tl S .
- Equity option premium resenge B . L . I . .
“ims regerue re;;regen‘ta "{he \.faiua{fm assm;med 0 apﬂorxs %hai wiere | 5sued s} pfevzam r:};}%zon mlderg m{ Cpallemger §5|r}amtlal Sewzcea Gfoup

110" Share basedpa/menfgpremf{jm reserve T B ’ - o
LU Under AIFRS (AASE 2} an expense I recogrised over 1he vesting pprfod {}f ﬁﬂarb opflons c;rrmted 0 em;ﬁoyees s pdr‘f f)‘f %19 Lomg Terr

o dncentive Plan. This expense 15 based on the valuation of the options granted defermined at the grant date. Wpen ary ingtromeant is granied
< Uand an expense incurred, there is a corresponding increase in the share based pdymer&u reserve recognised as parare cor: pmﬂem Qf equy

- The totel of this reserve. 5 net of any gam or %0‘;5 tealised on the dzs;posal of forfeited shares, held within the smeme;

~Cash ﬁowhedg? reserve e : e
“The cash fiow hedge reserve comprises the eﬂectwe ;JQI'ZI{DH o{ the <ufnu%a'r|ve rzei chamge m iz"ie falr value* c:s‘f cas}z fﬁow hedgirlg mg‘framenb .
-related 1o hedged transactions Ihat have not yet oocusmed - S . - ..

3--'..:'Avaffabfe~for sale investment revaluation reserve T ' e o R T e e
This reserve inchudes the cumulative rzci marxge ir: e fair value m’ dvaJla{}ienfor«sale Investrments. umzl sthe mvebfment is derecogmsed or soid.

- Foreign currency fransfamn reserve e - ’ h ) cT - o
s This reserve comprises alf foreign exchange dﬁ"ferezlces arising 'fr{:}m 'fhe zrﬁmlai fon of 2hﬂ fin anczdi Statements {}‘f Torezgzl {)pﬂ;dzlons where mezr
functional Luwemy iy d|ﬂnrar“{ 1o ‘fha preﬁen%azlm c,ur;em:y 0‘5 ‘the Com“paﬂy . . B




H":-'-"_:'_:;-':.Nc}t@ 2@ R@"ta ﬁed
-Profi tsi(mgges) e

_""Open iy batange’
U Met grofis for the pe_n_m_d
"~ Dhvidends dﬂclared '

Llosing, %:wlanc:e

“The 5[} Jume 2005 ré,wmc*d fss i impacted by AIFRS, reler 1o note 3900 for further detais.

Cste)

Consolidated |

38 }une 2068

Mzmrrty S

triterast

.__-NC}"E@ 2% "E‘“@mi Mamr ty Emeregts
. Lhallenger mfra&tructure Fund {CiF) A '

- Share capital - S

. Share issue expenses

*foreign exchange gains and losses . S

" Distributions providad to security hoidere -

. Awailable for sale securities, revalyation reserve

- Cash How Hedge reserve 7 S

. L{)S‘: d“’ter iax {or the penod d%trzbz&d{}iﬂ 0 mmorzw mierest& N

CThe Grou;; aceuued a 53.89% iﬂZezeSz iry Challenger mﬁ astrudme Fund zhmug% e share allozmeﬂzs ori 19 Augmt 2005 509%) and ]
" 24 November 2005 (3 89%) The fhaflenqer hH raszr{zclura Fumﬁ e 1 Sﬂpiembe? 2(‘{3% c‘mqmrﬂd a m:ejorziy miﬂresi i exus Grodp

{%éo]dmg&) L‘fd "

S



f;N@tes to the Fi mmj il S’tat@mems (continued)

;-N@te 26 %@gmem ﬁf@fm&t
. Business 5egmarzts e -
he p]lrrary bmmess ang of me Croup have heen. m%enm’zed as f{} Imws;

) Mangage - Spedal E*m*pese:' _"......".'..::Fiﬂanciai :
- Managemem T CMehicles 5 - Planning .

e 2006 2005 2006 7005 2006 2005

""'-2732 2287 -:_"-._"_1,3.6?3 TS 3447 1209 R

_"...__'j'-._zfs.s..a_.[_ 436781715

1 Revenue from external customers ©
L intersegment revernie ) .
-1 Share of net profits of asocistes -

o Total segment revenue Ll

RN T R R
_'-._1_4_449 zzw:.:

Co- - Deprecistion and a[mft;saim

05 03
oL Other expenses,

"3'-(?31 1. (%15.3) T
-.:._'{13! 6 - ?1‘5 g o
LT3 sALT

c@y Ly e
_{202 (1714 (L367.9) 0 (L,1718)
CUU{2048) L (1745 C{1367.9) {1,171

L Total segment expenses. .. N
T8 RS 7 A

- et profit/iloss) before tax | SRR
L income tax exgense - L n
-1 Het profit sfter tax

CL Segrment assels
Segroent lishilities . "

5452 "-'-4483 19,668.0 " 16,9420 .-
((1328) L B24) (196800) (169420) " (167) (144)
LAT26 3659 12 {}} B 91462,

1626 1606

T Net assets

'.ACQUiSilIO]%{)‘f non-utent assers

LchJ{ic,K Gl consolidated garnings and £t pesEls d i cludpa 3R on g in vas!rrzem, aawurltmg biasis sOognising %18 4 mll ion i dzatrlmtzon FOeme .md .
. 8144 mid hon in tmz’ Saclinn %:{: nCoE derwcd from {_J %‘hgs{, NCoIme am{}urlLs aic, revErsid . m the gliminations ({}LJ‘W‘

-_'-\Morpomtc, cc,graq»z:"z%‘ ir |dudrs NON-CORE aclivilies 01 1,hc,= w{}m {The 2005 b& ANCe mcIJdef frusingsses 1o he ’OSLruCtufé.d or seld a5 p!aw{usly ABHOLINGEE 10 %?ze
Cawstralian Stock Exchanged. Corporais expenses consist of costs that fedl guside the day-io-day operations of Asset Managerneny, Mortgage Managemers,
~Hnancie Pannisg and Funds Management. These costs indude the costs of the Group CEO and CFD, ;hamd semcas 0055 me e Ay Dzrocmrs is,es
- corperale horowings and assodated borrgwing <osts end shargholder ré,glery services Tor the Croup B P

- FHeverses Assel Management's westment in CF (53.30%). - IR Ceee T T

Spc*czal Purposa, V»hucles i rwl, of %h{f hmr% Jsdgc Iu’arm ger rzem ;;c,grraem Ii rs %)c*mg ser;aratc,y {ﬁjsclowﬁ 0 ;Jrowdc! Qrealisr HANSHArenty. R




T Managementt - e LQFT L e e Eliminationg o

2006 2005 006 2005 2006 7005 2006 2008
LRO06 4GB0 o BAB e B L T4 304 -
CTA3Y 08 ) e e e 12)
T 2 R T, -
JIB - A863 - ATIT L 606

2006 2005 "
LIR3ERL L 20709 -

23330 20030

— : '-._{17.6) : o .(5..3} :
23021345 gony) D
123021520 L (1L,9085)

o ABYG.. 1645

RESIERIE 410/ ) U v v IR A S
R L1 SR -0 SRR 71 S
o (999 L s

ey ey
{18905 TUBIEE) o (T4
CUIB9.0) L (B17.0) T (86.6)
1973 54T e

_ LAy _
37448 0 UB3000 20450 - S 2583 U018 {6790y — 25,8947 - 21,3918 L
C2BRLT L7143 {1242y o {BRBY) LB L2063 L oL (24.2845) (20,235.0) -
U883 B85 L8029, o D U3044) L (150.2) AR - L8102, 11,1569 0




: N@t@g ‘i@ ’th@ Fi ﬁ.&{?ﬁi@;? '_'-S'ftf%??é_mm‘iﬁ__'(C_O ntinued).

---E\E@te 26 %@gmeﬁt mfmrmat m (centmued}
he 'fmmwmg tables present revenue, exparzdlime :md gerzmn r:;se't m{m maflom zﬂcgdr{}mg gemgragr‘lc,af segme‘zr{ S )
- '--.Totaﬁ Cansaﬁdataé

'3;-__"$m 20% 2005 2806 Jo0s 006 2005
Hevenue - o . EEE i e T L T B
Do Revenue from exteeral c,uszame;s
s e indersegrrent revenye
Share of net profits of AL 1aie5

S Tors segment revenue.

..;:--_'Expe»nses -
o Depreciation and ammftzsamﬂ

o CaTE) L 6.8
o Other expenses o

L1348y (1,901
LUIBLO. L 1645
L aa9)

RN T S
@
2070

1 Total segment expenses. |
oL Net profitflioss) before tax

e ncore tax expense |- 51T o
e g9 T e
“23,849.7 . 21,3910 . .2,0450 258947 . 213919

(1 242.3) -
L8028 L
- ___'__39.4 e

- {24,2845) - ": (20,235.0)
16102
304

S et 3,002 "'_{ga,zss.m
CUNetassets e 8073 - L 1,156.9
Ac_quisiliorz of rmrzvc,ur;em assets . e, L i6

:5-'--_:N@t@ 2‘? F ﬁam E Emtmmmts

“(a} Einandial nsk managaman‘f ab;ectwas and policies - e T B o R
“The Group’s principal finandial instrurnents, other than denva%mﬂs COrMmgise {:ash di’“{ﬁ vash: eqmvalemg, fe{:ewab g, pdyables;, terest bearzng
aliliies, available-lor-sale assets and financial assets and latiities fai valued through fncome stalemen. : S

L The maln purpose of these fingncial instruments |s 1o raise finance for the Groups ope;atlorss The Grmu;} %zas vamus mher f!{lf"*ﬂl:id] assels -
- -cmd lizbilities such; as recebvables and payables, which arise directly from Hs operations. . - e LT

e Eaposure to cradit, interest rate and curmency sisks arlses in the normal course of $he Group's busme»s Derwaﬂve fmam;iai ;rasvumemg are "L
s used o hedge expmw@g o fuctuations in foreign exchange rates and interest rates. Instruments ussd include interast rate. {uime's comraciss,
T ._'fczrward foreign exchange conlracts, Crogs Cutrendy swaps and interest sate swap conracts. -~ .

A desivative financial instruments held within Challenger Life No. 2 Limited (C12) ase ;zafed al fair va%ae Wm any gazng or |o>spg arising fmm .

- ehangas I faie value being taken direcly o the income staternent for the year. CL2 has elected not to underiake the hedge accounting ™.

~treatment availabie unider AASE 139 Tor its derivgtive {manc:iai instruments a5 the bosiness’ ufldezlym agsets and liabilities are ;}:edommamiy
air yalued through the Incorme statement, . . . . . . L

“For all other entities, for the purpose of ﬁedge aCf{wmmgr ﬁedge; EHE c,Iaﬁlhed 4% J‘ther 'Fair value hedges w}'zen ﬂwey herjge 'Ehe ex;‘aasur'e LT
o changes in the Tair value of a recognised asset or Hability; or vash fow hedges where they hedge exposure o variability in cash flows that is -~ -
S -elther attributabie to 2 particular risk associated with 2 r"—“'C,ng‘iS?d awset o Rability o a hughly probable forecasted transaction. For those that -
L to not qualify for hedge accounting under the reguirements of AASE 139, the derivative Instruments are szdfed &t far valae wn:h ANy Gains or_-__
U losses arising from changes in fair value being taken directly 1o the income statement. . : . e

Details of the significant accounting polides and rrethods sdopled, incuding the criteria 'for r@cognzimn ihe bi—)bIS a'f measufement ami
“basls on whzd‘s mcome am‘f ex;}emes are. remgmsed m rﬂspect Qf eact i class o{ fmamal m‘“frazrr‘enb are dibd{j‘se :




-__-N@t@ 2?’ E‘-f'-? ﬁam E Emtmmemis (contmued)
The princigle of using denvaﬂve mazlual irstruments is %0 riniraise fmamal rsk ham rapvernents In interest rates. The Group’s expaﬁure o
L interest rate risk arises peedominardly from assets and fizbilities beart ng variable interest rates. . o

T THerdging acivity is ger'ffyrr‘ed ysing interest rate swaps and fulures A LWERD transaction ook ines Hae ‘twa parzle's ) the corgract o exmar&ge g e
... series of cash flows at specified intervals known as payment or seftfersent dates. A futures contract obliges its owner fo by a spedfic underymg
“commndity or finzndial mshumﬂm o) ;peczﬁﬂd pﬂce o the contract maimiy date (o1 1o settle the value for cash). Futures contradis.ase = - 7 7
- exchange fraded, | - o . o ) . L T

L Some Agset Mamgerrenf cowirf:nlied eritities have enierecf irfo interest rate derwatsv& as par‘t m‘f Lhezr ;mllry i p1mecf certain bormwmgs .
- from exposure to moverments in interest rates. The contracls reguire settfement of net interest receivaiile or pﬁyab & between 30-12] days
~These derwahve Instrureents are. fair valued with changes in value directed o the income statement. . . - . L o

CThe Spedal Purpose Vehicies in Mortgage Management cortrolled entities hedge exposure to intarest rates arising from uﬂdmg 'flxed {?;129 ioam_;_
s withs floating rate mortoage backed securities using interest rate swaps. All derivatives in these Spedial Purpose Vehicles are designated as cagﬁ
Csdlow hedges. Mortoage Management uses futures contracts to hedge the interest rate basis risk between variable rate loans, which reprice =~
e owiths changes i official interest rates, and issued morigage backed securiies 55u9(‘_€ which zepzlc,e wwiths ¢ =anges i 30 day and 90 day BBSW.

“These derivative instruments are designated a4 cash flow hedges,. T THR e

_ The Group hedges a portion of its vadaide interest rate exposures arising from c:a?pozate mlerﬂsi ﬁeamg ilaz}jlmes usmq ani zlze‘reﬂ € 1e -_sw_a_p.
- The change i fair vaiae of the intecest rate swap is Taken directly 10 the come statement. . " . . . RN

: ___The ﬂze?esz raie SdeS mizmal and !’rm va%ue; f{}f 2(}(}6 and 2(}(}5 ame gresen[ed inihe mble bﬂlow

- Degseiption ey hsset

" Em Yeat

B0 June 2006
gaojunezocss_

- Consolidated .
Total . .
20050 1L
8365,

- Motional contract value - -

- et fair .\{aiue L o

P 30 fune 2005
"30Junezeoszt
30 June 2005

30 fune 2006 . o (57.8) L :H,_I
]_BGJuneEOGb-m S =

als vaiue lfasae‘t'fs) N

A&Sﬁi‘ Martgage

Maﬁagameﬁt ARy Marageient Total

81254
14283
LAY LT

- Motional contgact velpe ST R0 huse 2006 T
- 730 Jurie 2006
30 hune 2005




. Notes to the Fi mm _'E %mtemmts {continued).

- Wesghted avarage
effective interest rate © .. -

- ..$m L G A
Financial assets L T — — 5
CLFied rate -
" Debt t;ec:ur%riaﬁ -
“Recelvabies - -
" Available- for sale secuzpes
_:SECU{IQSE“{} receivables '

“Cash and cash equivaieris |
-Sequritised cash and equ;valenfs Z
“Bebit securities
T Rereivabies - - :
o Avaifable-for-sale secuzhes
S Seczmizs;ed ?ecewab%es

: --_?manuai Etab[izizés
Fixagl rave e
-interest bearing #abii izes e
~Floating rate S
Cinteregt bearing Habilities -
- Life invesiragnt contract fabifities - _
-.Se(tam{z&;ed interest bearéng _%zdﬂi_li_zr_ea. T

81654, - 77097,
{6 a64 G, 887.5)

: ...Net {mam;ai assets {i;abshiae&)

. :..TI’P endity ha¢ 'fmdmal as5els amd fiabilities that are sub;ec:i Zo & right of set off. Fhe irterest rate for bmi« COL}MeFj}dI"i%BS fmazlaal 55615, and %
_rJie ma%med cmd 'fmed for the term: of the deals. Accordingly, Lbey d{} ﬂoi gwe use 20 nfeze>f rate rsk - : R

Wesghted average L
- effective interestrate | 00

Fhandal assets . L
Co Floating rate - -
CoCash and cash eqazwaiemts

:".Tmai Hrancial assets




- Betwesn

1405 years

e Miore than -
S years -

[\E(m
irterest i:aarmg E

Total

AR C8.0136 L5108

16,3078

' "_'_1."_'_{12 311, a} @5756). o

. Between

Tt b years T

- Byears

3176 -
L 2,047.3
19,5734
: 23,3914 -

{% 84] 3}

Cinterest i:aarmg T




" Mé’%t_gg'-t@?.f‘ithﬁef__f_?F__E_;fé__a;_r;g:E_a_E_'_.Sjtaﬁt;e_mﬁe;_;f;éf';t:'s;__::(cg_p_f;;_ng_gg;)___ =

:':Nﬁt@ 2? F ﬁéﬁﬁﬁ E Em’tmmwts (can%mmed)

- The quup tra{ies only w@h FRCngnis cﬁ c:redmz\fmfﬁ*y third paries. B; Ig 0‘5 sxchange whlc %=ave been purchased ot a discount to face value are - -
- ceardded on the balance sheef at an arount less than the amount realisabie st maturity. The total credit risk expmure of the Crcaup coutd wlso ’ﬂe_
- congidersd o include the d;ﬂezence between the carying amount and dhe reafisable amount, =~ .. B,

- At badance date, there were no ;l{;m{zcam soncentrations of credit risk. The maxirmum exposuze 0 cfedli ﬂgic B repres\onted iaf zhe f:dzrymg
=MoLt mf each 'fmaﬁmal asset, il dmg derwdwe f;zlanciai naifumems, in "{he bajance shieet. o )

Ligpuiddity sisk is the "ISk ‘fha% ar emliy wni enccwie; d;ffn:aiiy iy raising w%{fs 0 mﬂei {:ash c,or"srr*lfmems agsoma%eé wdh 'fmcmual merumerzt&
s This raay result from either the inability to sell financial assets st their Tace values; o a courterparty failing on repayrent of o contractual -
o .gbnga{m or the inability to genesate cash inflows a5 anticipated. The Group’ objective is to manage a batance between continuity of .fu_ndg
o and Ie><|b|l|ryﬂar(§ugh the use of various f&iizlitl e LT T T T e T e

(e} Foreign currency rrsk L e ST e e, . e
CCL2 pwng investments i Europeg New Fealard rmd the Umed 51a1e> Tﬁe currences giving rise 1o this i sk are ;}nmari 'y Brhsh pomdsr S
co Eurg and VS dollars. by osder-to protect against exchange rate moverients the asset management businass has enterad into fonware {ongn -
c Mexchange contracts. The confracts are timed to rature when major cashs flows from the investments are scheduled fo be paid. The Asv>ei
o Management busingss siates forward 'fore;gf* exf“haﬂge contracts a{ fair value uwzh movemems irs Tair ualue bemg m;ted ac;a inst izwme

- staternent, : e . . ) .

o '-.:_'_Trse Special Purpasse \fﬂ}slfle: ifl Mor‘tqage Maﬂagemnm r,m%roi ed enflzles ﬁedqe expmuzﬂ i {onalgn c,ur;emy "Ifak arising fmm |ssun§ R
Cmortgage backed securities in z’men;n cur;eﬂcy mmg Criss Currency swaps Al derwaizva in ghese Speual Pufpme Vehicles are deglqr&ated a5 .
cash Bow hedges. o L . S

= T_ue 'f@rward 'nyum;rs exchange contracts’ arsd €108 CUrency swaps n{mona cmd {a|r values for 2(}06 amd 2005 are prﬂaeﬂ‘zed m the ‘f,a

ge iaelow:

-~ Consolidated

e et Chsset o e e oneal :
-'1_-.__sm Yeur Managemem Total -
Notignal contract value .30 June 2008 v el UB265 10,9208 '

30 June 2005 ___514_0..__5 L BTTTE L
.30 June 2006 - (123)

__________ S0y

“hlet fair vaiue _ S
EANRSETE TS - 30 June 2005 - 220

""'Ti'ze dd.al 5. af zhe outszanc%mg cortracts are as foliows:.

Consc tdated ' Ccmsa rdate&i

-_-_A_uaizahar; S _"-_--Ave?age
: -exchange -

Buy;‘(seii} SRS
_austrai:an o _--_---A\zerage -
dﬁi]am S e exchange

Sell GBP sterling . BT
- bess than ‘1 year

Gfeater éﬁan 5 yea;s ST
1529




szsai:aated ' Cansaiidated '

| Euy}{seii} R Buy _: B
Australian - ___""Avaraga S _ Amiraharﬁ S L\verage sl
CExchange - o L exchange

L Seli US dollars e e e e T T
. Less than 1 year - R BoB 0.7554 7
R, ) years ' ERT, A S QUESES
C0E4s6

3 . e e 3 05454
~ Greater than 5 years SV 00T D235 R

CUSell EURG
lessthan 1yesr |

."_'.Seii LE krona
- -less thar 1 year

" Sell NZ dollars
. _'_'_Lg_a_s_s thars 1 year - o
CUBuy GBP sterling . e e e
S Less thar year: s e {340.6) -
=2 e U e : '

(ss22) -

s than 1year . = R
CUUBUY EURQ e e e

. ._Lesss ﬂid]" 1 yea; AR e o
. .'_B.uy Japaneseyen T
e R0y BAADOD

O Buy Hong i(ong doiiars o
--...._i.e% than 1 tyear™.




- Notes to th@ Fin amﬁ&i Statements (continued) -

- __f_N@'te 2‘? F f%é%ﬁ(: E Emstmmemg (cenmued)

- .(f) Eair vaiues e

Consofidated $m $m Sen &m .

:Zi_--_'mah md c,ash 9qiz|w enzs
e Rerelvabies - LU
L dnvestraents - : SRR
Financial assets falr valued % nough mmme statement:
“Delbit investmendts - T
- Boguity mve»‘frr‘en‘fs T
. Securities elected to be {alr valt.ed
S theough ingome stalerent - T
- Available-for-sale assets oL T A SRS el BIBE L
[ Other financial assets - ' '
L "'Da;iva%%wh assels - '3_ e o BT o TFo 2T
L Financial Habilities Tl vaizied ‘thrcugh T -
Lncomse statement -
“ Derbvative liabiiities - -
- _interest bearing jEe |°azee
. Firarice fease '
- Bank loans
“Non-bark loans -
fe msurarzce pa] {“y Ijablizues

'{01} ) o
-..,(1 448.9) . - {(1,44B.9) - RRCI N
L BT e (3207) L180.0)

o .-(2,{347.3} CEnsrs
CURABZEY 21328 L 8183

_.: _'Carryir_zg 8

:E:-:.'.Cr.l‘ph and c,ash eqmw er&s .
Recewab es i
e yable» :

T parket values have been used to determine the fairvalue of listed available-forsale and held for. trading assets. The fair values of derivatives .
-and interest bearing Habilities have been calculated by discounting the expected future cash flows &t prevaﬂzng interpst rates. Tmﬂ 'fazr vaiue of o
_='ecewab’es arﬁd payab?es wm 2 remammg Iﬁe o{ 2953 %han Dre yﬂar is deer"sed fo be, the notional amount,




_-ﬁ"-__-"--"_N@ste 28 mmm tmemg f@r Expem mre

V. Finanee leases - e, T _ e
... The Groug has entered into 'fmarﬁc:e %eases o Ler‘zam mmor vethea where His notin ‘fhe best inferests 0‘5 e Crmu;} 0o purd A ‘these cuseis :
. 'These eas s have an ave?age |JfP of beiween three and ﬁve years wii* rer‘ewa% ‘fezms mc:!acfed in the comraczS Renewala are a'{ Hse speuilc

'--.._Ogseratmgieases . - . S . L A . S :

-~ The Groug bas entered info cormmerdial ope?atmq Ieases {or thie renial o‘f pfopemes where dis notin ‘the besz mteresfs of the Cmup fo _

Cpurchase these roperties. These leases have an average fife of between: t and 10 years with renewal terms included in the contracts, Renewais; o

Care gt the specific option of the erdity that hoids the fease. Strplus ase space under non-cancsilabie 096%’81]2‘1{} leases s been sub- Iedsed -
~and the revere from these leases caloulated on & straight line basts is offset against operating lease renials. - e e .

. iﬂ 2006, the Gmup by enterad into opezahmg leases for the rental of new premises in Sydney. This represents the slgm{zcam irngrease in -
: ope?afmg leas‘e mmmlzmeﬂzss rzmed fnr 30 3me 20(}6 “Mﬂ Group 5 plang 1o relocate Sydney staff o the new pramises in January 2007. -

.'.'D‘,ians mf the relevarlt comritrments are contained bﬂiow -

- Lease commztmeﬁta co T
. Lommitments payable in ;elamn o Iease» coniracted
~for at the reporting date bt not rec:ogmsed as Hablit
Mot fater than one year - -
. Laterthan ore year but not later %’i*an Ty yeaff“ .
Later than two years bt mi Iaie; than fzve years
..i_atpr tqan five, years - L

L Morscancellable Operatmq tenses
wture finance. cigiges on fuence leases

--.Gparaimg leases - T T
~ Lomrrdtments o7 minimu §ease paymenzs in {Pidhon A
L non-cangeliable Opera'rmg ieases are pdydgie as {oiimws: .
- Net fater than one year - .
- Later-than one year but not ?aref zi*an Ty, yeafs
" Later than two years but nat later than five yc-are,
. Later than five years - . N
e Less: Hability recogmsed ‘w w;ﬁm Iease Spac:e rmd v
- estimate.of sub lease liabiliies on relocation - ...

L Commitrents ot recognised in the fnancial statements |




Nm@ﬂﬂh“m”mi -.:’S’iﬁéaz{fmﬁw._-'.iﬁ.?n-ﬁn%%egfﬁ.>-

o _Fmam:a ieases SR
.._Cc)mm trrents i relain:m 10 ffname %ea5e> are payable as follom

Cansoir&ated ' Parent

o Present L
~ovalue of - 7
lease

Present | . s Lo

'. value of - U Wi
~lease - o dpese

pdymenis : payments

'.'-_'-_mmimam -
Lo ease
payments -

coConsolidated o
- Nt faterthen ons yeaf - .
L Leter than one year-but not later. thars fwe yﬂars..'_ )
D ubater dhan five vears. o L
S Minir lease paymenis - o
. Less: Puture finance charge$ e

- ."-_Capiiai expendrtur& wmmstments o L
o ormmitnents pavable in relation o @pgim EXpendnufe_ o
Coeocormmitreents contracted for at the mpc}z{ ng dare
bl riot recognised ag lisbilities: _
L Not tater.then ane year R B
“-Later thar one year but not later zham fwe years - '.
- Later %hrm [wﬂ year« el

i Remuneration commitments . R

e Lommitments savable for the payment of $a§aﬂes aﬁd e
-other remuneration under long-term employment confracts -
“in existence at the reporting dage but m‘f ref“agmsed 45 §|abilr{|e5
ot iater than one year A ’
~Later than one year bur rsm later "Lhem fwe yeaf
; Laier "{han five yﬂars; : L

T mrnounts discloskd as mungration commilments inglude commitrgnts arising from the service conlracts Fetention honus, termination payment) of key -
" ETRAREORITENT DRrSOrne! seferred {0 in Brecitive Service Agreements of the rgmuneration weport that are not recorded. - -
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ey managemem personns -fm -the year ended 30 }z,ma 2805 : R - ' s o
- The key m anagemem gﬁrsmmel Qf Chd]leﬂger Fmarlual Semces Gmu;:} LIFT‘ILed at any { e durzng % 2 fmanmd] yeaz wre as follaws;_

ClHrectors e T Cee
“Peter Leith Polsan - e ---.Cha;rmaﬁ T

- Grahaen Allan Cubbin -7 Chon- &x@cuiwe Dlrec,zcn
- Bussell Richard Roberts Hmper o Nen-Executive Disecior |
- Ashok Peter Jacob - T Non-Exeeutive Direcior .
.. James Douglas Pac:kef_ ST Non-Bracistive Direttor
- lames Glen Service L o Nen-Executive Director

- Brenda Mary Shanshan, U Nen-Erecutive Direcior.
- hichaet Tilley L T Chief Executive Officer,

" Executives. - e - '

L Cuerent T

M Robert W{:ads . - Chief-Exacutive, Asset Managerrent -
- M Brien Benari _' - Chief Executive, Morlgage Menagemem e
el Cheis Cuffe - s Ex-Chief Executive, Funds Mrmaqemenr aﬂd Fmancza Piammg
e M Dominic Stevens . Bepity Managing Director -~ - -

M Paul Rogan - o . Chief Einanciat Officer (frorm 13 March 2{306 o, 30 une 2006}
=M Roby Adams - - Chief Executive, Furids Management -~ 7007

oM Rayraond Mifes . .._Mar;agmg D ref{or {”manm I Plam m;-_. —

'-""_-ﬁcrmer - - IR S

dr Giggory Klféc commgnced in the r{}lt‘: of %’\e‘ralm.lglﬁ o _D;rc,@o.!, i mm_qgi F’iunn_mg_ r;){. zr“ Baslug 20005, %\elz _Pnyz’r*ond M i{:s Faag mkm on m{, mle {:)[ I\.Urwa _,szng Ql{gc%or ST
B Mombef Firnry Reganions and ﬂxcc‘gwsmens . o : : .

- Transactions with related partes In fhe wﬁaiiy ewned gmup ' o ' e -
~Fansackions with related parties {except otherwise disglosed) are cor ;{}uc{ed N an anm’ §encgﬂ? basm under ney maf com“meruai HEIR rmd

L cnngitions. Amoun% paya?ale and receivable in respect of transactons, ae{weon endities in the Grougp 8_I_'E'_€_f_l>(_;_|(§‘i€f§_ in nedes 9 d_ﬂ{i 16 - R

_'Uitimata ;}amm emrty

%art term -
: @mpiwae IR
" benefs |

%

TUG18223 . 2A2RZ o o gugass o
" B9B,443. - 26,065 L 450

“Bxecutive Directors, L 2008 308401 T o 3a0 864 0 a6, 124
-.___"'Exec;u-uve_s_____ _ e 2006 T 8,899,273 0 T 90,031 2 193857 L. 12,283,161

BA22642 e 77233 285508 L 7485403

The Company has taken ddvamaqe of the relief prvided by ASiL Class Greder 08/50 and has Lramf@rred éﬁe detailed remuneration- émdmufeb -
""{0 the DIIQC?.C}"" Rﬁpmr‘i ?1e reiﬂ\fcmz nf{nrmaifm @, be fr:,w* i the remuneral port at Section 13 o{‘fhe Directors’ Report. . :
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E S‘tatem&mg (con‘tmaed)

"":_-'N(}t@ 29 R@E&t@ﬁﬁ p&?’t QS (mn’cmued) e T
:'.'Sharahoidmgs iy Chaiienger Financial Semces Gmup Limited of Bzrectors and Sam"r Exawtwas s

':'.:'_Far the year eﬁded 38 hme 2806

513:"-.5haras heldin -
s Challengsy Financial }
S Services Group i.imi’éet‘j 1 duly 200%

U Held at | remunsiation

Mavemem dwmg t%m year

Forferted

dyring 2006

une 2008
{vested and -
unvesfexﬁ}

Granted ?\iet change
- gther

) ximmg 2006

"_".Heid &t 30 _' L

Lo cDdrectars el U DT
S PPoison
CG Cubbing
C R Hooger .

A Jacob T

- FPacker -
s b Service
“o- B Shapshan .

T Executive D;reaors
U Tiley

s Execu*iive_s
ccRWoods
S B Benard o

UG Culfe e
oD Stevens -
B Rogan
R Adams L
S RiMbles -
T Eoster LT

Number

. 82 OO0 -

L A7 02 -
L "'-60,000 L
UEQ000
CRG000 -
50,001 1L
AA50,854 -

2,022,999 .

.. 3,000,000 -

3,000,000 - -
3,208,000 .
. 5.500,000

3,000,000 L
o E00,000 LT
1,600,000

Number Number

f_'__12.1,g_88,2j78

1,000,000 -

- U1,360,000) . {240, QOG}_?“'
isdaao,aca | (1360,000) <121 898,278

Mumber

600,000

5,500,000 . -
U LGA0,000 - -
o ;»,O{JO a0G

- . 6@0 QOG

o _'3 A00,000.

82000
S CATT02

125000
20,000
122,788,278 ..
50,001
.. '__‘]:1115{];854

600,000
500,000 0
_'[ 100,000 -

: -5@0 ooo -

. For the year ended 20 june 2005

- Shares hefdin
- Challengsr Financial
e _ﬁervsces Group Limited 1 July 2004

" Hedd at

Movemeﬁt darmg the year

Net change .
other - {v
durmg 2005

R}rfeﬁ:ed

Grantad
) ;emumra‘tmn
clurirg 2005

2005

. Heldat30
Tlune 2005

- Vested .

2008

S Divectors
S P Polson
<G Cuabin -
c R Hooger L
C A facob
T Packer e
clo-d Service
B f;hcmahar;

oL Executive D;rec‘lors
oM Tilley
e Execu*iives_ =
L RWhods -
S B Benari o
Lo Cuffe
CTD Stevens

P Rogan .
C-R Adams
Co LR hiles
Do T Foster
Gl Total el

o2

02 e
CUe0000
©, 20000 7

C3E543
3,150,854
22,999 1,000,
3,000,000
3,000,000
8200,000
;900,600 .
| .---'31.69@_0@0 S

-'.."-'..3,26{),@00 )
25,390,008 0T

Numbaer Humber Humber Number

800,006 8
BERErE R

T 1,000,000

| (4,995,000)

600,000
406,000 -

2,000,000, 0 70 743,121,542} .

i__";°1 150 854
2,022,999 6.

'.____areooeooc L
3,000,000 -
73,205,000 - -
e 5,500,000

e {'-'Z'."--3,oooeooo e

e e TUE00,000
L BO0000 T

24,268,556

Number -

500,000

240,000 TR
2,440,000




f{}-N@te 29 Reﬁated Par’t @s (con‘zmued)

e First
Catgrant - vest date

L WTiley 187 0208006 - - OZ/0B08 -

S 3,000,000 92005 L _ _
. Rwoods " 500000 - L S0%05 L CO5T L ESO%0T - 150810 -
LB Benart L S L B00,000 - 1509005 -_-_"_-951- L ASOR07 L 50910
LBRogan Lol il e moooc@._..___l 50806, L0500 TUIS0308 T 150311,

“Shareholdings of Directors at 30 June 2(}{16 were rJqu?ed 4L gy %em;ih prices. mefe were no éwléeﬂd> ;}alé oL payaiﬂﬁ n mﬁ‘ Direciors and .
" their afﬂhate& _— . e . T R o

- There weze ne loars made sl Dmﬁcw” amd spec,l?%ed Exec:uuves as &t 20 Juzle 2(}(}6 l\éon ~ELOUrSE Ioam 1o buy s%arag di’@ ‘frea‘zﬂd as og}zlons aﬁd

) "'._amy "{m . .
M Iey 5 entit ed m & ‘BSOO OOG ﬂze{esz 'free loar ‘of U*e plzr;}r:be Qf fweaimg i) Cha] emger mveg{mem pr{}dazct@ mher Lhcm {“ha |€-“HC}€‘F ahares

_'-'?'.NG’&:@ 3@ Emgﬂ@yee |

~Enti Eememtg
Em“plmyc-e er‘{zﬁemem& T, 75
Emplovees of the Group total ed 958 (2005 961} at ba ance. datﬂ e

Long Term Eqwty Based tncentive Plan {ET1P} — Loan Funded Shara ?ian T eE e R
- Thie TP weas approved by unitholders as part of the equity restructure resoligions of 1allerzg9r as pruf of the cor;;orcvfz tinn o{ C%@a Iﬂnqer
~ These resolutions were approved at a meeting of umzha]ders of CFSG on 22 December 2003, e e T

. ‘inder the terms of the LTIP eligible employees may acquire Challenger shares, with the cost being financed by & NON-RCOUTSR, miﬂregi bparmg '
~ foars from Challerger whichy is repayabie on the earlier of the sixth anniversary of the reference date and the date when the participating shares ™ 7
- are soid, The reference date.is the date of issue of the par‘flmparmg shiares, & date determined fy the Board not baing earfier z'ﬁjam A0 Al 2003

- Dividends receivad on shares that have been issued under the TP must be paid 1o the Compamy as rmereﬁi an ﬂae assnciated nonTecoyrse loans.
- Al grants of shares during the period were issted and place{i or [?’L_l&i an be}za{o{ ihe emp oyee. . e T L T e e

s There are fwo types i}‘f pdrmpdms o{ Cbafleﬁgers Lrep: .

- Parlmpants, and. .
w Initiz ?artlmpams e T
L The per{ormame hurclles in rb%pbct of Pafﬂmpamq are surnmar aed a5 fo?low% e, o G e L
. with the exception of ir Cuffe, Subjef;Z o performance hugdles being met, 20% 0‘5 e partlczpdzmg sha;es |5>ued [£o] Pamc:lpaﬂz:, wnl bﬂ we

. released on each nf Uze SEL’;Oﬁd it |r{§ cmd f{:uf‘i i anmuersaﬂes o{ "{he dafe ‘the shares are ms&.ed Wzth U;e zemdmmq zi{)% ba ance seleahed on S
the fifth azwmvez»aw, A ) .




E %mtememg ({:ontmued)

ff-_NmeSm the Fi mm

@ .Mr Ctzﬂe has volumar; y fedu{,ed his ;}ar‘hmparmg sbare emliiemﬂm o 1wo oreasions, ap{m sieppzng df}W%‘l a5 CEO on 2 Aac;usz 2(}{)«4 :
- {4 million recuction in post share consalidation shares) and subseguently in Mareh 2005 (395,000 reduction in post share mnsolléamn
.'____mareg) The‘mfore [ Cufz‘e Das ari, nterest m ‘3 2(}5 GGO garimmaﬂm shafes;, 5ub;ecz 19 ;}er'fmmmmce hwdles befnq e, these shares wil

- _.1 6{)0 000 re]eassec% on 19 A;;m 2005
- 0,000 released on 10 April 2006,

- 500,000 to be released.an 10 April 2{307

+. = 805,000 ta be released.on 10 Apsil 2008, .

e the performance hurdle & 15% per annurn compoumed aNTILE Iyr based o total s}zafehogde{ ﬂiuw {T5R). The TSR s deie{mmed by
Creference to the 20 day volame weighted average share price (VWAFP) for Challenger shares adjusted, fry capma% restructires and
___dlssfr Ihutions {dividends, cap&al returns and other distributions excluding franking ceedits), . 70 .

~e. if the TSR {7 a period equals or exceads the perfafmance huredle for that period, the relevant pzoporhov of parhc:i;)a mg shares wwl fse e
_imrmnedistely released. This may include pdrz;{:fpd%mg shares thet, ?zave nct been ieleased i an earliey pﬂnad becaus;e }ze T5R 'for that earlzer
Tpetiod was not achieved, and | : e _ . :

_unreleased participating shares are Imfel‘%ed upon the febzgﬂamr}_;ﬁ Partic] gamts E'xcepi in the case of by Cu?’fe who wmaid Imaintain hls
© LT shares i he Jeaves by bis choice orior efter 30 dune 2006, s . S L S .

: On the release of paz{fcmdimg shareu {om;e vﬂstlzlg Elaled pe;formarst:e t uzc%le have been met), Paftzczpams mdy, bu% are moi obhged m sell the
co Tehares ) i . ;

..._The Board, has mfeﬂzl{zed a number Qf Imtlal Parilc:i;}ams 'far wham spemal c,{mc:%wzlan:, apply, avmg zc'gafd 10 L

"= dha (mprovement in ihe share price since the relavant senior Executives were recruited; o . .
8 %he significant gfforts made 1o date by the relevant senior, Execetives in restructuring the. Camgany busmesa 1o prepare 'for !’a%ure gf@wiﬂ di’“d

thie fact that the Cornpany cordinges t be in a significant development phase for the next few years and the Board wishes to ensire that
Cabsolute performance hurdles do not drive short-tarm behaviour d{ ‘the ex;}enae f)’f langmierm plarmzng and c%ec: isior. makmg =

"“ih@ special conditions to apply o Iitial Pacticipants are as follows. . R

e release dates of shares will be calouiater frcm rﬂierence date which is nammaie*d by ihe Bmclr{} (rdiner "{ham Hze daie af Issiie a‘f shares J_,_ o
. being no earker than Aprd 2003; . . o o . o -

~the issue price for the initial participating shares Es] be alloc:afed e ‘the Initizl Pariit;ipamg wag, $2 65 {as adjua;zed for ‘fhe sha;e mnsml;damn j_' o
.. on 23 Newemper . 2004) rather than the market price at the date of issue; DT, R e

e performance hurdle was {eqmzﬂd 1o be met. for, 1h initial 20% of zwe pdmmpaimg hareg whzc% were released a[ier 'rwr) yeaz frorm "{me
_reference tate; and L . _ . : : Ll

¢ 2 15% per annur com“paund TSR pe;{armance hufdle will be reqwred m be mez ff:ur iwe reieasﬂ mf s;hares af!ﬂr ‘the %hzrd 'fcnamh aﬂd {ifz
e anniversaries from the reference date, with the Sia{le‘lg price for that cas Cu]aif{)ﬂ bezrﬁg 5265 (pmi share mnaahéahm) antl MD %‘fayimg ddle__ .
for that calewdation being the second anniversary of the reference date. _ . R . SRR

: - Aﬂy usreleased paf%impai ing LTIP shares will be sold by the Custodian to zﬂduce cmy ouisiarsdzng %uan bought bdik amder the LR o carlc:eiled___
- by Chaltenger, subject 1o compliance with the law. . . . . . S

U Under the terms of the LT Participants drld [mtza ?ar‘tlmpdms are nm enﬂzlpd o vmmcg rg%{a m*all zhﬂ %hares hcwe ueszﬁd and iwe aswmated
.Qdﬂ has bﬂera {epald "{0 zhc- Cﬁmpcmy = . . .




-_"_".{}pening . . B e e

Chelance o T e e e o © o Forfeited! - -Balanee at

Ce bl 05 L o Granded . R _'---Mediﬁeé? S B0-bue-0g
Grant date ‘Number

R NPy R L E05,000 - Co e T 5000000 e = L 08,000
o 23deb0d 26,582,000 - LT 265 L {8,876,000) L {1,830,000) - (17,876,000
CLBt-Aprdd Tl BROOO = CUZES e B0 = 240,000
'.'--.1%~Mar~05._ TR moo ooo.::._. e e UG T e TB00,000) - 500,000
e D3 04_"' :_4 550,000 .. CEEG I {BT0000) e = U 3680000 - T
Ot-Apr0d e B50,000 * 250 {110,000) - - (Z00,006) 240,000 ©
15-San-0d . 4,650, EER IR . o _ B e --__:4{55&(}.3{) o
15-hdar0S © 1,805 e e s T BAG e TT e —  B05 000
28-Ane05 g R SB20 e = UZB0,000) - 1,570,000
U5 Sep05 L L B 700,000 CRTT e (280,000 5,450,000 -
CASarOs. L e UAS00000 0 BT S :‘-._4 90(}_ OGO_ S
~ RO - Initlal Pamcspar:t L R : L T
L -23Dec04 L IR I O e e RS e e T -._'1 006,000 s
LA9Dec05 - e S 000,000 2 ,'__ e e 3,000,000 3
JFotal e L 13,600,000 T (8 236 000) (3 210, {300}._ 46,116,000

S The issue price of gragts in ré,spl:,cz {}I ﬁar%zop‘mng ;;?kal @5 1he WAMAR of ﬂw shares Quer ihe fm:z wdmg days up 10 :Jfld mciudmg the da Le {}1 H5uE 01 1,h.ﬂ
T paricipating share. TR
“=hr Cuffe voluntarily rseduced his participating sham gt L%em{,z’ QDA SOoEsiong, upon stepping d{}wrl a5 CE‘O Oft 2 At 2{]{]4 (fl 4 rrlzihor relduc%zon i posL
“sharg consolidation shargs) and subsequently in March 200% (345,000 reduction in post sharg consolidation shares). ’ . L
FGrant fair value represents the fair vedue of the shares Bseed ot grant da1e i cula?c,d a\fsoz wkzng n%o &{{OUD% &il ré,lwam Hrzom mﬂ u{}mt msung umef mwe
_erﬁormunre f}urdéc,s shgrf, {Jr i \rola LI|§‘€_,-‘ dmdem} rates ur]d ini{,ri,s% fales. : -

. CEO remunaration - e R, AR e

b Tilley i not entitied o pafhc:i;;aie in Uze C 1alienge{ L‘? g Hawever foi uing shazfeﬁolcier appmval al zhe Cmmpcmy Armual Genb;a Mee{zng L

“.on 23 Kovernber 2004 M Tilley was aliocated 1,000,600 restricted post share consalidation Chalienger shares, furxied via limidted recourse foan .

~end issued at $2.65. He was subsequeniéy fssued 3,000,000 sublect to the same conditions. These shares were issued substantizlly on the same
ermg as the | ong- %e*rm mcemwe p an qumﬂd recourse Jocm and ESCTOW, mnd tlonS, Wzm a zD{ereflc,e‘ Jaie af 2 August 2(}04 'the cjate Mr Fllﬂy _

~. hecame CEG - . . - o - N

- Mo pptions were f;rdnfed tc} em“ployees u{ {hﬂ Groap dwmg ‘the year Pi"{ﬁé(ﬁ ?D }ufle 2(}(}5 Na} a;j{zma wETe exermed durmg ‘the year er*ded
30 Junﬂ 2{)(}6 :




 Note 31. Smtemem
~of Cash Flows -

- Recondliation of profit affer incorne Lax %Ci
et gash flows from operating ;_ajc_im_; g

U Profit after tax L4343
L Adjustrnents for R ce
e (Profitifloss on sale 0‘5 investments
e et unrealised fasses on mwhsimems
T Profit from minority inferest - e
o Share of associates’ net (proﬂts} amd fosses. -
C - Amortisation and dﬂ;}reuai;m Sl

COther T

S Chanoe in assets and !:abff;zres ne? af efz‘ecis o
e trom purchase of controfled entite -
s Decressedincease) in recslviiblas -
o Decreaseflincrease) in other assets
e increased(decrease) in payables - T
e ncrsasefdecrease) in provisions and employeﬂ bevef;ff
L ncreasef(decrease) in current tax liability - :

o increasefidecrease) in deferred tax assetwliabii‘tiea

e
o 822)

<1 876) -

- Net cash mﬂow fmm operatmg activities

o ‘Amounts recelved or due and receluable by Ernst & Young for -
Aadit or review of the finandial regort of the emzty and "
_any other ertities in the Gr{:up . -

: Full year aydit . - 70
o Matfyesr Pevlewy e :
T Other audit services — audit mf irusts and fuﬂd& :
S Oiher serviges in relagion to. ‘fhe emlry md rmy
o other entity in the Crmu;} :

C U Taxation sendces
- Dye diligence services .
) Othezf assurame_seméce&_ G

. 829,000
o AT2000
~T87,000 .

e 233,000
988,000

990,000 -
300,000 -
LAs000 -
433000 .
CBIS0000 T

L T LESB000
T 2,218,000
e TUATR000 0
e L B582,000. -
Asmounts received or due cmd recewabte by auda‘tors PRSI
S other than Erast & Young forn 7
.. .udr{ or rr—“-mew D*’ H;e 'fmdﬂual repom of ;ubs%dlarf emjues

e TLIas000 T

Auditors” remuneration for the Group i peld by Challenger Group Services Limited, a whaolly owned subsidiary of the Compa



""*':N@"te 33 Agw tion am E} gms&zﬁ @f thmiﬁe@ Eﬁt t es

{a} Acqmgrtmn of Challeniger infrastmcture Fumd - £ e
»--The Groug acquired 2 53.89% interest in Challenger mﬁ astruc{me Furﬁd ihzouq?é () mare alloimeﬁzs an 19 Augus‘f EGG% {50%) and e
" 24 November 2005 (3.85%). The toial consideration paid rzmoumed 20 5226 320,000, . T T e . S '

:"'-(Ea} Acqursrtmn of lnexas Gmug {Haidmgs} Umxtad

o STAR fapzial Pdf“{]‘e["i umned for & pmma&? price of $1, 3‘15 883 000,

- The c;oodWi | seouired %oc;eiher with any falr value adiustments is accounted ‘01 i ac:ccndaﬂce With AASB 121: The Lffecz‘a of Cisanges in oo
.. ‘Foreign Exchange Rates which requires that any goodwill arising on the acquisition of a foreign operation and any fair value adjustments o - ™
- the carrying amounts of assets and lishilities arising on the acguisition of that forzign operation shall be treated as assets and liabilities of the . ™
“foreign csperat]orz Thus they shall i expressed in the functional CUIrency of the foreign aperation and. shiafl be franslated at the closing e,

L The c;madm | recmrded m pomds sierlmg a3 the date of transition amourded 1o £414, 845 000, The, gn{}dwﬁl s thug ;{ijﬁiﬁf“ i exﬂaarge
*{IJCFUE]ZIQNE : _ . : - G .

'.._'__'_The fd rvalue, C}f the, 1denif{mblﬂ B5sETS. and ?%di} fities, C}f lr}exuss a5 d? 'Lhe date, e'f The. agqum[mrz are..

--'-Comzdemtaon T
T Last and ather COﬂb?dﬂ'{a‘{IOn a
'-_'Af“qmalzlan Cfnszs

Net assets acguired -
“Cash: and other assets
- Receivaides oo
U nfrastrocture sssets .
. Wesk in progress -
Pavables .
Provisions ..

".'_'_"Goodwm S

" {e) Bisposais of controlled entities T e T T T T
= During the 2006 finandial year, the Grous dlspmed of its enlire interest in the whoily ow¢ed ﬁﬁil[j,
....{haflc-nger Furcls iﬁanagemem Lire |ted on 19 April 2006.

Canseiidated

' 2006

T e B

. Chai anger Famﬁs B
Maﬁagamem Limited -

Lo dercism
- Met essets d;Spmed
~Profit on db;}oml S

Loy swﬁord lior s disclosed net of debl rena ;momja d(,??iﬁ,l nert of swap bresk costs and associzted dellzng (5.

i Qperating remdls ¢ of the congroliad anti ues_ 0 _1_h£,_ du_L{f Qi d;spf_)sdz._ha\ga Digen m_c,lt.lf_ie{}_m ma _(:01_15«91_.{2a1__{-:d _opas_,rdt!ng_pr{;ﬁ?_. S




fff_-.__;hNQteg t@ th@ _.E:_ g’}aﬁc : IE S’i&"ﬁ@fﬂ@ﬁ% (con‘tmued)

“ﬁ“-__':N@“E@ 3@, wegtmemg §’“§ Q@ﬁtmiﬁed Emtt |

..(a} Cﬁntmiieé entmes

'.".'.Class of .
o shares

e Camtrybf .

S D;rectty ccmmtied by R
o Challenger Financlal Serwces Grﬁ}up Limtted
o Challenger Financiad Services Group -
C LOESG Heldings No.2 Victoria Py Lzmlied
- Directly controlled by EXF Hoidmgs Pty L;mited

L FXF invesiraenis Ply Lzrmiec% LTS
TFXE Finance Pty Limitad
Cl Directly controlied by FXF Fmance F’ty Lzmited
o BME dnvesirments Py Umited -
U Directly controlled by
U CFSG Holdings No.2 Victoria Pty L(miiéd
1 Challenger Group Holdings Lmﬂed L
[ EXE Moidings Ply Limited.
o Directly controlled by -
L Chatlenger Group Holdings Lzmzted
s Challenger Group Services Py Limé 1e{£ ;
L Challenger Property Capital Limited

- Challersyer International Nominaes Lm%ed :
wallenger Superannuation Pty Limited -
< Challenger Bauity Lending lezted '
- Challenger Treasury Limite - .
C U -Challenger Commercial Lersdmg Lm~|Led - R
S (formeriy Chalfenger Mortgage Managemem“ Lfmfzed) S
L Challenger Group Pty Limited 63 0" S
L Endowment Warrangs Limited
S fforeerly Chalfenger Fauities Limited) (f)
Coo Chellenger Portfolio Managerment Lzmr{e*é . .
[ Challenger Wholesale Finance Holdings Piy Lirrited .
e {formendy Chelfenger Mortgage Finance Py erzted) L
Beston Pacific Vinevard Managemery lezied N

C Challenger Strategic Capital Pty L ited -
- Cnallenger Life Holdings Pty LG'w:e*d
o M formerdy IROKA Py Limited) o
L allenger Wealth Mandgement Piy lelted
s fformerly CFSG Holtings Noo T -Victoria) Py Lumzed)
- Challenger International (New Zeaia:*d) L?ml{?d {w}
L Divectly controtled by - : -
S Chatlenger Group Services Py Limited:
< Challenger Group Services {UK) Limited - : .
- Directly controlled by Chatienger Gmup Pty L;m[ted
L Challenger Freehalds le;ted T
U Crallenger Hedging Limited - :
U Directly controlied by Chat enger Hedgmg L;mzied
S Chellenger Lending No. 1 Phy Limdted
- Directly controlied by Challenger Treasmy L{mrt&d
_C"lallenge; Pmpﬂriy ?mam:e Lzm11ed

Orcinary -
weQedinary -

- Austraba -
- Australa .

Ordirary
: -_Ofdmary

-Austrafia
CAustrada

.'____A.Ug‘f?ra;%a orcémary
-"'._':Ofdinary

o Austraia
- Qedinary . .

L Austratia -

- Ordinary .
~ - Ordinary .
U Drdinary .
- Drdirary .-
- Ordinary
. Ordinary ©.

L Austragia Co
CAwstralia
-.Ch - Australia
e - Austratia -
ofe: - Austraba

; cAustradia -
~Ordinary

- Austrafia - : _
' " Orddinary -

L Apstralia o
~Aystradia
U Agstralia -

" Ordivary - '_
« Qedinary -

 Australia e Qrdinary
L Australia . Ordinary
Azmtraiia - --___.':..__Ozdmary -

Aa_irdizd - O?cémary -

. O?dmary
Qrdirary .

s '.'---Amirdifd
Nuw Zealand -

'-"__.Q_rciinary

- Ordinary L

tratia g
L Qrdinary L

CAustraka L Dydinaty

< Australia ~Osdinary ©




":'_':-'-ﬁNﬂte M Emeﬁmmtg in Cmﬁmiﬁeé Emt t eg(mntmed)

'-_"-(a) Cantmiied eﬂt:tzes {contmuaﬁ}

= Cwmfy cef

L Class of

T Equy
Cholding

- '-E);reacziy wmmiied t}y Chaitenger Whotesal
" Finance Moldings Py Limited: -
ZOM Australia Asset Holdings Limited
e Amderstar Non-Cordorming Finance Managemem
Py Lirnited (formerly TMA Management Ply Lxm;ze__d). o
“ingesstar Mon-Cordorming Finance Py Limited
‘ormerdy The Mortgage Alternative Pty Lf;mzed)
" nterstar Special Servicing Py Limited T e -
. formneddy TMA Special Servicing Pry Limited)

. Chaflenger inventory Finance Servicing Ply Limited - ™ -

- (formerly The Mortgage Alternative Holdings Pty Lfmffed}
- Brivectly controfled by Chaitenger muemory
Finance Servicing Py L;mlted e
CTEMAC Warehause C Trast - T e

- Directly controfled by tnterstar Ncm Cemfmmmg

- Finance Pty Limited: : S

NG O Warshnuse © “Iruai

" interstar Titanium Series 2004-1 Trust -~ . |

. dngerstar Titarium Series 2005-1 Trust -

| Dirsctly controlled by ZCM Austraha A&se‘;

- Hokdings Limited: '

- dnterstar Whnlesale Finance Hol dzngs Piy Ud .

- {formerly nterstar Securities Holdings Pty Lumzed} .

... Directly controlled by Interstar thie&a%e
_Finance Holdings Pty Lid: S
Cingerstar Wholesale Finance Pty Lirmited ~ -
. {formerly. Interstar Securities (Australia} Piy Lf‘mffro‘} Sl
- eterstar Securities Grternational) Pty leiied

o dnterstar Securities (NZy Pty Liraited, 0

- Directly controfled by Interstar -

- Wholesale Finance Py Limited:

L Uinterstar Home Loar Corporation Ply Limited ™.

- Jnterstar Sequritisation Management Pty Limit
Cinterstar Millenniur Series 2001-18 Trust
- dnterstar Millennivm Series Z001-1E Bust

- Anterstas Millenrdum Series 2001-2 Trust -

- rterstar Millennium Series 2001-3 Trusy -

- deterstar Millennium Sedes 2002-1G Trusy ~& 00
- nterstar Millenrium Seriey 2002-Z Trugt -
imterstar Millenniym Sesies 7003-1G Tust

- ingerstar Millennium Series 2003-2 Trust

frerstar Millenrdum Series 2003-3G Tust

- Anterstar Millenmium Series 2003-4 Trust -

Cdmterstar Millenium Series 2003-5G Trust

Tingerstar Millennien Series 2004-1E Trust |
interstar Millensiurn Series 2004-2G Trust
T interstar Millensium Series 2004-30 Thst

Ingerstar Mnlenmum Cx&’l&u 2004 A Tugt |

"-_Eé.e_zmuda L

: ZAus;zraIJa

._'Au5zraha

E Auszr IJa'

. Ausiralia,
~ Aussiralia

L Australia
_' 'Aus&ralla o

Australia ©

CAusiralia -
Australia
- Australia -

“Ausiralia

- Ausralia o

- Australia -

- Australia

L Australia -

CAustralia

L Ausiraliac o

- Australia -

- Ausiralia
. Australia

- Ausiralia-

- Australia -
- Australia
T Ausirelial

- Australia

SAusiralia

Australia -

. Orglirsary
 Ordinary

- Oedinary
Ordlinary =

U Ondinary
':'Gmmafy

L Grdinary L
o Qrdinarny e
- Crdinary )

Crdinary -
. COrdinary
Ordinary
" Qrdinary S

s Qrddinary
. Ordinary
. Qrdinasy
o Cddinary

~Crgdinagy L

- Qrdinary .
© Gredinary
- Orddinary |
- Ordinary -
S Qrdinary
- Chrebinaey




: ___Nmtegm_the Fi mm 'E Smtemems(commed)

555 f‘mete 34, Emf@g‘tmemts in Cmtmﬁéed Ei’“‘%"t ti @S(wﬂ?meﬂﬁ)

. --.(a} Cantmﬂexi emmes (cantsrmed) n

'--Camtry of ........ : 'Class of ..
............... chares

L Qrdinary -
L Qrdirary
" Qrdirary
L Ordirary |
. Ordinary
" Ordinary . -
- Ordinary
Orclirary -
Ordirary .
- Qrdirary
- Ordinary
UL Dedinary -
- Drdirary -
- Ordinary
e Drcdinary |
- Drdinary .
- Qrddinary
. Ordipary o
_ .O.rc%in_a__ry__ c

e Australia L
S Avstrala
- Australia
- Australa
U Adstralia -
L Australa
Austradia
- Australia
CAvstralia
_:"._A{z$f;raléa S
L L Austratia
L Australia
CAusfrala o
T Australia -
“hAustragia
- LAustratia
e Agtraka
New Tegland
*hew Zealand

- intecstar Millennium Series 2004-8 Trust -
e cinterstar Millenriuon Series 200510 Trist
S dntergtar Millermium Series 2005-20 Trust

- interstac Millenrium Series 2005-38 Trusy

trterstar Millenniusm Series 2006~ Trust, "l
-irterstar Millenmium Series 2(}@6~2G Traz&f'. ERR I
Nt Master Trist Series - .
-rferstar Millenrium Series Ware hill A Tzuaz
“interstar Millanrium Serles Ware Mill 8 Trust
interstar Millenrium Series Ware Mill D Trust -
: Cinterstar Millerriium Series Ware ML Trust -
L nterstac Millennium Series Ware Mill N st
S dnterstac Millennium Series Ware Mill R Trust
S anterstac Millenrium Series Ware ill S Trust
T interstac Millenrium Series Ware Mill G Trust
S terstar Millarrium Serles Ware Mill U Trust
< anterstar Millenriumn Series Ware bl Vst
e interstar NZ Milterinivrr: Wasehouse W Trust 70
L interstar NZ Miltenniun: Series 2004-4 Trust -

“Directly controllad by Interstar e B o -
U Securities {NZ) Pty Limited: R e

CCdnterstar Hore Loan CQF;}OI’dhO]? NZ i.mied . Cohew Zeslend . Ordmary Nt
- nterstar Wholesale Finance NZ Hmited o Mew Zealand . Drdinary

“interstac Mortgage Management Pty Limited we e Apstraka Qrdirary 7

“Directly controllad by Chatienger. : L Tl
~Life Holdings Pty Limited:

o Chsllenger Life Py Limdted -
~{formerly Challenger Life anie‘d)
Lhallenger tisted Investrents Lmied
{formerly Challenger Beston Limited -
Challenger Property Fands Managemem leded
Challerger Property Asset Managemant Pty Lfmied
o Challenger Management Services Limited
~{formery Challenger Bistech Managerment Lm:?en‘} _
o Directly controlled by Chatlenger Ln‘e F”ly L;mited
“Challenger tife No. 2 Lirdted -
o Divectly controbled by Cha[ienger L;fe No 2 Lzmited' :
“Challenger Corporate Sgperdmuat £ Ply Lzmwaed
o eeFinancial Capital Limited -

- Challenger Froperty Nommees Py Limlied
s Chiallenger Capital Madkets Llrmzed o
sl Challenger Life (UKD Lirited -
S CPHIC Investmends Pry Lmzied .
<. Challenger Invertary Fnance Pty Limlie{! o
formerly CPHIC Financial S”erwes P{y anfe‘d)
- Adlfine Holdings Ply Uaited -
Bluerer: Pty Limited .

___.'-.Ofcimary .

Agstratia -

- Austraiia SR '-."-Ozdmar}’
LT U Astralka - - Ordinary - .
:'Z'Aazsf*ralfa '

.._._Amircﬁza L

: Aa $1ra§ . Drdinary

L Ordinary L
o Qrdinary -
- Qrdinary
- Qrdinary
U Qedinary
- Qredinaty

A€J$1,rd§fd L

CAustralia

-"--_".Aaz&traléa .

ST Australia - -
'_ Uzmed Kingdom -

: Ausstratia -

T Aystratia L
- Aystratia o
T Austraia) o

- Oedinary



""-__.:.N@te 3@ Eme;@tmems g”z Cmtmﬁéecﬁ Em 't eg (comsme{:i)

"-'.{a} Cuntmi fed anﬁties {cmtmue{é} . e
Bty
holding .

- Directly wnimiied by Chai[enger
- Listed Investments Limited: R
.. Chatlenger U% Infrastruciure Hoidm{}& P‘ty Lm“lted Lo Australiac o . e
Anexus Asytratian Holding Company Ply Liml_zeig - Australia - Crdinary
T CSPPU tnvestment Company T Bty Limited - 7 © Australia. - :
. Besion Finangial Management Pty Limited ~ - . " T Ausiralia -
- Directly controlled by Chai[enger Emema&trmai EERUTER
fNew Zealand) Limited: S e
“Challenger Securities (New Fealand) me;fed ~Mew Zealand. ..
" Directly controlled by Chai[enger IS T
" Commercial Lending Lsmited el T
7 Howard Pacific Pty Llrmred e . Austratia ) COrdinggy o
M Saff Pry Limsted - e T L Australia " “Qedinary
. Directly controlled by Chai[enger e s
“Wealth Management Piy Limitﬁd S ST
- Garsigong Py Limited (i) - : o _ CAusiralia o . Crddinary -
T Chatlanger Managed Zmze»‘trr‘enls Lirmifed (m) - Australia COrelirary
L Gynergy Capital Maﬂagemem Llﬁ“l"?d (zv) -_ Auss‘zralia'-- COrtinary
- Genesys Group Hmited - el
CfFormerly Associated Planners Groug Lmrte‘d; { |} . _'Aus;zraha.
“Chaflenger Funds Managenmenyt {Nom“mees) Py | Lzmw:ec% (e Australia
- Challenger Margin Lend] Ing Limr{ed {iz) i g o Australia
- Directly controfled by - : s
~LChallenger Margin Lending L;mited R
- {Chaflenger ML Morinees Pay Limdted - - A S Australia v
" Dirgctly controfled by Challenger B e
. Propetty Nommees Pty Lsmited_ _
- Sabirand irited - 2 . L Cyprus
Wby Py Lirdted - “Australia-
“TLG Serviges Py Limited - Lo L Ausiralia e -
“ILGH Pry Limited - ce e U Ausiralia. - - Ordinasy
- . Tataverra Hersing P{y Lzm&ﬁd AR '-_Auszr ha'- i C Drdinary
- Brirectly controlled by TLGH Pty L;mited g S e
- The Liberty Group Consortium Pty Umited - : Auszraha L
.. Directly controlled by Mawbury Piy Lzmited AT B L e
. Cescade Pty Limited . Austrelia LT Grdingry
- Birectly controtled by Sabrand Limited: R SRR e e
- Lhallenger Hungary lr iematmr‘al Capna [mxe ‘tm"em aﬂd S L
 Management Limited : R
- Directly controlled by Chai[enger Hungary S
international Capital nvestment and Managemem lestad R " B
- Chatlenger South Monaca LLC (U5 - T T T e - Grdinary
- Directly controlled by Garrrmm Pty L;mzted T L e T e
 Moritistar Lending Pty Limited - - Avstralia - - o Ordinasy
~Foundation Weatth Advisers sz lelted " - " Ausiralia” - Girlinary
~Directly controfled by Synergy R R
- Capital Management Limited: © - - . S T e T
~Galaxy twestment Wrap Py ted T Asratia L Qrdinary

.-.I_.Oi'd.ib_a_.fy




335-N@tz-3§ m the Fi inancia E Swtem@ms (continued)

?}N@te 3@ Ewes;tmems in thmiﬁeé Emt t ies (continued)

e (a} Cmtrﬁéie& entmes (ccmtsrmad)

Camtrybf'... ".'.Class of .
y - chates -

s Darectty comm{ied by Genesys qup Lsmited

“Genesys Wealth Advisers Limited -

o {formerly Associeted Planners Fmamaf Se: vices Lamffed)

L AP Adviser Strategles Pty Limited - SRR

AP Strategic Finance (WA) Pry Limited

S Assoisted Planners ﬁtraIegic Fmazlce F'{y Lzmn:e*ci

Sl Solar Risk Py Limited - S - Agstralia v
:_'-.__Bam Financial Grop Py i.mrfed R Lo Australia
.._Aa;c:amaied thers A sz sz Llrmfed T e "Amirdifa_ o

- Agstraa
o Avstralia
e Australia
L Australia L

Ordinary . 100"

- Orclinary - ’ S
L Dwdinary
Ordirary -
T Qedinary L
. Ciedirary ™ . B
Ozdmary 100

) These cortrolled entlties have been gmmec& relied from the necessity ?o prgpar(, hnarcm% rapons it dCCDf’dlﬁf e wnn i s {)I"d{fl" 8/ 147 & £5iaik(3£} by lrle ﬂ.\us%railaz'}_
. L Sacurities & Invest neis Cornrission. For further informetion seg noles 3 ] . . e . .

S "--.(w) A at 30 e 2005, these anifies were 100% controlled by Challenger wom Iéo]dmga Ligrsta.
- < A A et 30 hune 2005, this araily was 100'% controlled by Challenger Commarcial %c,ndmg_ ?Ti_rz’lll.t,d._ :
:__ v As at 30 Jung 2005, whis entity was 100% corrodled by Garrdsons Py Limited. .

SO b As gt 30 hung 2005, this endily was 100% contrgiled by Challenger Funds Manag _]{ZJ’UGHL lezw{i
o "-w f\s a1 30 jum: A{J(} vm gnu Ly was 100% corn rolled by Qhal @ngez’ P{}r{éoho M‘umgi,mcf lemd

':f:"._(b} Asszgnmem c:f warram*& btzsmess T " e ' o
“Anan agreement dated 30 April 2004, Challenger en{er@d m(} & Deed f::f Asmnmem wzth Wegl,pac: Bankmg Lorpord{zm (WBC) whweby
1 legal and beneficial rights, title and interests in respect of the following assets and labifities were assigned to WBC.

1 Shares i b ‘fed mrpc}famm f%eld m mlaifm 1o er1d0wn~en[ warrarig
Sl Dividends re(:emaisle
"Wa;famt Ilabllziy o




"-'--'."'Nﬁ’te 35 mm @f Cmgs Guamme@

--__"Th\o faliowing whall; owned companies are parties to a Deed of Crogs Guarantes Lmde{ Whl"h eafh mmpcmy guammees the debts Df the ohers, "

L By entering in the deed, the wholly owned companies have been relieved from the requirerent to prepare & Binandal report and directors’ repcni
L under Clasy Order 58/1418 {3 amended by ¢ db‘§ Ordﬁ-,r 9‘3}2{‘?7 arsd O(}fﬁ?ﬂ} IESSLfDd by "{he Aas{zaliav Secarme: & inveatmer‘é:s; fommzswm

e Chaltengse Group Pty Limited
e {ﬂdowmem \Warrants. Lmted

'."-'-_[’he ahove companies represent a ‘f%osed Grf:w;)’ ‘w Lh@ gurposes of ‘fhe f%ass Qrder cmd a% theye A7 10 oﬁ?\or pates e} U=e Dﬂed 0{ Cmsa
- Guarantes that are controfled By the Cormpany, they also represent the “Extended Closed Group. The foll awzng wmpames were ﬂ:fea{,ed
~fromm their obligations under the Deed. by execwzmg F{evocatlon deeda in %ebzuazy 2006 L B . : . .

'w Chatienger Interoational Nortinees
s Merdure Link Agstralia Heited
_-_v Cha§ enger Fresholds Limited. .

Heyere. ) o

~{rher mxpﬂme& - e

_:'Pmﬁﬂ(mse} before income tax expense
.:-.__'irlmme tax expense . '

Totat changes In equzty Qi_her than these resuttmg fram transactwm - e
\mth OWRers as ovnges . - '

o)

" Opening SRS - Closing -
Tretatned L T losses
sas @ 3062005 -

g oL

. _-_{jpa |enger Gmu;} p[y de e T .. o . S .. PR _(2 8)_'

o Endownment Warrants Limited {frym“erly Chai enger Eqmtles Lirrit ed) - B RN I I oz
- Challenger intesmational Norminges Ltd =07 . e e _ {16 4y
---(Remifed in fei}{ua;y ZOGJ} . " ' :




Notes to th@ Fi mm'_ 1] %wtememts'(mmmmd)

I Assets o
T Cash and @gh eq{jw ems
L Receivables 8

.. }:quliy %e{:UﬂZIE‘S -
Total assets -
-Liabilities .
o Pavables - S
L rinterest beapng fiabilities -
.E:-_.-_mea;iom N |
e Total .E_iabi_ii'iiefs T

U Net assets

: Enuity :
S _Ccmvl%:)uted equzw
s Retained insses

S Tm'azi equity. L

“f}mte_ 36. Investment in Associates

?rmczpai erz%ry czf

aetivity mmrg}ora‘fror&

L eAustralia
- Ausiralia
~Ausiralia
U Awstralis -

T Ausirelia

. "Gd;rismna {Toawong ?!y 1.1(:% _"-'-_'-_Finaﬁcial Plansing .
e Carter Bax e ~Firancial Plansing -
" Garrisons (Burrie) Pty Ltd - Financial Planeing -
L Hs Yous Money Pty Limited - L Firancial Planaing .
CLDVG Py bimited -  Firancial Plarsing -
':::'-_._PeﬁSi()]}?rdH sfers . . Pensian Trangfers
Coe Direct Py B oo Busmens RRRREEE

'13:--__PowerStaie Financia! . . e :
c Services Pty e oo ---{“mdmal Plammz; wLCAugtralia
[ Synergy Consolidated Py Ltd | Financial Plansing Dealer : _'__'Ausiralia';_“
“ - Flue Deeans World Fund ™ Financial Planning © """ “Ausiralia . -
Lesst provision far DRI
dirsinution in valse,

T Ausiralia




i ._Carfymg amazm‘{ at 1he begmmnq m'f U%e 'fmdnczlal year R
Jewvestment I assodiates acquingd on acqualzlmn o{ Ylve Ocean& Wr:urid_furld
. Gale of infarest in associates - 7 :
- Share of asocates’ net profit.

.__'Carfymg amount gt the.end of the {znamd year -

- Share of the associates’ profit or loss:
--Profits befoce related _i_zjg:_c}_m_e g e
~rcnrne tax EXpense ..

- Brofits. after related income tax expense ..

- Retained profits altributable to associates al the bﬂ{;mmng of the mamal year .
. ....__Ac%JLn‘tmenf o retainged prm{ ts attributable to assovates solkd i current year. -

. Share of th{e dssacsa‘tes baiance shee't
- Agsets
':"'--Llab.ljrleb

L Nets assets, O

- ﬁ""-There WEIE N0 mmmgiment& o commgenr liabl zhﬂs ?elaizng m zhﬂ ae&am 1es. )

if_.N@te 3‘? Subs@qaem Evmts

U Challenger Life No. 7 timited, a wibistly owned su }sldlary of ii"e Gzoup( palé $2263 milmm in ze;;}nc[ e‘f tiﬂe secor >{J msia ment on its m\fﬂsimem S
a1 the Challengen Infrastructure Fund (2 controfled entity of the Groun). S :

“The Groug intends o explore market interest in an initiative to launch a Izsé:ed Auwallan Real Es’.a%e Investment Trust which Wli be annoum’fd
T 28 August 2006 1F the inftiative proceeds, i1 s snticipated that no lass than $500 million in directly heid real estate investonent progerties -
“wdll be released from the Group's alance sheet. If this proposed fransaction proceeds the Directors do not expect any material impact on the
" profit and loss of the Group, 23 all real 25iate investraent ;}mpﬂmﬂs were. zndeperdenzly ua\ued as gt iaa arIce date as duc,lo&ed ir: " note ‘H :

"'__No othier matter.or droumstance bas arisen that hag aﬁeczed ar may slqm{;camiy af aci
~(a) the Groups opaza'ilons ins future 'flrzdnmal years; o e
."-_{b) Ihe results of those operations in future fnancial years; or -

Group’ state of affais in future fnancial vear .




E Smtememﬁ (mntmued)

Notes to the Fi mmc

':"'-'Dmmg %he prewous {zna;sczd yeaz a tlaim 'foz fees reafmg 1 U=e ?3 Augm[ 2004 dCQUiSiEIOH of Assomaied Piamezs Wk odc;ed agamsi e

C allenger Financial Services Lirited. The Cormpany has denied Fasility and during the currens finandial year commencad proceedings in the.
- NS Suprere Court seeking a decharation tha the claim i invalid, The Direciors remain of the view that no material loss witf be incurred. -

o Af batance date a controlied entity, Challenger Lfe No. 2 Limited had recelved certain warranty claims in connegtion with the sale of & suomcﬂary._"
S nder the taems of {hp sale agreement the Company's. maxdimurn finandial exposure for warranty ¢l g gannot exceed §5 million..

. i addition the Group has over the course of its corporate rationalisation activity, given warranties to the purchasess on severa dgl’E‘El’Th‘:’l’\‘f‘”___
“wihich are stif oma{afzdmg at 30 June 2006. AZ the date of this rﬂpmri no matedal clains agamsz H'zcse waranties have been received by L
'ﬂ;e{”mup T . . . . . .

e ATG red ea%eé GS'I Rulmg 2004 o the Asygnment of Paymem Siream; inc udmc; uﬂder & Securlizgzaiz{:m Arfaﬂqemem The ralzrﬁg e
describes the ATOS view of how a securitisation works and the application of GST in relation fo a number of areas spedifically affecling the =
- securitisation, which could impact on Challenger Wholesale Finance subsidiary Interstar Securities {Australia) Pty Limited. In particudar the ™

S ruling nowe prescribes that taxpayers are not able to daim a redurced input tax credit {RHC ) for servicing fees, contrasy to previous draft raizngs .
- Previous accepted practice has been 1o claim a BITC for servicing fees. The ruling applies from 1 July 2000 for &l taxpayers. e responge to the .
o release of GSTR 200474, there has been sigrificant lobbying by the securitisation industry and as a resull the ATG has agreed 1o conguit further -
o widh ingdustry on GSTR 2004/4 hefore taking steps to implerrent the approach adopted by the ATO rul mg At 2 e date, of th 5 {epar‘t significant
o uneertainty surrounds the applicabiiity of the treatraeris desribed in the ATD auling dug to:

-2 Interstars method of arranging Snancing of mortgages via securitisation differing from %hai des;c:rzberf i 1hez_zllmg, . BT

_5 unceriaingy over whether the.courts wosld.allow Ihe ruling 1o have relrospeciive effect aiven certain canrary deaft zulmfgs gmd
s potential aspects of the ruling being araended a5 e result of continued industry Interaction with the ATQ and Treasusy, .

At balance dafe the Company was in discussions with the ATD in relation o the appropriate application of GST 1o certain transacions emﬂ{ed S
-into at the time of the corporatisation in December 2003. At the date of signing the annual financial statements, resolution, o{ this matter hac; ol
-t peen reachied with the ATO. The amount of GSTinvolved s not considered 1o.he matedial by the Directors. 0. .

S -in the normal course of business, the Group enters into various types of business contracts that could gz\,re Hse to cm*{mfgent [iabl zhes i,
-relatinn to perdormance obligations under those contracts by certein members of the Group. e . . T

- "The information usually reguired by AASE 137: Provisions, Contingent Liabilities and Con?mgpnz Amﬂrsr i r;of dzsc:lmed o ihe cgrmmds U*ai it -
o may serigusly prejudice the outcome of the claims. At the date of this repert significant urﬁceri:alrl%y exzsfs ﬂ:gardmg arzy patermal _|Jdb|]|‘iy under
N ‘Lheue ;lmma, %;_awever the D;rec:{ora are of. twe oplruon %ﬁai oo mdzeflal Ims wm bﬂ m{:ufred _
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(a} Expsd ana’{mn of transition to AIFRS : DA S o T
- These financial statements are the Group's fifﬁt cor ;soifdateé {fnancza siazemems p?epmed in acmrdance wréh AFRS, The p(}izce& 3e1 ot in z”ﬁe )
- sigpifigant sccounting policies seciion of this report have been applied in pregaring the financial statements for the financial vear ended 30 hune -~ .-
- 2006, the comparative information presented in these finandal statements for the Tmam::a | year ended 30 June 2005 and in the g{epardzlan of "
Lartapening AIFRS balance si?ee‘f” as at b July 2004, {he Groun’s date of transition). - B . e

~The adoption of AIFRS has a material effect on the Groups reparted financial ;}mmov However the rmplementaﬂon af A[FRS has had o, mg c_t L
~on Chalienger’s economiic strength, sisk manageraent, pzac{zcea‘ o caﬁh {owa Qf iﬂﬂ uflcieréymg bu&mﬁs& . L L

T types.of adjustments arise from the transition to AIFRS; 1. e
-=. those concerning recnanition and measurerent of e in the fmdrmal s‘fa[emeﬂzs, rmd
~e - those concening presentation and discosure of items jn the finendial statements.

“Recognition and measuremand adjusiments that arise as a resul{ of the transition process are fec:ogmgzed in elthﬂr eiamed BArMINGS O A
_appropriate equity reserve at the daze of zranm'{mn (1 July 2004). They may affect {eporiﬂd ;}mﬁt o equ for pe;*r)ds' af{er zha% da{e e

o Presentation and disclosure adjustiments da net impact total equily of releined earnings, .

""“ih\o transition to AIFRS changes a number of the Groug's accounting policies. Based nn AIFRS a3 wrreﬂzly 55uec§ 1h£' areas. o{ mmi_
--;mpac’i end the zranamma% adjuszmefl%s ar amc; {mm a;)phc:aimr* mf Ali R‘S are summarlaed bﬁiow Lo
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- Future AIFRS changes are expected that the Croup yil] need m add;es&, irghiding Phaze # of the 1ASBY insurange pro;er“t The Grmup con‘fmues .
o monitor these and other developments, incuding emerging indusiry praciice, additional guidance refating to the application of AIFRS am}
- ingerpretations subject to international debate. These develpprments may require future changes to the Group’s ACLOUNLENY. polmeg These .
“changes may be reflected in the Groups 30 June 2007 financial report, or e later financial repart as approprisle.

CThie guangfied cumalative impacts of the application -of relevant AIFRS on total equity and profit as detailed below have been pze»emﬂd irs _'
- abdes which form part of this note. All adivstments have been presented on & pre-tax basis, the tax effects where applicable are disclosed -
. separalely in the tables. Adjusiments aris mg frarn AIFRS. :2di“i(fa{d> appi mai}ie from 1 Jazly 2004 ﬁwe beer segrﬂgafed from those arising Tmr"s
- standards applicable from 1 July 2005, - . o e AR . N

_:_“H;e Groug bas made i3 election in ze\aimu 0 the 1rar%$zho1=al xR ptm &= allawed by AASB '1 Fu;r ffm.: dd0,0fIOf? of AUSI’.’“aJ"fdﬂ E(;zmvaz‘mzs* Zo. .
_ mtemar‘aonsf Financiz! Repor?mg Sz‘amdardX as foflows; S . . , '

ARSE 3 Business (0 ombmafsom was not app u%d wirc:»s;ppc‘ézvely io paai busme;s ccam;:slzlaticn w (l =3 m i}m ness (:f:mx} ﬂaizms hat {sc:c;urred -
- before the date of {ransition o AIFRS). | e . - : : : o
- Designation of previously remgmsed fmam:za[ msiruments e ST T e T T
- Finangial insiruraents were de&guaied as firaricial asscﬂr o, |abs|r£ms ai il vaiae Lhr@ugl pmﬁt or ioss_or as avaiiaiﬁe fc_a_r sal_e_ althedate
—of gangiton w AIFRS, T e . e ]
= ."Exemptaan from the requ;ramem fe restaie comparatwe mﬁ}rmatmﬂ AASB 132 AASB 139 and AA&B 4 e
LLThe Group has elected to adopt this exemption ard has ot appiied AASE 132: Fingncial instrurmients: Presentation and Dmcfosure, .
. ARSE 13 Fnancial instrunents: Recognition and Measurement an{,{ AASEA mswanc:e cutracts o s comparative, information, |

3..”H iere are 1o maiﬁriai dzﬂ ererces &ei:ween 2hﬂ st Eeme*m Qf c,a5%1 2Iowa pe eseried zmder Ai?’RS aﬁd aznde*r fs pfevmus; D&“;i& of at;c,oummg {A’” AAP} o




 Notes to {t?’i'{ie:jF_Eitt%_a_r‘%eciéasf.5--'."_55;1??3??%@-??’?‘5?f?-’ﬁ‘j‘?i-“%-.f-@-@nﬁh*-_-%%d)i..’-* |

S _--:__Tc:rtai equrty a3 reporied under Ausirairan GAAP
- Effects of transition to AIFRS on tr}tai eqwty ;

T tmpacts on retained earnings
o Derecogniition of EMVONA
o Transter to share based paymemi& reserve.
- Reversel of gnodwill amotisation -
1 Reversal of internally generated pmﬁ_t )
J Reversal of wansaction costs
[ Recognition of restricture costs
- LLhanges i provision dzswumiza[e ﬁ
L Relocation provision - - .
U Tax effect of ransitional ad;uaimap_ _
S impacks on conbritded equily : -
o Derecagnition.of share hased. paymﬂ-m schemes "
S impact on reserves T T e
Transfer from retainad e mmgs io £ hare Co
‘hased payIHenis fesenve.

e --:._Tc}tai adjustments to. equdy
o -__--To‘cai eqmty mgastired zmder AE%‘-RS

W R W N

e

' (119 4)_-.'._’
- .1r(}__58__2 . S

- "i? 52) "
CLGREE -~

;__."'-Expﬁanatnon af a{ﬁgustments R IR R e B .
St Excess of market value over net assets (EMVQNA} S AR : T e
co L nder AFRS, any EMVGNA balances arising from increases in internal valuation since the ac:t;uzsﬂmn 0 eaiabhshmem of the wnfrf:riled emuty
- ogan no longer be recognised. Further, the consolidated finandal statements are required to reflect the values recognised in the underlying net
~ assets of the controllad entity. The opening retained earnings adjustment reflects the derecogrition of the EMVONA balance 2t 30 June 20(}4_,
___'f-he c:?aie f)’f transition, The EMVQNA ad Juatmem refates endl rely o internally generated goodwill There &5 no tax impact from the EMVONA 0

..-2Sharebased;&aymems-“"' e
o Under Australian GAAFR the Group recognzsed ol its aaidn(:e heet shiares issued to employees under the Challenger Long Term Incentive
o Plan (NP} and an associated LTIF loan receivabie. No expense was recognised for equity based compensation. Under AIFRS, an expense is

recognised over the vesting period of the instruments based on a valuation of the instrument determined at grant date. When an insirument
s gramdetd, and an expense incuired, there s a corresponding increase in the share based paymenis reserve. The ppening retained earnings -~
Ladjustment reflects the recognition of the share based payment expense up to date of ransition, and corespondingly an amount recognised
L as A separate component of equily as a share based payrents reserve. The retained carnings adustment at 30 June 2005 reflects the alicsf“dnors _-
1 of the curnulative shiare based payrents exper&s&e To.gach mer regorimg g:;ericaa “H;e?e is no lax ;mpdct from share aased ;}aymeﬂ‘za . '
30 Reversal of goodwill amortisation ™ T e
o bnder AGAAR goodwill was required o be amor tlsed over ‘fhe period bﬂne'fli:s were expecfed w be ecewed ‘wi 10 gzﬁafef z”'lan 2(} yeara T
o adnder AFRS, goodwill Bs nof subject 1o amortisation, although it s subject 4o Impairment testing. The amortised value of goodwill at the date .. -
Cooeof transition has been set as the initial carrying amoung for AFRS. Therefore, there is no opering retained earnings impact at date of fransition. | -
- The retained earnings acfustment st 30 fune 2005 reflects the reversal of the) cumuiazlve gdei l amar{zSdzc}ﬂ prﬂwmusly expemed under DS
S AGAAP I each period. There is no tax i mpdct an rzmomsatlon of goodw;ll : . - _. SR

g internally generated profit * s o T eI
-The consolidation of Specal Pu;pose Veh ciez» mde? A[i HS has resul ied in dismbumws of ntema% y gener&ed pro{i o Cmu;} mmpames from :
--Speaai Purpose Ve}ucles ar;s;mg [{Qm iE Sale af m:m c,am‘omzmg Iaaﬂs whlch have been rﬂmoved Lo "
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5. Reversal of transaction costs - o s
Uncder AFRS the carrying value of investment properifes i% 1 Ionge{ zeduc:ed by fransaction costs (NSW vendor duty) mwever w}wre

o emanagerment hag an intention o sell & progerty, we have a constructive obligation which i f‘equ{%d m bﬂ fovz{!erﬁ fcar Thu acijuss‘fment i% ‘the
- et difference between the reversal of the %ransac%mn cnsts and the amount prawded for . - . .

6. Recognition of restructure <osts on acquzsztmn T T e : :
: j_Cericlzn reszrazclurﬂ oSty prﬂu sasly fecoc;mged ir goodwdi im{ﬁe? Austza =1y \;AAP no Ionge{ S&Ub‘fy émﬁ maze szrmc;em reqwremems for

? Change in prOViSiOﬂ drscoami rate FRRR ' ’ e T
Urder AIFRS provigions are now requlred o be discawied by & ;}{e tax rate Hzat re[lﬂcts c,urrewa ’ﬂarkez fjssessrr‘enf's o{ ihﬂ irae val_ze 0? money o
~and. the risks %pefmc 10 the fiability. - .. . e L

g Deremgmtmn of share based paymeﬁt LTIp shares ST e T o . R
. The LTIP shares do not meet the definition of Eguity imdﬂr AI?RS and ‘13\.«& # s Jeen remav&d from zhﬂ Grr;wp fi ﬂam;iai siaiemema aimg Wliﬂ e
" he nonerecourse loan ised 1o acuie tﬁe [ug ;hares _ . S L T

R Reiocaiaonprowsmn-----'""-' B e
e Thie lease cordract for Aurora Place reqwre's the Group o r"saice good H;e g{@mues at 1he end of ‘fhe iea Umﬁer AGAAPR the Group had not ™ -
U U provided for make good costs. Under AFRS, a provision is reguired 1o be raised as the Groug has a present legal obligation as a resuit of a past 0
revent 1o incur the raske good costs at the end of the lease. The provision for make good costs has been calculated and. dzmamzed usmc; a pfﬁ« 3

[t rate that reflects current market assessments of the time vadye of money and the risks specific to the lisbility. . i, S

'(E)} Reconcdliation of net profit after incotne tax atiributable to shareholders under AGAAP 1o that under i??&&
' Cansahdatad

Net ;:‘H‘C}‘fi‘{ after income ‘tax as repwted uﬁder Aus‘crahan GAAP o
“Effacts of transition to AIFRS on- ne‘; pmﬁt o LI

".Share based payrment expenses -
HReversal of goodwil amor rls;allon e
" Reverssl of internally generated profit -
" Recogrition of restruciure costy .- e
~Changes in provision discount rate,

- Tax effect of AIFRS adjustmants .

" fotal AMERS adjustment to net profit |

" Net pmﬁi after Income tax meazsured Lmder AiFRS

Expianaﬁan of adgu&imems e

~. 1. Share based paymenis : - B Lo B

- Arler AASE 20 Share based Paymeﬂf: an pxpense i {ecogrﬁzsed fer Me Iong term shdrP bwed mcemjve p fan over the vestzng pprlod of 1he o
e msuumeni% bdsed o8 val_zd‘zlf:un 0‘5 ‘Lhe fl‘;ilumﬂnib deZEfmmed a{ gram date This exgense has feswlled il a decrease ir: p*evzsmly it pwied_ )

T AGARP peofil. - . : S : . . . I

ey Goodwﬂiammmauom""--""--' . . . e . T RO .
- Under AFRS goodwill i no onger armaortised bu‘i ig sui ;e{“t ) armual mpawmmi “{esimq Tm% ﬁas ?esui'red i “{he removaf fn'f ii?e gomdw‘ll
" armandisation chiarge with g r&‘bul{aﬂi fngrease in proilt . . ; . L o

L The conselidation Gf’ special purpose vehidles ynder Ai?RS hag feeulé.ed i du‘tr#bazlans of- m{ermlly genefated pmfn: 1(:: Gmup (:umpumes 'frc)m .
. Spedal Purpose Vehicles arising from the sale of non- cc:n*{carr"smg oA, _whzr; ] have i}een {emmrﬂd L

- Recognition of restructure costs on acquisition ' R e L
- Ceriin restructure costs praviously recognised ir goodwill im{ﬁe? Auswa i&n \;AAP gle) Ionge{ sam{y éve maze sarmc;er_wt rc-c;mremenm f )
. recogriition under AASE 3: Business C{:}mbmazsms ard are requzred o be ex;;erised 'thrcu;h the ingome slaternent, T i L

5. Change In pmwsion dliscount rate - S - ’ ’ : o U
- Ursder AIFRS provisions are niow requlred 0 be dfscamﬁ‘{ed by 2 ;}1e~1a:< rate U=at reflec‘ts LU markez assessments of mc- ézme value 0? money C
e amd Zhb risks Spefl?’lc ‘tm ’the ldi}ill{y T
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co 6 Tax ef‘feci of AIERS ad;us’tments a T I
L i accordance with AASE 1121 income Taxes al l AI{”RS ad;ustmems are Lax ot fected cmd a8y acﬁuﬁfrr‘em;; tha% may arise ds o resuli are 1aker_
1o the incare staterment uniess specifically required o be accounted for ss g wpa;ate com*pfmem uf eqmty m aacordame Tl AASB ?32

- Exemption from the requwemems 1o resiate comparative information e

The Groun elected to apply the exermptions provided in AASE 1 which permilg emzues rict ‘th apply the fequirerr‘enfg oa’ .
~AASE 1321 Financial Instruments: Disclosure and Presentation, AASE 13%: Financial instruments: Recognition and Measurement and .

-AASE 4! Insurance Conmlracts with respect {0 the comparative information. As & result, the Groug has chosen not o present it (:om;.)araizve -

-information in accordance with the above standards in its Hrst year of transition. The Group has chosen fo apply previcus AGAAP inits ™ &

o eeomparative information, disciose the basis used 10 prepare this information, and disclose the nature and effect of the main adjusiments |

. '--_am{ﬁef ricite 39(f“) bed oW, ”She adwﬁmen@ reflect the comulative effect these standards would have on tofal squity at 1 Juiy 20(}“} f Uzey

-Total equfty measumd under AEFRS at 30 3une 2005

oo AIERS adjustments to retained eammgs
[ Revenue recognition — effective yield :
S Valuation of financal nstruments u5ing L';i_d
“arsd offer price gross of transaction costs

CAdiustment 1o policy oldess” liabilities ~- R
Tax effect of the above transitional adiustments -~ 00
U AIFRS adjustments to reserves: - o L
© U Recognition of cash flow hedoe dervatives -
S Ta effect of the above transitional ad;uaimem

C - Cash flow hedge reserve SPVs ISR

: : :Tmai adjustments to equity as at 1 Juiy 2005 -
. ."--Tcﬁ:ai equ;ty measired under AIFRS as 211 JuEy 2005

AR A v IO ;-_1 ,__058_._2
,‘i Re\!éﬂu&?etﬂgm‘{wﬁ E‘fféiitweyieid . . PR, e e o
S AASE 118 Revenue requires cerfain up{fom {znamzdi service 'fees 1o be remgmsed as e;rher {ees rfﬂ.ecgral m twe P'f?ec{zve interest {ate of a ioan of
sl spread over the period o{ the service. Fees that are integral to the effective interest rate of & loan must be recognised using the effective interest ™
1 method outlined in AASE 139: Bnancial instruments: Recugnition and Measurement. Fees deemed a3 service fees dre t be amortised over the
o period of service. AIFRS also requires deferat of related costs where these are both direct and Incremental 1o the origination of the contract, .

~The use of the effective Interess rate method has resulled in a reduction of retained earnings. The Group took advartage of the exemgtion Z_ "
- granted in AMSB 1 First-time Adﬁpz‘wn of Australiarn quvaienfa o imema?fmaf Fi mam:rai Repor ?mg Standards. rmd Lhme nm m ’EDﬁfe if;
- comparatives. : . e . . . e - . .

20 Valuation of fmancaa] ms‘truments using bid and c}ffer prices dﬂd ’;he remoua[ m‘ tramaciion costs T B
U AASE 139: Financial Instruments; Recognition and Measurerent requires that in valuing financial instruments at fair valuee H'ze dppropr%ate
Cguoted market price 4o e used is the bid or offer price. Under AGAAP ail financial instrureents of the Group measured af Tair value and L
C transacted inan active market are valued g1 the mid price less acouisition costs, The Group has adjusted all mid prices to bid prices and ddjm[,ed S
- ufor fansaction costs. This has resulted i1 & decrease in refained sarnings on 1 kily 2005 a5 the Group took advantage of the exeraption granted ™~
LI AASE 1 Frseuime Ao‘o,own of Australian Equivalents to !m?mazmnai Financial Reporting . Sz’andam‘s and chose not to fP'szd fe its cor"spara[wea.

o030 Adjustments 1o valuations from investment contract aret fife insurance contract Habilities . e .
" AIFRS regiuires life insurers to dassify insurance policies between Life Insurance Contracts and Life vaes‘tmen% C”m HEaCs. The ma;onzy fnf lite

insgrance policies fannuitias) issued by Challenger Life No. 2 Himited do not contain sgmfzcam '-'surar;ct- risk ar‘d are da‘:SifI“d a3 Lfe -

--irwe:;‘f rment Contracis uﬁder iha remed Wersion Qf AASB ‘1{138 L:fe m;urdm:e Cuntracts.
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- AASE 1033 requires Life Investment Contracts 1o be measured in accordance with the fair value principles set for'fh i AASB ?39 !mamaf

Uinstruments: Recognition ang Measurement and AASB 118: Revenue. Measuring policy lisbilities ynder AASB 139 ard AASE E18 resut Hy iy
. ehanges in the valugtion princiies currently applied by Challenger Life No. 2 Urnited as follows: E

g - Under Australian: GAAFR, the discount rate applied in the valuation of the investment contract and Ier instrance {:mwacz |abzI;f|es W based ’
- the expecied market return on the investraents that backed those congracts. Under AIFRS, where mvestmeni vontract and life insurance ™
- contract Hisbilities are not linked {o the performance of vestments that back those contracts, & risk free discount rate must be used. The risk .
- free discount rate is determined by the Appcnn%ed A{‘fuafy based on: the mid  Sivap rdies, deperlumg wn the rwa%me, structure and ferrs Q‘f the
Lo contract fiabilities. ’ . . e e . e ’

(b} The opening ;eiamed eamzngs a(‘fjuﬁfrr‘enf reileczs the changes fr{)m (a abover 8% ‘fhey unpaci the \faluaiamn c‘f thg nvestment mntrdcl and e
| life nsurance contract fiabilities at the date of frarsgition (1 huly ZO{J%) The Crcw;} hiag 1akﬂr= advamdf}e o‘f the E'X&}’T];}ZI{JI’\ qrdmed in AASE 1
“and chosen not o restate iy comparatives, 1T L . L e

gk Unider AGAAR all acquisition costs Incusred in el amn 0 a{,quizmg new Ier insgrance busmeas werg de{erfed as par'f a'f mvesimem contract
“and life insurance contract isbilities and subseguently recognised in the incorme statement over the zfe of the contract, Linder AIFRS, ‘the R
— treatraend differs for those contracts whict) are designated 23 investrent contragts. :

'_'Ur%{!er ARG, acquisition costs asising in relation (o investment contracts can only be defe{red s} ?ﬁe exiem they are § m:{@mema rmd d;zectly

[ attribitable to securing the Individual contracts. Otherwise costs are recognised and expensed a5 they are incurred. The AIFRS adjustrments are '_ .
Lopnior 1o accounting for any related tax impact, as ary tax effect is recorded separgiely. The opening refained earnings arfjusirnent to poficy

-holder liabilities includes the derecognition of cumulative deferred at;qmslism costs in rﬂspec,t of. m\feaimﬁm congracts at the date of 1rdrz<fimr*

' -_-_4 Recognition of cash flow hedge derivatives A ' R

. The Groug uses derivative financial instruments including mie{est rate swaps ané {a2ures i_lfwcier AGAAP Costs arising &t 1he timg 0‘2’ enie;%mg
it hedge transactions were bmug?@i to.account in 1he ncorme statement over the ifves of 1i'=enedge gontracts. B{jrzmwmga were: ref“ordtfd d_z -

y ._'-_"?mmrtbed historic cost. . e L . . ) N - e . IR

CLUAASE 139 Fingnclal msirumenfs fs‘ecegnm{m and M‘Pasummrni reqisres all dmwatwes o i)P RO ci o1 the baidm:e shﬁ-et and meastzrecﬁ
- et fair value. Gaing and losses arising from: c,haﬂges ity fair value will be recognised in the income statement, unless hedge accounting is appiz\od
-0 accordance with AASE 10 Frst-time Adoption of Australian Equivalents fo International Financial Reporting Standards the Group has ~

- elected o adopt the exemption applying to AASE 138 Finandal Instruments: Recogmhmz and Measurement” and fhug there is no restatement
“of mmpardwﬂ rrsforma!wmn These adiustments are reflected ina staternent ot changes to equity 2t 1 July 200% ag per note 3900 pbove.

.._"'-_'Ur%{ier AGAAP 2l derivatives transacted within Challenger Life Mo, 2 Umited were accounted for on a fair value basis with changes in fazr
C.value recorded in the profit and loss account, Therefore thg treatment of dedvatives in Chalt E*m;e? Lite No. 2 Linited will not 1o be §|gmz’ t;rmiiy
affected by the itrpduciion of AIFRS.. e . - . B -

_The Spedial Puspose Vehicies in the Mmr{gage Mar&dc}emmz bwmess mﬁdge expasure e m‘{e{esz rale amﬁ exchange rate rsk LISiFICE denva%mﬂ L
Hfimandal instruments. Al derivatives in these Spedat Purpose Vehicles are designated as cash flow hﬂdge‘; The adoption of AASE 133 in this -
_area has resuited in derivative assets and liabikties recagmsed on ‘fhe isd =ala sheﬂi 'ﬁeas;ured at ‘aff value and a nevy cash-flow | aedgb reserve -
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Independent audit veport to members of Challenger Financial Services Group
Limited

Beope

The financial report, remuneration disclosure and divectors responsibility

The financial report comprises the balance sheet, Income statement, statement of changes o equity,
staternent of cash fows, accompanying notes o the financial stafements, and the directors’
declaration for Chellenger Financlal Services Group Limited (the company) and the consolidated
entity, for the year ended 3¢ June 2006. The consolidated entity comprises both the company and
the entities i controtled during that vear,

The comipany has disclosed information as required by paragraphs Aus 254 to Aus 2572 of
Accounting Standard 124 Related Party Disclosures (“remuncration disclosures™), under the
heading “Bernuneration Report” in Seotion 13 of the directors’ report, as permitted by Corporations
Regulation ZML6.04,

The direciors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial position snd performance of the company and the consolidated entity, and
that complies with Ascowting Standards in Austrela, In sccordance with the Corporations Act
2001, This includes responsibility for the regintenance of adeguate acconnting records and infemal
controls thet are designed to prevent and detect fraud and ervor, and {or the ascounting policies and
accounting estbmates Inherent in the financial report, The dircclors are slso responsible for the
remuneration disclosures contained i the directors” report.

Aundit approach

We conducted an independent audit of the fnancial report in order 10 express an opinon to the
mermbers of the company. Oty andit was conducted in accordance with Australizn Auditing
Standards in order to provide reagonable assurance as to whether the financlal report s free of
material misstatement and the repuneration disclosures comply with Accounting Standard AASE
124 Related Party Dsclosures, The natare of an andit iz influenced by factors such as the use of
professional judgerment, selective testing, the inherent Umitations of internal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an andit connot gusrantee that
all matecial misstatements have been detected.

We performed procedures o assess whether in all material respects the financial reporl presents
fairly, i accordance with the Corporations Aot 2001, including compliance with Accounting
Standards In Anstralia, and other mandatory financial reporting requirements in Austrabiz, 5 view
which is consistent with owr undersianding of the company”s and the consolidated entity”s financial
position, and of their performance a§ represented by the results of their operations and cash flows
and whether the remuneration disclosures comply with Accounting Standard AASE 124 Related
Party Disclosures.

We formed our audit opinion on the basis of these procedures, which included:

® examining, on 4 test basis, information 1o provide evidence supporting the smounts and
disclosures in the financlal report and the remmimeration disclosures; and

¥ asgessing ihe appropristensss of the ascounting policies and disclozures used and the
reasonableness of sigrificant accounting estimates made by the directors.

Liabiliy fniled by o seher
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While we considered the effectivensss of management’s internal controls over financial reporting
when determining the nature and extent of vur procedures, our audit was not designed to provide
aasurance on nternal copdrols,

We performed procedures to asseas whether the subsiance of husiness tansactions was accurately
reflected in the Runencial report and the remuneration discloswes, These and our siher procedures
did not include constderation or judgement of the appropristeness or reasonablensss of the business
plans or strategiss adopted by the divectors and management of the company.

Imdependence

We are independent of the company and the consolidated entity and have met the independence
requirements of Australian professional etidoal proncuncerents and the Corporations Act 2001 We
have given o the directors of the compary a written Aunditor’s Independence Beclaration a vopy of
which is included in the Directory” Repost. Tn addition to our andit of the finencial report and the
rermumeration disclosureg, we were engaged to undertake the non-audit services disclosed in the
notes fo the Hoancial staternents, The provision of these services has not impaired ow
independence.

Audit opinion
in our opinion:
i the financial report of Challenger Financial Services Group Limited is in accordance with:
{(a)  the Corporations At 2001, tncluding:
{i} giving a trie and fair view of the financial position of Challenger Financiel Services
Group Limited and the consolidated entity at 30 Jane 2606 and of their performance
for the vear ended on that date; and
Gy complying with Accounting Standumds in Australia and the Corporations Regulations
2001 and
Yy other mandatory finencia) reporting requirements in Australia,

2 the remuneration diselosures that are contained in Section 13 of the directors” report comply
with Acoounting Standard AASE 124 Related Party Disclosures

Bt & Young

Brian Long
Pariner

Sydney

5 August 2006
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rirscipal Registered Office in Australia
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Australiz

Level 41, Aurora Place
88 Phillip Street

Sydney NSW 2000
telephore 02 9994 7000
facsimile 02 9994 7777

Level 10

31 Colling Street
Malbourne VIC 3000
telephorne 03 8616 1000
facsimile 03 8616 1111

Level §

175 Eagle Street
Brisbrane QLD 4000
telephorne 07 3218 8000
facsimile 07 3220 3132

Leve! 3

55 5t Georges Terrave
Perth WA 6000
telephone 08 9223 7800
facsimile 08 9221 2489

Lavel t

212 Pirie Street
Adelaide 34 5000
telephone 08 8211 7777
facsirnile 08 8212 1661

Lavel |

27 Elizabyeth Street
Hobart TAS 7000
telephone 1800 245 636
facsimile 1300 309 422

Inwvestor services
133566

Adviser serviees
- 8GO 621 069

vi.chatlengerncom.au




