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LOFTUS

MEDIA RELEASE — HALF-YEAR RESULT
21 February 2006

LOFTUS PAYS 2 CENT INTERIM DIVIDEND AND INTENDS TO
RETURN CAPITAL

For the six moenth period ended 31 December 2005, Lofius has reported a net profit after tax
of approximaiely $353,000 (compared to $1.37 milfion in the previous corresponding period).

The Directors are pleased to declare an interim fully franked dividend of 2 cents per share
(last vear 1.4 cents) payable on 31 March 2006.

The decline in profit was directly aitributable to a reduction in share trading activities
undertaken by the Company. The Board and Management have directed the Company to
focus its capital on acquiring and consolidating Funds Management and related businesses.
To this end the Board believes that the Company currently has excess capital 1o undertake this
business plan.

Therefore, the Board is presently considering a number of options to return capital to the
Company’s shareholders. The substantial {ift in interim dividend is a part of this process.
Other returns may include further fully franked dividends, cash returns of capital and -
specie distributions of core equity investments.

Currently, the Company owns 75% of Clime Agset Management Piy Limited and 50% of
Camelotfund Pty Limited. The Company is in negotiations with a number of other
Management companies and expects o announce further acquisitions in the next few months.

The Company benefited from a lift in management and consuliing fees in the 6 months.
Dividend income also rose as major investments Aevum Limited, Waterco Limited and Jasco
Holdings Limited lified dividend paymenis. However, valuation movements were subdued in
the period.

Gur investment in HomelLiesure Limited disappointed in sharemarket returas but has recently
reported improved earniags leading to a strong il in share price afier the reporting period.

The Directors infend to make further annocuncemenis as the capital reduction plan becomes
more developed.

For further information please contact:

Mr John Abernethy Mr Antony LEynch
Sydney Melbourne
03-9251-6444 (#3-9639-6360

Loftus Capitat Partners Limited
Level 29, 35 Collins Street, Melbourne VIC 3000
Telephone: +61 3 8639 6360 Facsimile: +61 3 8639 4338
ACN: 067 185899 ABN 37 D67 185 899

www.loftuscapital.com.au



Loftus Capital Partners Ltd - Appendix 4D

LOFTUS

LOFTUS CAPITAL PARTNERS LIMITED
(ABN 37 067 185 899)

Half-Year Ended 31 December 2005

{Previcus corresponding period — Hali-Year Ended 31 December 2004)

Appendix 4D

Ledged with the ASX under Listing Rule 4.2BA.1

Results for Announcement to the Market

$
Revenue from ordinary activities down 92% to 1,367,700
Profitf{loss) from ordinary activities after tax down 74% to 352,981
attributable to members
Net profit/(loss) for the period attributable to down 74% to 352,981
members

Franked amount per

Dividends per share Amount per security security
Final Dividend {paid) 1.75 cents 1.75 cents
Interin Bividend {proposed) 2.00 cents 2.00 cents
Record date for determining entiflements to the dividend is 15 March 2006

Explanation of Revenue

Revenues for the period decraased as a direct resull of reduced share trading by the consolidated entity and & change in
accounting policy under AIFRS wheraby, from 1 July 2005, only the net gain on the frading portfolio is recorded in the
income statemeant (as opposed fo gross income and cost of sales on investments disposed). The consoclidated entity,
however, racorded increased revenue from dividend income of $0.66 million (December 2004: $0.48 million) and $0.49
mitiion from consulting and other fae based aclivities (Decamber 2004: $0.34 million}.

Explanation of Net Profit

Net profit after fax decreased by 74% to $0.35 million (December 2004. $1.37 milion). The decrease in owner eamings in
comparison with the prior six month period reflects a reduction in net unreglised and realised gains on trading and core
Stocks.

Explanation of Dividends

Aninterim fully franked dividend for the half-year ended 31 December 2006 of 2.00 cenis per share, iotalling $1.04 million,
is recommended by the directors. This provision was not declared prior to patiod end and is therefore not reflected in the
ACCOLHS,

Note - Piease refer to the commentary attached to this Appendix for further analysis of the resuit
for the period.
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Net tangible assets per security

Pravious
Current period corresponding period
Net tangible asset backing per ordinary share $0.715 $0.785

Note — The Net Tangible Asset backing figures quoted above are calculated in accordance with
ASX Listing Rules. There will continue to be differences betwaen the monthly NTA position {as
reported to the ASX) and the statutory NTA calculation as reported in the company’s periodic
statutory financial reports. This is a direct result of the Directors’ obligation to report the ‘net
market value’ of the company’s investments to shargholders on a monthly basis (in accordance
with ASX Listing Rutes}, versus the statutory obligation to prepare half-yearly NTA calculations in
accordance with Accounting Standards.

Details of entities over which control has been gained during the period

Effective 1 July 2005, the Company acquired a 75% ownership interast in boutique fund manager
Clime Asset Management Pty Ltd (“Clime™). Clime was established in October 2001 by Mr Roger
Monfgomery. Clime had approximately $40m of funds under management at the date of
acguisition {now approximately $48m) and generates revenue from two business activities,
nameiy:

» Managing the investment portfolio of Clime Capital Limited {ASX Code CAM); and
+ Managing the investment parifolios for various Individually Managed Accounts on behalf of
‘sophisticated’ and/or wholesale investors

Roger Montgomery wii continue to serve as Clime's Managing Director and will retain a 25%
ownership interest. The consideration for the fransaction was $1,650,000 in cash and the
Directors expect the investment {0 be Earnings per Share accretive during FY08 and beyond. In
accordance with Accounting Standards, the Company now consolidates Clime as a subsidiary
and accounts for Mr Montgomery’s interest as an Outside Equity Interest.

Clime’s contribution to the consolidated entity's net profit after tax for the half year ended 31
December 2005 was not material.

Dividends

Details of dividends/distributions declared or paid during or subseguent to the six months ended
31 December 2005 are as follows:

Record Date Payment Date Type Amount Tatal Franked Foreign
per Dividend amonunt sourced

secnrity $000°s per dividend

security amount per

security

9 September 2005 22 September 20035 Final 1.75 cents 930 1.75 cents -
{5 March 2006 31 March 2006 interim 2.00 cents 1,039 | 2.00 cents -

The directors have declared an interim fully franked dividend for the haif year ended 31
December 2005 of 2.00 cents per share, totalling $1,038,881. This provision has not been
reflected in the accounts.
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Loftus Capital Partners Ltd

Dividend/Distribution Reinvestinent Plans

..... Appendix 4D

The economic entity does not currently cperate a dividend/distribution reinvestment plan.

Associates and Joint Venture entities

Narne Ownership interest Contribution to net profit
Previous Pravious
Current corresponding corresponding
period period Current period period
% % $ 8
Jasco Holdings Limited 24 8% 24.3% 345 808 382,405

Foreign Accounting standards

Not applicable.

Audit

This report is based on accounts that have been reviewed. The ungualified review report is
attached on pages 28 to 27 of the Half Year Financial Report.
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ATTACHMENT TO APPENDIX 4D : HALF YEAR REPORT FOR THE
SIX MONTHS ENDED 31 DECEMBER 2005

Commentary on Results

Significant Feafures of Operating Performance

Lofius Capital Partners Limited recorded an affer tax profit of $0.35 million for the half year to 31
December 2005. The decrease in earnings in comparison with the prior six month period ended 31
December 2004 is primarily due to a reduction in net unrealised and realised gains on trading stocks.

The profit result included Equity Accounted Profits for the half-year of $345.306 (HY04: $382.495),
representing the economic entity’s 24.8% share of the total After Tax Profits of its associate, Jasco
Holdings Limited.

Net Tangible Assets (NTA)

Naote - The anabysis of the group’s NTA below is based on ealeulations performed in accordance with ASX Listing
Redes. There will continue to be differences between the monthly NTA position (a8 reported to the ASX) and the
statutory NTA calculation as reported in the company’s periodic slatutory tinancial reports. This i a direct result of the
Directors” oblization to report the “net market value' of the company’s investments to sharsholders on a manthly basis
{in accordance with ASX Listing Rules), versus the siatutory obligation o prepare half-yearly NTA caleulations in
accordance with Accounting Standards,

As at 31 December 2005 the economic entity has Net Tangible Assets (NTA)Y of 71.5 cents per share or
$37.4 million.

The NTA per share result is before any provision for dividend. The Company has announced that it infends
to pay a 2.00 cents per share interim dividend in March 2066. The dividend will be 100% franked. This

interim dividend compares to the FY 04 interim of 1 .40 cents per share fully franked.

The NTA as at 31 December 2005 was comprised as follows:

Net Tangible Assets 31" December 2005 Per Share
(Cash $ 7,192,547 § 0,138
Listed Investments - Core S 20418,717 $ 0391
Listed Investments - Trading $ 1,866,195 $  0.038
Unlisted Investments $ 1,773,999 $  0.034
[nvestments in Associates $ 7,702,880 $  0.147
Other Net Assets (incl. tax balances) 8 (1,691,301 § (0.033)
Totat $ 37,362,837

No. of Ordinary shares issued 32,282,967

NTA - per share § 0715

Investment Portfolio Performance
During the six months the Company’s trading activities wound down as it concentrated on acquiring and

bedding down Funds Management opportunities. lnvestments in the core portfolio were held except for the
sale of our holding in Websters Limited which was exited at a small loss.
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The Core portfolio had a market value at 31 December 2005 of $20.4 million across four stocks, which
together with our $7.7 million market value of Jasco Holdings, totalled $28.1 million or 75% of Net
Tanpible Assets.

Detailed below is a brief overview of pur major investment holdings:

Aevum Limited (ASX Code AVE) is a major investment for us. Aevum {previously the Hibernian Friendly
Society) was floated in November 2004 and is an owner and operator of aged care and retirement villages
located in Sydney, namely The Cardinal Freeman and Lourdes villages.  Over the six months from 1 July
2005 the share price has risen from $1.40 to $1.56 and a 6 cent unfranked dividend was paid.

Waterco Limited {ASX code WAT) is also a significant investment for Lofius. Waterco has continued fo
progress the expansion of its manufacturing facilities in Malaysia and China and develop export markets
for its water pumps and filters. The company also undertook major acquisitions of product developers and
distributors in North America and predicts that revenue will approach $160 million this financial year.
Despite the expectation of higher profits, Waterco has suffered a decline in share price over the last six
months from $3.85 t0 $3.50 at 31 December 2003,

Jasco Holdings Limited, our unlisted cquity accounted investment, has continued its sound performance in
the six months to December 2005, Whilst results are tracking about 10% below the previous financial year,
the Company retains a strong balance sheet and continues to pay excellent dividends.

HomeLeisure Limited (ASX code HLD) fell further from 25 cents to 20 ceats during the six months. The
company recently announced that it has achieved earnings comparable to previous financial year. This was
achieved despite difficult trading conditions. This fall in share price affected our declared profit for the six
months.

Farm Pride Foods Limited (ASX code FRM} is one of Australia’s largest egg processing and distribution
companics. We expect there to be national industry rationalisation and believe that the company will be
well positioned fo benefit.

Current Outlook

Loftus is undertaking a refocus of its activities by redirecting capital from passive investment positions to
significant stakes in Funds Management operations. The previously amnounced acquisition of 75% of
Clime Asset Management Pty Limited and the recently announced acquisiion of 30% of
Camelotfund Limited are indicative of owr approach.

Currently, we are reviewing our core portfolio to determine whether each individual investee is likely to
produce the required rate of return for holding them. Generally, at this point each is well positioned for
growth and so we expect that in all cases a premium to cwrrent market prices would be required to
encourage us to exit them.

As for Clime Asset Management we believe this company will be a platform for our growth in the Funds
Mangement Industry. Whilst profits were not material in the half year, this was affected by numerous “one
off” acquisition costs which were expensed. Second half results should show a significant improvement in
profitability. A pleasing facet was the strong returns exhibited by Clime’s managed portfolios in the half
year.

The substantial 1ifl in interim dividend is evidence of the Directors’ and management’s desire to reduce the
capital employed by Loftus. We expect to continue to reduce our capital base by various returns to
shareholders in the next 18 months. Concurrently, we expect to acquire further Funds Managers and drive
the operating costs of our business down where ever possible.
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DIRECTORS’ REPORT

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

Your Directors present their report on the conselidated entity consisting of Loftus Capital Partners Limited and the
entities it controlled at the end of, or during, the half-year ended 31 December 2005,

Directors

The following persons were Directors of Loftus Capital Partners Limited during the whole of the half-year and up to the
date of this report:

David Schwartz - Chairman
Jobn Abernethy - Joint Managing Director
Antony Lynch - Joint Managing Director

Review of Operations

Revenue Tor the half-year totalled $1,367,700 {31Y04: $17,123,529) representing a 92% decrease over the previous
corresponding period. The decrease in revenue reflects the reduction in share trading undertaken by the company and a
change in accounting policy under AIFRS whereby, from 1 July 2005, only the net gain on the trading portfolio is
recorded in the income statement (as opposed to gross income and cost of sales of investments disposed).

Lofius Capital Partners Limited recorded an after tax profit attributable to members of $352,981 for the half-year 1o 31
Decemnber 2005, The profit result, combined with net unrealised losses on the core portfolio of $168,419 transferred
directly to equity, and increases in the foreign currency translation reserve of $6,150, brings the total owner earnings for
the six month period to $190,712 (HY04: $1.676,414). The decrease in owner earnings in comparison with the prior six
month period is primarily due to a reduction in net realised and unrealised gains on trading and core stocks.

Earnings per share for the six month period to 31 December 2005 were 0.7 cents per share (HY04: 2.6 cents per share).

The profit result included Equity Accounted Profits Tor the half~year of $345,506 (HYO04: $382.,4935), representing
primarily the economic entity’s 25% share of the 1otal After Tax Profits of its associate, Jasco Holdings Limited.

As at 31 December 2005 the economic entity hias Net Tangible Assets {NTA} of 71.5 cents per share or $37.4 million (as
calculated in accordance with ASX Listing Rules). This compares with a stated NTA at the start of the period of 72.5
cents per share. During the period dividends of 1.75 cents per share were paid to shareholders.

Auditor’s Independence Declaration

A copy of the aoditor’s independence declaration as required under section 307C of the Corporations Act 2001 is set out
on page 2.

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

David Schwartz
Chairman

Sydney

20™ February 2006
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Chartered Acoountanis
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20 February 2006

The Board of Directors

Loftus Capital Partners Limited
Level 29, Telstra Tower,

35 Collins Street,

Meibourne, VIC. 3000

AUDITOR’S INDEPENDENCE DECLARATION

This declaration is made in connection with my half year review of the financial report of Loftus
Capital Partners Limited for the period ended 31 December 2005 and in accordance with the
provisions of the Corporaticns Act 2001.

As lead auditor 1 declare that, fo the best of my knowiedge and belief, there have been:

« No contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to this review;

+« No contraventions of the Code of Professional Conduct of the institute of Chartered
Accountants in Australia in relation to this review.

Yours faithfully
HORWATH MELBOURNE

Nichelas E. Burne
Partner

Horwath Malboume is an Independent practice. Gther Horwath practices aperate in each of the nation's financial centres.



INTERIM FINANCIAL REPORT

for the half-year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

Loftus Capital Partners Limited
Interim Financial Report - 31 December 2005
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This interim financial report does not nclude all the notes of the type normally included in an annual financial report.
Accordingly, this report is to be read in conjunction with the annual report for the year ended 30 June 2005 and any
public announcements made by Loftus Capital Partners Lid during the interim reporting period in accordance with the
continuous disclosure requirements of the Corporations Act 200
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CONSOLIDATED INCOME STATEMENT

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities
Half-vear
2085 2004
$ S
Revenue from continuing operations 1,367,700 17,123,529

Net realised and unrealised gains on other financial assets at fair value

through profit or loss 28,678 -
Net realised {losses} on disposal of available-for-sale financial assets (115,489) -
Cost of sales of listed and unlisted shares - (14,784,010)
Occupancy expenses {88,869) {79.072)
Administration expenses (1,152,792) (1,008,606)
Shares of net profits of associates accounted for using the equity

method 345,506 382,495
Profit before income tax 385,534 1,634,336
Income tax expense 42,863 266,106
Profit for the half-year 342,671 1,368,230
Profit / (loss} attributable to minority interest {10,310) -
Profit attributable to members of Lofius Capifal Partners Limited 352,981 1,368,230

Earnings per share for profit atiributable to the ordinary equity

helders of the company:

Basic earnings per share 0.7 cents 2.6 cents
Diluted earnings per share 0.7 cents 2.6 cenls

The above consolidated income statement should be read in confunction with the accompanying notes.




CONSOLIDATED BALANCE SHEET

As at 31 December 2003

Loftus Capital Partners Limited and Controlled Entities

31 30
December June
2005 2005
5 $
ASSETS
Current Assefs
Cash assets 7,192,547 8.264,038
Receivables 423,452 476,508
Other financial assets at fair value theough profit or loss 1,966,195 1,450,397
Total Current Assets 9,582,194 PO, 160,935
Non-Current Assels
Invesiments accounted for using the equity method 5,646,215 5,419,402
Available-Tor-sale financial assets 20,504,618 22,826,035
Plant and equipment 55,187 35,839
Deferred tax assets 1,239,111 1,186,562
Intangible assets 2,697,871 202,814
Total Non-Current Assets 29,543,082 20,670,762
Total Assets 39,125,156 39,861,697
LIABILITIES
Current Liabilifies
Payables 243,946 235,000
Provisions 13,387 4,629
Interest bearing liabilities 784 -
Current tax liabiities 376,484 360,240
Total Current Liabilities 626,441 629,869
Non-Current Liabilifies
Interest bearing liabilities 7,365 -
Deferved tax Habilities 1,855,797 1.806,860
Total Non-Current Liabiities 1,863,162 1.806,860
Total Liabiities 2,489,543 2,436,729
Net Assels 36,635,653 37,424,968
EQUITY
Contributed equity 33,168,422 33.689,987
Reserves 1,£47.345 1,309,584
Retained profits 1,848,758 2,425,397
Parent entity interest 36,164,455 37,424,968
Minority interest 471,158 -
Total Equity 36,635,653 37.424,968

The above consolidated balance sheet should be read in confunction with the accompanying notes.




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the Half-Year ended 31 December 2005
Loftus Capital Partners Limited and Controlled Entities
Half-year
2085 2004
Notes 3 by
Total equity at the beginning of the half-year 37,424,968 36,103,687
Net (decrease)increase in assel revaluation reserve (168,419 409,648
Net (decreaselincrease in foreign currency translation reserve 6,150 -
Transfer of realised loss on core investments from the asset revaluation
reserve {0 retained carnings - (101,464)
Nef (expense)/ income recognised directly in equity (162,269) 308,184
Profit for the half-year 342,671 1,368,230
Total recognised income and expense for the year 180,402 1676414
Transactions with equity holders in their capacily as equity holders:
On-market shace buy-back, net of transaction cosls 3 (521,563) -
Dividends provided Tor or paid 2 {929,620 (637,764)
Minority interest on acquisition of subsidiary 4c) 481,468 -
{969,717) (657,764)
Total equity at the end of the half-year 36,635,653 40,122,337
Total recognised income and expense for the half-year is attributable
10.
Members of Loftus Capital Partners Limited 196,712 1,676.414
Minority interest {10,310) -
180,402 1,676,414

The above consolidated statement of changes in equity should be read in conjunciion with the accompanying notes.




CONSOLIDATED CASH FLOW STATEMENT
for the Half-Year ended 31 December 2005

Loftus Capital Partners Limited and Controlled Entities

Half-Year
26805 2004
$ 5

Cash flows from operating activities
Proceeds from disposal of investments - Trading 827,735 14,483,823
Purchase of investments - Trading (947,198) (15428,192)

(419,463} (944,369)
Fees received in the course of operations {inclusive of goods and serviges tax) 534,468 280,497
Expense payments in the course of operations {inclusive of goods and services
1ax) 1,153,096} (842,765)
Dividends received 661,406 476,190
Dividends received from associate 187,406 249,867
Interest received 243,123 377.067
Interest paid (356 -
Income taxes paid (82,080} -
Net cash inflow/(outflow) from operating activifies (28,592} (403,513)
Cash flows from invesling activities
Proceeds from disposal of investments - Core 2,128,085 1,216,921
Purchase of invesments - Core {231,234 (10,258,701)

1,896,851 £9,041,730)
Payment for purchase of subsidiary, net of cash acquired - refer note 4 (1,417,053} -
Payments for property, plant & equipment (2,587 (7417
Net cash inflow/{(outflow) from investing activities 477,211 {9,649.197)
Cash flows from financing activities
Principal repaid on finance leases (2,218) -
Payments for shares bought back (net of transaction costs) — refer note 3 (321,565 -
Dividends paid (996,319 (654,870)
Nef cash inflow/(outflow) from financing activities (1,520,102} (654,870)
Nef increase/{decrease) in cash and cash equivalents (1,071,483} (10,107,580)
Cash and cash equivalents at the beginning of the half-year 8,264,038 18,710,668
Cash and cash equivalents at end of the half-year 7,192 547 8,603,088

The above consolidated cash flow statement should be read in confunciion with the accompanying notes.




NOTES TO THE FINANCIAL STATEMENTS

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This general purpose financial report for the interim half-year reporting period ended 31 December 2005 has been
prepared in accordance with Accounting Standard AASB 134 Jmrerim Financial Reporting and the Corporations
Aect 2001,

This interim ficancial report does not include all of the notes of the type normally included in an annual financial report.
Accordingly, this report is to be read in conjunction with the annual report for the year ended 30 June 2005 and any
public announcements made by Lofius Capital Partners Limited during the interim reporting period in accordance with
the continuous disclosure requirements of the Corporations Act 2001,

(a) Basis of preparation of half-year financizal report

Thie principal accounting policies adopted in the preparation of the financial report are set out below. These policies have
been consistently applied to all the periods presented, unless otherwise stated.

Application of AASB 1 First-time Adoption of Australion Eguivalents to International Financial Reporting Standards
This interim flpancial report is the first Lofius Capital Partners Limited interim financial report to be prepared in
accordance with AIFRSs. AASB 1| Firsi-time Adoption of Australion Equivolents 1o International Financiol Reporting
Standards has been applied in preparing these financial statements.

Financial statements of Loftus Capital Partners Limited until 30 lune 2005 had been prepared in accordance with
previous Australian Generally Accepted Accounting Principles (AGAAP). AGAAP differs in certain respects from
AIFRS. When preparing the Loftus Capital Partners Limited interim financial report for the half~year ended 31
December 2005, management has amended certain accounting, valuation and consolidation methods applied in the
previous AGAAP financial statements 1o comply with AIFRS. With the exception of financial instruments, the
comparative figures were restated to reflect these adjustments. The Group has taken the exemption available uader
AASB 1 to apply AASB 132 Financial Instruments: Disclosure and Preseniation and AASB 139 Financial Insiruments:
Recognition and Measurement only Trom 1 July 2005,

Reconciliations and descriptions of the effect of ransition from previous AGAAP to AIFRSs on the Group’s equity and
its net income are given in note 6.

Early adoption of standard

The Group has elected to apply AASB 119 Employee Beneliis (issued in Decemnber 2004) 1o the reporting period periods
beginning | July 2005. This includes applying AASB 119 to the comparatives in accordance with AASB 108
Accounting Policies, Changes in Accounting Estimates and Errors.

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by the revaluation of
available-Tor-sale financial assets, financial assets and liabilities (including derivative instruments) at fair value through
profit or loss, certain classes of property, plant and equipment and investment property.

(b) Principles of consolidation

fi} Subsidiaries

Thie consolidated financial statements incorporate the assets and Habilities of all subsidiaries of Loftus Capital Partners
Limited {“company™ or “parent entity”} as at 31 December 2003 and the results of all subsidiaries for the half-year then
ended. Loftus Capital Partners Limited and its subsidiaries together are referred 1o in this financial report as the Group or
the consolidated entity.

Subsidiaries are all those entities {including special purpose entities) over which the Group has the power to govern the
financial and operating policies, generally accompanying a shareholding of more than one-hall of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are considered when assessing
whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated
from the date that control ceases.




NOTES TO THE FINANCIAL STATEMENTS

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)
The purchase method of accounting is used 1o account for the acquisition of subsidiaries by the Group (refer 10 note {13}

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated.
Unrealised fosses are also eliminated unless the transaction provides evidence of the impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group.

Minority interests in the results and equity of subsidiaries are shown separately in the consolidated income statement and
balance sheet respectively.

fii) Associates

Associates are all entities over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted Tor in the parent
entity financial statements using the cost method and in the consolidated financial statements using the equity method of
accounting, afler initially being recognised at cost. The Group’s investment in associates includes goodwill (net of any
accumulated impairment loss) identified on acquisition.

The Group’s share of its associates” post-acquisition profits or losses is recognised in the income statement, and its share
of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. Dividends receivable from associates are recognised in the
parenl entity’s income statement, while in the consolidated financial statements they reduce the carrying amount of the
investment.

When the Group’s share of losses in an associate eguals or exceeds its interest in the associate, including any other
unsecured receivables, the Group does not recognise further fosses, unless it has incorred obligations or made payments
on behalf of the assoclate.

Unrealised gains on transactions between the Group and s associates are eliminated to the extent of the Group’s interest
in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been changed where necessary to ensure consistency with the
policies adopted by the Group.

{¢) Revenue recognition

Revenue iv measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net
of taxes paid. Revenue is recognised for the major business activities as follows:

fi} Invesiment income (excluding dividend income)
Refer to notes 1(b} and 1(j).

fii} Dividend income (excluding dividends received from associates)
Dividend income is recorded in the income statement on an accruals basis when the Group obtains control of the right 10
receive the dividend.

fiii) Services income

Fees and commissions that relate to specific transactions or events are recognised as revenue in the period that the
services are provided. When they are charged for services provided over a period, they are recognised as revenue on an
accruals basis.

{iv} Interest income
Interest income is recorded in the income statement when earned on an accroals basis.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)
{d) Income tax

The income tax expense or revenue Tor the period is the tax payable on the current period’s taxable income based on the
notional income tax rate adjusied by changes in deferred 1ax assets and Habilities artributable to temporary differences
between the tax bases of assets and liabilities and their carrying amounts in the financial statements, and to unused tax
losses.

Deferred 1ax assets and Habilities are recognised for temporary differences at the tax rates expected 1o apply when the
assets are recovered or liabilities are settled, based on those tax rates which are enacted or substantively enacted. The
refevant tax rates are applied to the cumulative amounts of deductible and taxable temporary differences to measure the
deferred 1ax asset or liability. An exception i{s made for certain temporary differences arising from the initial recognition
of an asset or a liability. No deferred tax asset or liability is recognised in relation to these temporary differences if they
arose in a transaction, other than a business combination, that at the time of the wansaction did not affect either
accounting profit or taxable profit or loss.

Deferced tax assets are recognised for deductible temporary differences and for unused tax losses only if it is probable
that {uture taxable amounts will be available to utilise those temporary differences and losses.

Deferred 1ax liabilities and assets are not recognised for temporary dilferences between the carrying amount and tax
bases of investments in controlled entities where the parent entity is able to control the timing of the reversal of the
temporary differences and it is probable that the differences will not reverse in the (oresecable future.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in
equity.

Tox consolidation legislation

Lofius Capital Partners Limited and its wholly-owned Austalian controlled entities implemented the tax consolidation
legislation effective from | July 2003, The Austrafian Taxation Office was notified of this decision upon submission of
the consolidated tax return for the year ended 30 June 2004,

As a consequence, Loftus Capital Partners Limited, as the hiead entity in the tax consolidated group, recognises current
tax amounts relating to transactions, events and balances of the wholly-owned Australian controlled entities in this group
as if those transactions, events and balances were its own, in addition to the current and deferred 1ax amounts arising in
relation to s own ransactions, events and balances.

(e} Leases

Leases of property, plant and equipment where the Group has substantially all the risks and rewards of ownership are
classilied as finance leases. Finance leases are capitalised at the lease’s inception ar the lower of the fair value of the
leased property and the present value of the minimum lease payments. The corresponding rental obligations, net of
finance charges, are included in other long term payables. Each lease payment is allocated between the liability and
finance charges so as to achieve a constant rate on the finance balance outstanding. The interest element of the finance
cost is charged to the income statement over the lease period so as to produce a constant peciodic rate of interest on the
remaining balance of the liability Tor each period. The property, plant and equipment acquired under finance leases is
depreciated over the shorter of the asset’s useful Hie and the lease term.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to
the income stalement on a straight-Hne basis over the period of the lease.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)
(f) Acquisifions of assets

The purchase method of accounting is used 1o account for all acquisitions of assets (including business combinations)
regardless of whether equity instruments or other assets are acquired. Cost is measured as the fair value of the assets
given, shares issued or liabilities incurred or assumed at the date of exchange plus costs directly attributable to the
acquisition. Where equily instruments are issued in an acquisition, the value of the instruments is their published market
price as at the date of exchange unless, in rare clrcumstances, i can be demonstrated that the published price at the date
of exchange is an unreliable indicator of fair value and that other evidence and valuation methods provide a more reliable
measure of fair value. Transaction costs arising on the issue of equity instruments are recognised directly in equity.

ldentifiable assets acquired and liabilitics and contingent liabilities assumed in & business combination are measured
initially at their fair values at the acquisition date, irrespective of the extent of any minority interest. The excess of the
cost of acquisiion over the fair value of the Group’s share of the identifiable net assets acquired is recorded as goodwill
{refer to note 1{m}} 1f the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired, the
difference is recognised directly in the income statement, but only after a reassessment of the identification and
measurement of the net assets acquired.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted to their
net present value as at the date of exchange. The discount rate used is the entity’s incremental borrowing rate, being the
rate at which a similar borrowing could be oblained from an independent financier under comparable terms and
conditions.

(g) Impairment of assets

Assets that have an indefinite useful Hfe are not subject 10 amortisation and are tested annually Tor impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing impairment, assels are grouped at the lowest levels for which there
are separately identifiable cash flows (cash generating units}.

(h) Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short-term, highly
liguid investments with original maturities of three months or less that are readily convertible 1o known amounts of cash
and which are subject to an insignificant risk of changes in value, and bank overdrafts. Bank overdrafis are shown within
borrowings in current liabilities on the balance sheet.

(iY Trade receivables

Trade receivables are recognised initially av fair value and subsequently measured at amortised cost, less provision for
doubtful debts.

Collectibility of trade receivables is reviewed on an ongolng basis. Debts which are known to be uncollectible are
written off. A provision for doubtful receivables is established when there is obiective evidence that the Group will not
be able to collect all amounts due according to the original terms of receivables. The amount of the provision is the
difference between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
effective interest rate. The amount of the provision is recognised in the income statement.

(i) Investments and other financial assets

From 1 July 2004 to 30 June 2005

Thie Group has taken the exemption available under AASB 1 to apply AASB 132 and AASB 139 only from 1 July 2005,
Thie Group has applied previous AGAAP 10 the comparative information on financial instruments within the scope of
AASB 132 and AASB 139. For further information on previous AGAAP refer to the annual report for the year ended 30
June 2605,
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

Adjustments on transition date: 1 July 2605
The application of AASB 132 and AASB 139 is consistent with the Group’s previous accounting policies, and as such,
has had no material impact on the financial report.

From 1 July 2805

Thie Group classifies its investments in the following categories: financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments, and available-for-sale financial assets. The classification depends on the
purpose for which the investiments were acgoired. Management determines the classification of its investments at initial
recognition.

fi} Financial assets at fair value through profit or loss

This category has two sub-categories: financial assels held for irading, and those designated at {air value through profit or
loss on initial recognition. A financial asset is classified in this category if acquired principally for the purpose of selling
in the short-term or it so designated by management. The policy of management is to desigaate a (inancial asset if there
exists the possibility it wilf be sold in the short term and the asset is subject to frequent changes in fair value. Derivatives
are also classified as held for trading unless they are designated as hedges. Assets in this category are classified as
current assets if they are either held lor trading or are expected to be realised within 12 months of the balance sheet date.

The Group’s listed trading investments and itis unlisted investments {excluding equity accounted investments) are
classilied as financial assets at fair value through profit or loss.

fif) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not gquoted in an
active market. They arise when the Group provides money, goods or services directly to a debtor with no intention of
selling the receivable. They are included in current assels, except for those with maturities greater than 12 months after
the balance sheet date which are classified as non-current assets. Loans and receivables are included in receivables in the
balance sheet.

fiii) Held-to-maturity investments
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed
maturities that the Group’s management has the positive intention and abiity to hold to maturity.

fiv Available-for-sale financial assels

Available-for-sale financial assets, comprising principally marketable equity securities, are non-derivatives that are either
designated in this category or not classified in any of the other categories. They are included in non-current assets unless
management intends to dispose of the investment within 12 months of the balance sheet date.

The Group’s listed core investments are classified as available-for-sale financial assets.

Purchases and sales of investments are recognised on the trade date - the date on which the Group commits to purchase
or sell the asset. Investments are inktially recognised at fair value plus transaction costs for all financial assets not carried
at fair value through profit or loss. Financial assels are derecognised when the rights 1o receive cash flows from the
financial assets have expired or have been transferred and the Group has transferred substantially all the risks and
rewards of ownership.

Available-for-sale financial assets and financial assets at fhir value through profit and loss are subsequently carcied at fair
value. Loans and receivables and held-to-maturity investments are carried at amortised cost using the effective interest
method. Realised and unrealised gains and losses arising from changes in the fair value of the ‘Iinancial assets at fair
value through profit or loss’ category are included in the income statement in the period in which they arise. Unrealised
gains and losses arising from changes in the fair value of non-monetary securities classified as available-for-sale are
recognised in equity in the available-for-sale investments revaluation reserve. When securities classified as available-for-
sale are sold or impaired, the accomulated fair value adjustments are included in the income statement as gains and losses
from investment securities.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

The fair values of quoted investments are determined by reference to the last available bid price of the security, as guoted
on its primary stock exchange on the day of valuation, or an aliernative basis it deemed more appropriate. Given the size
and nature of the Group’s listed investments, however, the closing bid price may not always be the most appropriate basis
for determining fair value. The Directors will consider the valuations of each of the Group’s listed investments in
accordance with this accounting policy at each balance date.

The Group assesses at each balance date whether there is objective evidence that a financial asset or group of financial
assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged decline in the
fair value of a security below its cost is considered in determining whether the security is impaired. 1f any such evidence
exists for available-for-sale (inancial assets, the cumulative loss - measured as the difference between the acquisition cost
and the current fair value, less any impairment loss on that financial asset previcusly recognised in profit and loss - is
removed from equity and recognised in the income statement. Impairment losses recognised in the income statement on
equity instruments are not reversed through the income statement.

(k) Fair value esfimation

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for
disclosure purposes.

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based
on quoted market prices at the balance sheet date. Refer to note 1(j) for further information.

The fair value of financial instruments that are nol traded in an active markel (for example, unlisted securities) is
determined using valuation techniques. The Group uses a variety of methods and makes assumptions that are based on
market conditions existing at each balance date. Quoted market prices or dealer quotes for similar instruments are used
for long-term debt instruments held. Other techniques, such as estimated discounted cash flows, are used to determine
fair value for the remaining financial instruments.

Thie nominal value less estimated credit adjustments of trade receivables and payables are assumed to approximate their
fair values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that is available to the Group for similar financial instruments.

(1) Property, plant and equipment

Property, plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is
directly attributable to the acquisition of the Hems.

Subsequent costs are included in the assel’s carrying amount or recognised as a separate assel, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance are charged to the income statement during the financial period in
which they are incurred.

Depreciation is calculated using the straight line method fo allocate their cost or revalued amounts, net of their residual
values, over their estimated useful Tives, as follows:

- Plant and equipment 3-20 years
The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount {note 1(g}}.

Gains and losses on disposals are determined by comparing proceeds with carrying amounts. These are included in the
income statement. When revalued assets are sold, it is Group policy to transfer the amounts included in other reserves in
respect of those assets to retained earnings.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)
(m) Intangible assets

fi} Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identiltable
assets of the acquired subsidiary/associate at the date of acguisition. Goodwill on acquisitions of subsidiaries is included
in intangible assets. Goodwill on acquisitions of associates is included in investments in associates. Goodwill acquired
in business combinations is not amortised. Instead, goodwill is tested for impainment annually, or more frequently if
events or changes in circumstances indicate that it might be impaired, and is carried at cost less accumulated impairment
losses. Gains and losses on the disposal of an entity include the carrying amount of goodwill refating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing.

fii) Management confracts

Management contracts have a finite useful life and are carried at cost less accumulated amortisation and impairment
losses. Amortisation is calculated using the straight line method 1o allocate the cost of management contracts over their
estimated usefu! lives (which vary from 10 to 23 years).

(n) Trade and other payables

These amounts represent Habilities for goods and services provided to the Group prior to the end of financial year which
are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

(o) Lmployee benefits

fi} Wages and salaries and annual leave

Liabilities for wages and salaries, including non-monetary benefits, and annual leave expected to be settled within 12
months of the reporting date are recognised in other payables in respect of employees’ services up o the reporting date
and are measured at the amounts expected to be paid when the liabilities are settled.

fii} Bomus plans
A Hability for employment benefits in the form of bonus plans is recognised when there is no realistic alternative but to
settle the liabiity and at least one of the following conditions is met:

+  there are formal terms in the plan for determining the amount of the benefit;
s the amounts 1o be paid are determined before the time of completion of the financial report; or
*  past practice gives clear evidence of the amount of the obligation.

Liabilities for bonus plans are expected to be settled within 12 months and are measured at the amounts expected to be
paid when they are settfed.

fiii) Superannuation
Contributions are made by the Group to employee superannuation funds and are charged as expenses when incurred.

fivi Employee benefii on-costs
Employee benefit on-costs, including payroll tax, are recognised and included in employee benefit Habilities and costs
when the employee benetiis to which they relate are recognised as labilities.

fv) Share-based payments
Share-based compensation benefits are provided to employees via the Lofius Capital Partners Limited Employee Share
Option Plan.

Share options granted before 7 November 2002 and/or vested before I Jamuary 2003
No expense is recognised in respect of these options. The shares are recognised when the options are exercised and the
proceeds received allocated (o share capital.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

Share options granted after 7 November 2002 and vesied after 1 January 2005

The fair value of options granted under the Lofius Capital Partners Limited Employee Share Option Plan is recognised as
an employee benefit expense with a corresponding increase in equity. The fair value is measured at grant date and
recognised as an expense evenly during the period from grant date to vesting date.

Thie fair value of options at grant date is independently determined using a binomial distribution to statistically estimate
the future probability of the options vesting and the amounts that these options would be worth. Allowance is made due
to the options cascading if they do not vest. The valuation model takes into account the exercise price, the term of the
option, the vesting and performance criteria, the current price and expected volatility of the underlying share, the
expected dividend vield and the risk free interest rate for the term of the option.

Upon the exercise of options, the balance of the share-based payments reserve relating to those options is transferred to
share capital.

{p) Contributed eguity
Ordinary shares are classified as equity.

Incremental costs divectly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceeds. Incremental costs directly attributable to the issue of new shares or options, or for the acquisition of a
business, are included in the cost of the acguisition as part of the purchase consideration.

{q) Dividends

Provision is made for the amount of any dividend declared on or before the end of the period but not distriboted at
balance date.

(r) Earnings per share

fi} Buasic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company, excluding any
costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding
during the period, adjusted for bonus elements in ordinary shares issued during the period.

(i} Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account
the after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the
weighted average number of shares assumed to have been issued for no consideration in relation to potential dilutive
ordinary shares.

NOTE 2: DIVIDENDS

Half-year
2805 2004
$ 5
Ordinary shares
Dividends provided for or paid during the half-year 929,624 657,764
Dividends nof recognised at the end of the half-year
In addition to the above dividends, since the end of the half-year the Directors
have recommended the payment of an interim dividend of 2.00 cents per fully
paid ordinary share (2004: 1.4¢ fully franked}, fully franked based on 1ax paid at
30%. The aggregate amount of the proposed dividend expected to be paid on
31 March 2006 out of retained profits at 31 December 2003, but not recognised
as a Hability at the end of the half-year, is 1,038,991 743,696
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NOTE 3: REPURCHASES OF EQUITY SECURITIES

Hall-year Half-year
2005 2004 2605 2004
No. of Shares No. of s $
Shares
Repurchases of ordinary shares during
the half-year
On-market buy-back of ordinary shares
during the half-year 888,151 - 521,565 -

NOTE 4: BUSINESS COMBINATION
{a) Semmary of acguisition

On 1 July 2005 the parent entity acquired 75% of the ordinary issued share capital of boutique fund manager, Clime
Asset Management Py Lid (*Clime™}.

Clime contributed revenues of $181,249 and net profit of $8,435 to the Group for the period from 1 July 2005 10 31
December 2005,

At the date of acquisition, Clime had approximately $490 million of funds under management and the company generates
revenue primarily from two business activities, namely:

+  Managing the investment portfolio of Clime Capital Lid {(ASX Code CAMY; and
+  Managing the investment portfolios for various Individually Managed Accounts on behalf of ‘sophisticated’ and/or

wholesale investors

The company’s founder, Mr Roger Montgomery, continues in office as Managing Director and retains a 25% ownership
interest.

Details of the fair value of the assets and Habilities acguired, and resultant goodwill, are as follows:

$

Purchase consideration (refer to {b} below):
Cash paid 1,650,800
Direct costs relating to the acquisition 38,698
Total purchase consideration 1,688,698
Fair value of net identifiable assels acquired {refer to (c) below) 1,444,404
Goodwill (refer to (c) below} 243,694

{h) Purchase consideration

Consolidated

2085 2004

$°800 $°000
Outflow of cash to acquire subsidiary, net of cash acguired
Cash consideration 1,688,898 -
Less: Balances acquired
Cash 271,845 -
Outflow of cash 1,417,853 -
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NOTE 4: BUSINESS COMBINATION (CONT.)
(¢) Assets and liabilities acquired

Thie assets and liabilities arising from the acguisition are as follows:

Acquiree’s carrying

amount Fair value
$ h]
Cash assets 271,045 271,045
Receivables 110,713 110,713
Other current assets 24,068 24,068
Plant and equipment 26,465 26,465
Intangible assers: LIC and IMA management contracts - 1,700,008
Intangible assets: Other 1,037 1,837
Deferred tax assets 3,008 3,808
Payables (48,950) (48,998}
Interest hearing liabilities - current {4,716) (4,716}
Interest bearing liabilities - non-current (834) (834)
Provisions {3,327) (3,327}
Provision for dividend payable on acguisition - (67,508)
Current tax liabilities (84,747) (84,747}
Delerred 1ax lisbHities {350) {356)
Net assetis 293,372 1,925,872
Minority inferests (481,468)
Net identifiable assets acquired 1,444,404

Thie goodwill (as disclosed in note 4(z) on the previous page) is atiributed 1o Mr Montgomery’s presence in the funds
management industry, the company’s capacity to grow its funds under management and synergies expecied to arise
following the integration of the company into the group.

Thie Tair values of intangibles acquired reflect the directors” assessments of the value of the intangibles based on arms’
length lransactions between knowledgeable and willing parties on the basis of the best information available. In
determining these amounts, the directors have considered the outcomes of recent fransactions Tor similar assets and
businesses.

The fair value of the provision for dividend payable on acquisition represents a dividend which was paid 10 Mr
Montgomery following the acquisition of the business. This dividend payment had been formally negotiated between the
parties and has therefore been recognised as a provision as at the date of acquisition.

Thie Tair values of other assets and liabilities reflect their audited carrying amounts at the date of acquisition. No other
acquisition provisions were created. There were no acguisitions in the previous corresponding period.

NOTE 5: EVENTS OCCURRING AFTER THE BAELANCE SHEET DATE

An interim fully franked dividend for the halfsyear ended 31 December 2005 of 2.00 cenls per share, totalling
$1,038,991, is recommended by the Directors. This provision has not been reflected in the accounts given the declaration
was made subsequent to 31 December 2005,

Effective 1 Febroary 2006, the Company acquired a 50% ownership interest in funds management company Camelotfund
Limited {“Camelotfund”}). Camelotfund has developed a unique Foreign Exchange Buy Write Fund which has no
correlation to traditional asset managers, share indices or property. it is unique globally and leverages the founders” core
strengths and experience. The key terms of the investment by the company are:

Acquisition by share subscription of 50% of the ordinary shares of Camelotfund;
Agreement that the Principals can earn back equity based on milestones which would represent a substantial lift in
the value of the company; and

+  Subscription into the managed fund of $2.5 million.
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NOTE 5: EVENTS OCCURRING AFTER THE BALANCE SHEET DATE (CONT.)

The investment by the Company is consistent with ils stated objectives of transforming itself into a significant owner and
participant in financial services businesses which have the propensity to grow and deliver a high return on invested
equity.

No other matters or circemstances have arisen since the end of the financial year which significantly affected or may
significantly affect the operations of the economic entily, the results of those operations, or the state of affairs of the
economic entity in future financial years.

NOTE 6: EXPLANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTS TO 1FRSs

(1) Reconciliation of equity reported under previous Australian Generally Accepted Accounting Principles
(AGAAP) to equity under Australian equivalents to IFRSs (AIFRS):

(a) At the date of transition to ATFRS: 1 July 2084

Effect of
Previous transition fo
Notes AGAAP AIFRS AIFRS
6.4) % $ $
CURRENT ASSETS
Cash assets 18,710,668 - 18,710,668
Receivables 111,494 - 111,494
Other 442,681 - 442,681
Other financial assets 4,574,575 - 4,574,575
TOTAL CURRENT ASSETS 23,836,418 - 23,839,418
NON-CURRENT ASSETS
Investments accounted for using the equity method 5.209.260 - 5,209,260
Other financial assets 12,151,081 - 12,151,081
Plant & equipment 55,327 - 55,327
Deferred 1ax assets 1,079,205 - 1,079,205
Intangible assets 202 814 - 202.814
TOTAL NON-CURRENT ASSETS 18,697,687 - 18,697,687
TOTAL ASSETS 42,537,105 - 42,537,105
CURRENT LIABILITIES
Payables 264,188 - 264,188
Provisions 6,302 - 6,392
Current tax liabilities 258,818 - 258,818
TOTAL CURRENT LIABILITIES 526398 - 529,398
NON-CURRENT LIABILITIES
Deferred tax lishilities {a) 1,573,883 1,330,137 2,904,020
TOTAL NON-CURRENT LIABILITIES 1,573,883 1,330,137 2,904,020
TOTAL LIABILITIES 2,103,281 1,330,137 3,433,418
NET ASSETS 40,433,824 {1,330,137) 39,103,687
EQUITY
Contributed equity 33,404,987 - 33,404,987
Reserves (b} 2,516,849 {66,320) 2,850,329
Retained profits (a), (b} 4,111,988 {1,263,817) 2,848,171
TOTAL EQUITY 49,433,824 {1,330,137) 39,103,687




NOTES TO THE FINANCIAL STATEMENTS

for the Half-Year ended 31 December 2005

Loftus Capital Partners Limited and Controlled Entities

NOTE 6: EXPEANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTS TO 1FRSs (CONT.)

(b) At the end of the last half-year reporiing period under previous AGAAP: 31 December 2004

CURRENT ASSETS

Cash assets

Receivables

Other

Other financial assets

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Investments accounted for using the equity method

Other financial assets

Plant & equipment

Deferred 1ax assets

Intangible assels

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Pavables

Provisions

Current tax liabilities

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Deferred 1ax liabilities

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY

Contributed equity

Reserves

Retained profits
TOTAL EQUITY

Noies
(6.4)

(©)

{2}

()
(a), (B}
(©

Effect of
Previous transition fo
AGAAP AIFRS AIFRS
b $ $
R.603,088 - 8,603,088
169,366 - 169,366
792,631 - 792,631
6,143,227 - 6,143,227
15,708,312 - 15,708,312
5,341,888 - 5,341,888
21,790,347 - 21,790,347
47,2346 - 47,236
1,113,097 - 1,113,097
166,297 36,517 202,814
28,458,865 36,517 28,455 382
44,167,177 36,517 44,203,694
481,222 - 481,222
5219 - 5,219
566,873 - 566,873
1,053,314 - 1,053,314
1,658,118 1,366,925 3,028,043
1,658,118 1,369,925 3,028,043
2,711,432 1,369,925 4,081,357
41,455,745 {1,333,408) 40,122,337
33,404,987 - 33,404,987
3,326,497 {66,320) 3,260,177
4,724,261 {1,267,088) 3,457,173
41,455,745 {1,333,408) 40,122,337




NOTES TO THE FINANCIAL STATEMENTS

for the Half-Year ended 31 December 2005

Loftus Capital Partners Limited and Controlled Entities

NOTE 6: EXPEANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTS TO 1FRSs (CONT.)

(¢} Af the end of the last reporting period snder previous AGAAP: 30 June 2605

CURRENT ASSETS

Cash assets

Receivables

Other

Other financial assets

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Investments accounted for using the equity method

Other financial assets

Plant & equipment

Deferred 1ax assets

Intangible assels

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Pavables

Provisions

Current tax liabilities

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Deferred 1ax liabilities

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY

Contributed equity

Reserves

Retained profits
TOTAL EQUITY

Noies
(6.4)

(<)

(a)

(b}
(a),

{b), ()

Effect of
Previous transition fo
AGAAP AIFRS AIFRS

b $ $
R.264,030 - 8,264,030
229,929 - 229,929
246,579 - 246,379
1,450,397 - 1,450,397
10,190,935 - 10,160,935
5,419,402 - 5,419,492
22,826,055 - 22,826,055
35,839 - 35,839
1,186,562 - 1,186,562
126,780 73,034 202,814
29,597,728 73,034 26,670,762
39,788,663 73,034 36,861,697
233,000 - 235,000
4,629 - 4,629
390,240 - 390,240
626,869 - 629,860
413,653 1,393,2G7 1,804,860
413,653 1,393,267 1,806,860
1,043,522 1,393,267 2,436,720
38,745,141 {1,320,173) 37,424,968
33,689,987 - 33,689,087
1,375,904 {66,320) 1,309,584
3,679,230 {1,253,853) 2,425,397
38,745,141 {1,320,173) 37,424,968




NOTES TO THE FINANCIAL STATEMENTS

for the Half-Year ended 31 December 2005

Loftus Capital Partners Limited and Controlled Entities

NOTE 6: EXPEANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTS TO 1FRSs (CONT.)

(2) Reconciliation of profit under previous AGAAP fo profit under Australian equivalents to IFRSs (AIFRS):

(a) Reconciliation of profit for the half-year ended 31 Pecember 2004

REVENUE FROM ORDINARY ACTIVITIES

Cost of sales of listed and unlisted shares

Employee benefit expense

Other expenses from ordivary activities

Share of net profits of associates accounted for using the
equity method

PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE

Income tax expense relating to ordinary activities

PROFIT FROM ORDINARY ACTIVITIES AFTER
RELATED INCOME TAX EXPENSE

NET PROFIT ATTRIBUTABLE TO MEMBERS
OF LOFTUS CAPITAL PARTNERS LIMITED

Net increase in asset revaluation reserve

Total revenues, expenses and valuation adjustments
attributable 1o members of the parent entity recognised
directly in equity

TOTAL CHANGES IN EQUITY OTHER THAN
THOSE RESULTING FROM TRANSACTIONS
WITH OWNERS AS OWNERS

Effect of
Previous transition fo
Notes AGAAP AIFRS AIFRS
(6.4) $ $ $
17,123,529 - 17,123,329
(14,784,010} - (14,784,010)
{548,505} - (548,505)
) {575,699} 36,517 (539,173)
382,495 - 382,495
1,597,819 36,517 1,634,336
(a) 226,318 39,788 266,106
1,371,501 (3,271) 1,368,230
1,371,501 (3,271) 1,368,230
308,184 - 308,184
308,184 - 308,184
1,679,685 (3,271) 1,676,414




NOTES TO THE FINANCIAL STATEMENTS

for the Half-Year ended 31 December 2005

Loftus Capital Partners Limited and Controlled Entities

NOTE 6: EXPEANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTS TO 1FRSs (CONT.)

(b) Reconciliation of profit for the year ended 30 June 2605

REVENUE FROM ORDINARY ACTIVITIES

Cost of sales of listed and unlisted shares

Unrealised loss on curreat investments

Employee benefit expense

Other expenses from ordivary activities

Share of net profits of associates accounted for using the

equity method

PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX (BENEFITYEXPENSE

Income tax {benefit¥expense refating to ordinary

aclivities

PROFIT FROM ORDINARY ACTIVITIES AFTER
RELATED INCOME TAX (BENEFITYEXPENSE

NET PROFIT ATTRIBUTABLE TO MEMBERS
OF LOFTUS CAPIFAL PARTNERS LIMITED

Net {decreaseYincrease in asset revaluation reserve
Net increase in foreign currency reserve

Total revenues, expenses and valuation adjustments
attributable 1o members of the parent entity recognised
directly in equity

TOTAL CHANGES IN EQUITY OTHER THAN
THOSE RESULTING FROM TRANSACTIONS
WITH OWNERS AS OWNERS

Noies
(6.4)

(<)

()

Effect of
Previous transition fo
AGAAP AIFRS AIFRS
b b $
23,894,894 - 23,894,894
(20,229,159} - (20,229,159)
{1,387,524} - (1,387,524)
{1,131,525} - (1,131,525
{647,238} 73,034 (574,204)
578,113 - 578,113
1,077,561 73,034 1,150,595
{108,361} 63,070 {45,291)
1,185,922 0.964 1,195,886
1,185,922 0.964 1,195,886
{1,827,531}% - (1,827,531
69,386 - 69,386
{1,758,145} - (1,758,145)
{572,223 0.964 (562,259)




NOTES TO THE FINANCIAL STATEMENTS

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

NOTE 6: EXPLANATION OF TRANSITION TO AUSTRALIAN EQUIVALENTS TO 1FRSs (CONT.)
(3) Reconciliation of cash flow statement for the year ended 30 June 2005:

The adoption of AIFRSs has not resolted in any material adjustments (o the cash flow statement.

{4) Nofes io the reconciliations:
{a) Income tax

Under AIFRS the consolidated entity is required to use a balance sheet Hability method which focuses on the tax effects
of transactions and other events that affect amounts recognised in either the balance sheet or a tax-based balance sheet.
Under previous AGAAP the consolidated entity already provided for the capital gaing tax effects of asset revaluations on
its Trading and Core portfolios, however under AIFRS, the consolidated entity is also required to provide for the tax
effect of the difference between the carrying value and tax cost base of its equily accounted investment in Jasco Holdings
Limited.

(i} At § July 2004

Increase in deferred tax liability of $1,330,137 and a decrease in retained earnings of $1,330,137.

fii} At 31 December 2004

Increase in deferred tax liability of $1,369,925, an increase in income tax expense of $39,788 and a decrease in closing
retained earnings of $1,369,925.

fiii) At 30 June 2005

Increase in deferred tax liability of $1,393,207, an increase in income fax expense of $63,070 and a decrease in closing
retained earnings of $1,393,207.

{b) Foreign currency franslation reserve

On the initial application of AIFRS, the consolidated entity elected to apply the exemption in AASB 1 First-time
Adoption of Australian Equivalents to international Financial Reporting Standards relating to the balance of the foreign
currency translation reserve. The cumulative translation differences for all foreign operations represented in the foreign
currency translation reserve are deemed to be zero at the date of transition to AIFRSs (1 July 2004).

(1) At | July 2004

Ttie balance of the $66,320 credit in the foreign currency translation reserve of the consolidated entity is reduced to zero.
Retained earnings is increased by this amount.

fii} At 31 December 2004

The balance of the foreign currency translation reserve is reduced by $66,320. Retained earnings is increased by this
amount.

fiii) At 30 June 2005

The balance of the foreign currency translation reserve is reduced by $66,320. Retained earnings is increased by this
amount.

Bt
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NOTES TO THE FINANCIAL STATEMENTS

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

NOTE 6: EXPLANATION OF TRANSITION FO AUSTRALIAN EQUIVALENTS TO 1FRSs (CONT.)

{c) Intangible assets - goodwill

Under AIFRS, amortisation of goodwill is prohibited and is replaced by annual impairment testing focusing on the cash
flows of the related cash generating unit. Under previous AGAAP, goodwill was amortised on a straight line basis over
the period during which the benefits were expected to arise and not exceeding five years.

The carrying value of goodwill on consolidation at the date of transition was, and continues to be, supported by the cash
flows of the relevant cash generating unit. As such, goodwill amortisation from the date of wransition to AIFRS has been

reversed.

Thie consolidated entity has not elected to apply the new requirements retrospectively, and thecefore amortisation prior to
the date of transition has not been reversed.

(i} At T July 2004
No effect.
fii} At 31 December 2004

Increase in intangibles of $36,517, a decrease in amortisation expense of $36,517 and an increase in closing retained
earnings of $36,517.

fiii) At 30 June 2005

Increase in intangibles of $73,034, a decrease in amortisation expense of $73,034 and an increase in closing retained
earnings of $73,634.




DIRECTORS’ DECLARATION

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

In the Directors” opinion:

{a} the financial statements and notes set out on pages 3 {0 24 are in accordance with the Corporations Act 2001,
including:
(1) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory

professional reporting requirements; and
(i) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2005 and
of its performance, as represented by the results of its operations and its cash flows, for the half-year

ended on that date; and

{b) there are reasonable grounds fo believe thar Loftus Capital Partners Limited will be able to pay its debis as and
when they become due and payable.

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

David Schwartz
Chairman

Sydney
20 February 2006
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INDEPENDENT REVIEW REPORT

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

HORWATH MELBOURNE
Chartered Accourniants
A member of Horwarth International

Rialto, 525 Collinsg Street Melbourne 3000
PO Box 4736 Melbourne
Victoria 3001 Australia

Independent review report on the financial report fo members of Loftus Capital Partaers and controlled Lntities
Limited {“Loftus Group™)

We have conducted an independent review of the accompanying financial report of the Loftus Group for the half-year
ended 31 December 2005. The financial report comprises the consolidated balance sheet at 31 December 2003, and the
consolidated income statement, statement of changes in equity, cash flow statement, summary of significant accounting
policies and other explanatory notes, and the directors” declaration for the half year then ended. The consolidated entity
comprises both the company and the entities it controlled during that half-year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and falr presentation of the financial report in
accordance with Accounting Standards in Australia and the Corporafions Act 2001, This responsibility includes:
designing, implementing and maintaining internal controls relevant to the preparation and fair presentation of the
financial report that is free Trom material misstatement, whether due to fiaud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auaditor’s Responsibifity

Our responsibility s to perform an independent review of the inancial report in order 1o state whether, on the basis of the
procedures described, anything has come to our attention that would indicate that the financial report is not presented
fairly in accordance with Accounting Standard AASB 134 “Interim Financial Reporting” and other mandatory financial
reporting requirements in Australia and the Corporations Act 2001, so as to present a view which is consistent with our
understanding of the consolidated entity’s financial position, and performance as represented by the results of its
operations and its cash flows, and in order for the company to lodge the financial report with the Australian Securities
and Investments Comnission.

Our review was conducted in accordance with Australian Auditing and Assurance Standards applicable to review
engagements. A review is limited primarily to inquiries of the company’s personnel and analytical procedures applied to
the financial data. These procedures do not provide all the evidence that would be required in an audit, thus the level of
assurance provided is less than that given in an audit. We have not performed an aodit and, accordingly, we do not
express an audit opinion.

Independence

We are independent of the company and group, and have complied with the independence requirements of the
Corporations Act 2001




INDEPENDENT REVIEW REPORT

for the Half-Year ended 31 December 2005 Loftus Capital Partners Limited and Controlled Entities

Statement

Based on our review, which is not an aodit, we have not become aware of any matter that makes us believe that the half-
year inancial report of the Loftus Group is not in accordance with the Corporations Act 2001, including:

{a) giving a true and fair view of the consolidated entity’s financial position as at 31 December 20035 and of its
performance for the hall~year ended on that date; and

{b) complying with Accounting Standard AASB 134 “lnterim Financial Reporting” and the Corporations
Regulations 2001,

Dated the 20™ day of February 2006.

HORWATH MELBOURNE
Chartered Acconntants

NICHOLAS E BURNE
Partner




