Cromwel Corporation timited

ASX Release
19 March 2004

Cromwell to issue new class of Preference Shares

Cromwell Corporation Limited has today lodged an Offer information Statement {"0I5”) with ASIC for the
issue of 100,000 Property Preference Shares in Cromwell Corporation Limited at $1.00 per share to raise
$100,000

The Property Preference Shares will be issued to facilitate investment by Cromwell in the Cromwell
Diversified Property Trust, a Managed Investment Scheme for which Cromwell acts as Responsibie Entity.

A copy of the 0I5 is attached.

ENDS

For further information please contact: Paul Weightman, Chairman, Cromwell Corporation, Phone: (07) 3225 7777 or 0411 111 028,

Cromwelt Corporation Limited is fisted on the Australian Stock Exchange and since recapitalisation in 1998, has established and maintained
a track record for developing high quality, high vielding investment products for investors and defivering value for shareholders.

Cromwelt Property Securities Limited, a wholly-owned subsidiary of Cromwell Corporation Limited, is an unlisted public company and was
incorporated expressly for the purpose of promoting and managing planned investments. Cromwell Property Securities Limited was issued
a Dealers Licence by the ASIC in 1997 entitling it fo act a8 single responsible enfity of direct property and mortgage schemes.

Cromwell Property Services Ply Lid Is a wholly-owned subsidiary of Cromwett Corporation Limited, holds a Corporate Real Estate Licence,
and performs an ongoing role in managing the company’s property portiolio.

Cromwelt Capifal Limited is a wholly-owned subsidiary of Cromwell Corporation Limited and focuses on the provision of investment analvsis

and the management of the higher yielding range of mezzanine debt products. Cromwell Capital conducts the day-to-day management
activities for 2l mortgage investment schemes on behalf of Cromwell Property Securities Limited.
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CROMWELL CORPORATION LIMITED
ABN 44 (001 056 980

OFFER INFORMATION STATEMENT
Dated 19 March 2004

For the issue of 100,000 Property Preference Shares in Cromwell
Corporation Limited at $1.00 per share to raise $100,000

This Offer Information Statement is not a prospectus within the
meaning of the Corporations Act and has a lower level of disclosure

requnirements than a prospectus.

This document is important and should be read in its entirety. Please
consult your professional investment advisor before you invest under
the Offer Information Statement.

Applications for shares in Cromwell Corporation Limited can only be mede by completing the
Application Form contained in this Offer Information Statentent in accordance with the insiructions
set out in the Application Form.
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2. IMPORTANT INFORMATION

This Offer Information Statement (OIS) is dated 19 March 2004 and was lodged with
ASIC on that date. ASIC does not take any responsibility for the contents of the OIS.
No securities will be allotted or offered on the basis of this OIS later than 13 months
after the date of this OIS.

The OIS will be made generally available during the Exposure Period by being posted
on the Company’s website at www.cromwell.com.an. In addition, copies of the OIS
will be made available on request to members of the public by calling the Company
during the Exposure Period. The purpose of the Exposure Period is to enable the OIS
to be examined by market participants prior to raising funds. Potential Investors
should be aware that such examination may result in the idenfification of deficiencies
in the OIS and, in those circumstances any Application that has been received may
need 10 be dealt with in accordance with Section724 of the Corporations Act.

Applications for Property Preference Shares during the Exposure Period will not be
accepted until the Exposure Period hag expired and no preference will be given to
persons who lodge their Application Forms during the Exposure Period.

Before deciding to apply for Property Preference Shares in the Company pursuant o
this OIS, prospective Investors should read the entire OIS and consider the risk factors
that could affect the financial and operating performance of the Company.

Prospective Investors should obtain professional advice before deciding whether to
apply for Property Preference Shares in the Company.

You should carefully consider whether Property Preference Shares are an appropriate
investment for you. Refer to the section titled Risks of Investing for details relating fo
investment risks and investment considerations.

Certain words and terms used in the OIS have defined meanings which are described
in the Glossary of this OIS.

The distribution of this OIS in jurisdictions outside Australia may be restricied by law
and persons who come into possession of this OIS should seck advice on and observe
the requirements of these laws. Non-observance by such persons may violate
securities laws. Any recipient of this OIS residing outside Australia should consult
their professional legal advisors before investing. The OIS does not constitute an
offer in any place in which, or to any person to whom, it would not be lawful to make
such an offer.

Page 2



3. THE OFFER

Investors are invited to subscribe for 200 parcels of 50 OProperty Preference Shares
each in Cromwell Corporation Limited at $1.00 per share.

Applications must be for a minimum of one parcel of 500 Property Preference Shares
at a cost of $500. There are 200 parcels on offer under this OIS. An Application for
more than one parcel may be made by an Investor. However, the Company may
accept or reject an Application in its absolute discretion and may either allot a lesser
number of parcels than that applied for or not accept an Application at all.

Application Monies will be held in a separate bank account in trust for Applicants
until allotment of Property Preference Shares occurs. This account will be established
solely for the purpose of depositing Application Monies received.

All interest earned an all Application Monies (including those which do nof result in
allotments of Property Preference Shares) will be retained by the Company.

The Minimum Subscription is $100,000 comprising 100,000 Propetty Preference
Shares to be held by no fewer than 50 Investors. In the event that Minimum
Subscription is not received by 26 March 2004, all Application Monies will be
refinded.

Application Monies receive in respect of shares which are not issued will be refunded
to Applicants.

TWO CLASSES OF SHARES IN THE COMPANY

The Company presently has on issue 156,642,896 ordinary shares. The Property
Preference Shares offered under this OIS constitule a separate class of shares in the
Company to ordinary shares.

RIGHTS ATTACHED TO PROPERTY PREFERENCE SHARES
Each Property Preference Share is a preference share which is redeemable:

- by the holder of the Property Preference Share at a price of $1.00 on the
termination date of the CDPT which is 26 November 2012 unless terminated
earlier under the Constitution of the CDPT; and

- at the Company’s option by way of a pro-rata offer to all Property Preference
Share holders to buy back each Property Preference Share at a price of $1.00
under any capital reduction or share buy-back proposal of the Company.

Each PPS will have the right fo a dividend at a rate equal to the higher of 8.5% pa or
95% of the weighted average cash distribution rate from the units held by the
Company in the CDPT.

Forecasts for the CDPT are contained in the Prospectus for the CDPT which was
lodged with ASIC on 12 March 2003.

The finaneial report of the CDPT for the year ended 30 June 2003 which was lodged
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with ASIC on 30 September 2003 contains details of the financial performance,
financial position and cashflows of the CDPT for the year ended 30 June 2003.

The half-year financial report of the CDPT for the period ended 31 December 2003
which was Jodged with ASIC on 12 March 2004 contains details of the financial

performance, financial position and cashflows of the CDPT for the six months ended
30 June 2003.

Dividends will be paid every 6 months, provided that the Company makes sufficient
profits to effect the payment. Dividends may be fully franked, partly franked or
unfranked at the Company’s option. Any payment not made will accumulate until
such time as the Company makes sufficient profits to make the payment. Each
Property Preference Share will have:-

- the right to preferential payment of dividends and retumn of capital over an
ordinary share in the Company; and

- the right to vote (each share conferring one vote on a poll) in each of the
following circumstances and in no others:

» during a period during which a dividend (or part of a dividend) in respect
of the Property Preference Share is in arrears;

» onaproposal to reduce the Company’s share capital;

s onaresolution to approve the terms of a buy-back agreement;

» onaproposal that affects rights attached to the Property Preference Share;
¢ on aproposal to wind up the Company;

e on aproposal for the disposal of the whole of the Company’s property,
business and undertaking; and

¢ during the winding up of the Company.
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4. THE COMPANY AND ITS BUSINESSES
The Company is listed on the ASX (ASX code CMW) and operates 3 business units:

Cromwell Property Securities Limited (CPSL) - a wholly-owned subsidiary of the
Company, is an unlisted public company, which was incorporated expressly for the
purpose of promoting and mapaging planned investments. CPSL was issued with a
dealer’s licence by ASIC in 1997 entitling it to act as a single responsible entity of
direct property schemes and presently holds an Australian Financial Services Licence
(No. 238052) entitling it fo manage and promote direct property and mortgage
schemes. CPSL currently has over $330m of assets under management.

Cromwell Capital Limited (CCL) - a wholly-owned subsidiary of the Company, is
an unlisted public company, which provides investment analysis and the management
of higher yielding mezzanine debt products. CCL manages all mortgage investment
schemes on behalf of CPSL.

Cromyell Property Services Pty Ltd (CPSV) — a wholly-owned subsidiary of the
Company, holds a corporate real estate licence and manages the properties owned by
the managed investment schemes promoted and managed by CPSL.

In addition, the Company invests in and developes property in its own right and in
joint ventures with other parties.

3. APPLICATION OF FUNDS

If Minimum Subscription is received, the proceeds of the issue will be applied by the
Company in acquiring 100,000 units of $1.00 each in the Cromwell Diversified
Property Trust (“*CDPT”) ARSN 102 982 598.

The prospectus for the CDPT was lodged with ASIC on 12 March 2003 and is
available for inspection on the ASIC websiie and on the Company’s website
www.cromwell.com.au.

6. FINANCIAL STATEMENTS
Audited Financial Statemnents of Cromwell Corporation Limited for the year ended 30

Tune 2003 and audited Financial Statements for the year ended 31 December 2003 are
in the Schedule to this OIS,
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7. DIRECTORS

The directors of the Company have a diverse background and wide variety of skills
and experience in the promotion and management of direct property schemes, which
are critical 1o the acquisition, management and sale of real property. These skills
include areas such as property acquisition, valuation, financial and credit analysis,
loan structuring, property law, real estate agency, fumds and asset management,
accountancy and development management. The directors of the Company are:

Panl Weightman — Executive Chairman

Paul is a partner in the law firm Creagh Weightman and is on full time secondment to
the Company as Executive Chairman. Paul was admitted as a solicitor in 1986. He has
extensive commercial/corporate legal expericnce in respect of public listings, mergers
and acquisitions, taxation and stamp duty, joint ventures, property development and
property conveyancing, Paul has supervised the acquisition, development, leasing and
sale of many commercial properties. Paul has primary responsabﬂzty for co-ordinating
all aspects relating to the acquisition of property.

Ross Stiles — Managing Director

Ross has been employed in the financial services industry for in excess of 28 vears,
and brings to the Board of CPS a wealth of experience in both funds management and
financial planning. During his career Ross has served in senior executive positions
with some of Australia’s most prominent funds management companies, where his
duties included the management and supervision of significant client investment
accounts and marketing of umit trusts. Ross is a member of the Financial Planning
Association of Australia and the Australian Institute of Company Directors. Ross has
primary responsibility for managing CPS relationships with financial planners and
wholesale investors.

Robert Pullar —~ Non~executive Director

Robert is a Director of the Brisbane based property development company, Citimark
Properties Pty Lid. He was previously a pariner with accounting firm Douglas Heck
and Burrell and is an experienced chartered accountant specialising in property
investment, taxation and corporate reorganisation. Robert is chairman of the Urban
Development Institute of Australia (UDIA) Retail/Commercial Committee, a member
of the UDIA Government Liaison Committee and a Fellow of the Australian Instifute
of Company Directors,

Daryl Wilson — Executive Director

Daryl is a qualified accountant and a menber of the Institute of Chartered
Accountants of Australia with 13 years experience in the finance indusiry. Daryl
previously worked as a chartered accountant specialising in providing business
advisory services to a large number of clients, including many in the property
industry. Daryl is Finance Director of the Company, and has primary responsibility
for finance, funds management, risk management and compliance functions.
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8. RISKS OF INVESTING

There are a number of risk factors which could impact on your investment in Property
Preference Shares and have an effect on projected dividends and the amount to which
vou are entitled on redemption of Property Preference Shares.

Dividends on Property Preference Shares cannot be paid unless the Company has
made sufficient profits from which to pay the dividends. Whilst the right to payment
of a dividend to the holder of a Property Preference Share will accumulate until such
time as the Company has made sufficient profits to pay the dividend, there is no
certainty that the Company will make sufficient profits to pay any dividends.

The ability of the Company to redeem Property Preference Shares is subject to the
Company having sufficient assets to funds the cost of redemption. The shares may
onty be redeemed out of profits, a fresh issue of shares for the purposes of redemption
or by way of a share capital reduction or buy-back proposal by the Company for all
shareholders. There is no certainty that the Company will have sufficient funds to

‘meet redemptions. The proceeds of subscriptions for Property Preference Shares will

be applied in acquisition of units in the CDPT which are not liquid and may not be
readily realisable. As a result there may be delays in redeeming Property Preference
Shares.

Holders of Property Preference Shares are entitled fo a dividend in an amount which
is the higher of 8.5% pa and 95% of the weighted average cash distribution income
from the units held by the Company in the CDPT which have been acquired from the
proceeds of subscriptions for Property Preference Shares. Whilst the Company has an
obligation to pay a minimum dividend to holders of Property Preference Shares of
8.5% pa, the entitlement of holders of Property Preference Shares to a higher dividend
is dependant on the performance of the CDPT. The risks associated with investment
in the CDPT are set out in the Prospectus which has been lodged with ASIC on 12
March 2003, Those risks comprise both general and specific investment risks and
include the risks set ouf below:-

General Risks

Economic Factors

The returns on investments are affected by a range of economic faciors including
changes in inferest rates, exchange rates, inflation, government policy (including

monetary policy and other laws) and the general state of the domestic and
international economies.

Market Conditions
There are general risks associated with property related investments. The market can

rise and fall and no guarantee can be given as to the state of the market throughout the
term of the CDPT.

Taxation

Changes in government policy or legislation in relation to laxation may adversely
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affect the CDPT or Investors in the CDPT, in that it may affect the assessability of
income, the deductibility of expenses or the treatment of frust income.

Specifie Risgks

Tenant Defanlts

Cash distributions may be adversely affected if tenants default under their leases. This
risk is greater where a single tenant provides a substantial proportion of income as is
the case with the CDPT.

Interest and Loan Risk

The CDPT uses borrowings to partly fund the purchase of properties together wilh
funds raised from Investors. The borrowing or “gearing” enhances the potential of
capital gain for Investors if the properties increase in value but it may also increase
any capital loss in the event that the value of the properties falls relative to an un-
geared property investment, The CDPT will continue for longer then the term of its
borrowings and there is no guarantee that the CDPT will be able to refinance its
borrowings. If borrowings are re-financed the interest rate payable may be higher
than current rates.

Increases in interest rates (after any period of fixed interest expires) will increase
interest costs which if not offset by increases in income through higher rental returns
may result in a reduction of the cash distributions of the CDPT.

If there are not sufficient funds to meet the interest payments on borrowings, the
lender may want to enforce its security over the properties and sell one or more of the

properties,

Furthermore, where the terms of a loan to the CDPT require repayment of part or all
of the loan by a certain date, if there are not sufficient resources in the CDPT to
enable repayment, the Trust will be in defaulf under the terms of the loan. This may
affect the ability of the CDPT to make distributions and may reduce the capital value
of a CDPT unit. However, in any such case, the Company will still have an obligation
to pay a dividend of at least 8.5% per armum as set out in Part 3.

_Tenant Renewals

Vacancies may occur due to tenants not renewing or defanlting on their leases, Where
this occurs, CPSL will be required to re-let part or all of the affected properties, which
will involve a delay in the commencement of a new lease or leases with a period when
no rent will be paid. Also, commissions will be payable to real estate agents who
introdunce tenants and incentives or capital works may be required to attract tenants.
All these expenses will be paid by the Trust. Naturally, income generated from the
properties would decrease in this situation. The directors believe that the risk of a
material default by the tenants of the CDPT is extremely low.

Vacancy levels will have an adverse effect on the value of the properties at the time
they are sold. particularly if vacancy levels are significant at the time of sale.
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Insurzanee Risk

It is possible that the Real Property Assets of the CDPT may be damaged or destroyed
by fire or other-disaster, resulting in capital loss, loss of income or, where there is
major damage, the loss of a tenant. All Real Property Asscts are insured against such
risks, subject to the specific provisions in the insurance contract. Insurance on all Real
Property Assets is reviewed not less than annually.

Property Risk

The risks commonly associated with a commercial property investment will apply
equally o this investment. There may be outside influences from time to time, for
example, unforeseen items of expenditure which have not been budgeted for which
adversely affect the net income of the CDPT, and may result in a reduction in
distributions. CPSL has undertaken a thorough due diligence investigation of the
properties owned by the CDPT. Furthermore, CPSL will undertake all necessary
management actions including arranging appropriate insurances fo eliminate or
minimise particular risk.

Ligquidity

Units in the CDPT are likely to be illiquid investments because there is presently no
secondary market for the units. As there is no right to redeem the Company’s
investment, you should be aware that to sell its units, the Company would need to find
a willing buyer who wishes to invest in the CDPT. Any such sale will be governed
by the provisions of the Corporations Act dealing with an offer for the sale of
securitics and the Constitution of the CDPT,

Further aequisitions

The objective of the CDPT is to provide Investors with secure refurns through
investment in a diversified property portfolio. CPSL will acquire additional
properties for the CDPT from time to time for the purpose of increasing the size and
diversity of the property portfolio. It is intended that the portfolio will be diversified
geographically and by market sector and will have a range of tenants from the
sovernment and private sectors.

CPSL cannot forecast the timing of new acquigitions by the CDPT as this will be
determined by the availability of properties which meet the CDPT’s eriteria for
additional purchases set out in the Prospectus and their compatibility with the existing
properties in the CDPTs portfolio. Forecast distributions may be affected by future
acquisitions although it is the intention of CPSL that any such acquisitions will not
adversely affect distributions or the Net Value of the Assets.

Unforeseen Circumstances
The Company has taken into account all foreseeable circumstances and expenses in

preparing this OIS. However, if any unforseen expenses are incurred, the
distributions in the CDPT may be adversely affecied.
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0. ADDITIONAL INFORMATION
The Company reserves the right to reject any Application.

The Company may pay a commission of up to 4% of amounts raised under this OIS to
licensed dealers.

The costs of preparing this OIS are approximately 32,000 not including commiissions.

Johnston Rorke has given (and has not prior to lodgement of this OIS with ASIC
withdrawn) its written consent to the inclusion of the andited financial statements of
Cromwell Corporation Limited in the form and context in which those financial
statements are included, and for the purpose of Sections 716(2) and 729 of the
Corporations Act 2001 was involved only in the preparation of those financial
statements.

Each of the directors of Cromwell Corporation Limited has given his consent o the
lodgement of this OIS with ASIC.

For the purpose of lodgement of this OIS with ASIC, Paul Louis Weightman on
behalf of Cromwell Corporation Limited has signed this OIS pursuant to Section 351
of the Corporations Act 2001.

£ WA/M(?W
Paul Louis Weightman
Chairman

19 March 2004
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10. GLOSSARY

Act or Corporations Act: The Corporations Act 2001 (Cth) as amended.
Applicant: A person or entity who or which submits an Application Form.
Application: An application for shares under the OIS,

Application Form: An Application Form attached to the OIS.

Application Monies: Monies paid by an Applicant fo accompany an Application
Torm.

ASIC: Australian Securities & Investments Commission.

ASX: Australian Stock Exchange Limited.

ASX Listing Rules: The Listing Rules of ASX.

CDPT: The Cromwell Diversified Property Trust ARSN 102 985
Company: Cromwell Corporation Limited ABN 44 001 056 980.
CPSL: Cromwell Property Securities Limited ABN 11 079 147 809.

Investor; An investor under this OIS.

Issue: The issue by the Company of 100,000 Property Preference Shares pursuant to
this OIS.

Offer: The offer of 100,000 Property Preference Shares pursuant to this OIS.

OIS: This Offer Information Statement.

Real Property Asset: Any inierest in real property whether direct or indirect (in the
case where the interest in a real property is held by a company or trust, the shares or
units in which are to be acquired) and where the context permits direct or indirect

interests in a number or portfolio of Real Property Assets.

Subscription: The amount set out on an Application Form paid by the Applicant and
accepted by the Company.

unit; The unit of interest which an Investor holds in the CDPT,

You: Applicanis.
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11.  APPLICATION FORM
TO CROMWELL CORPORATION LIMITED ABN 44 001 056 980

A DETAILS OF THE APPLICANT (PLEASE USE BLOCK LETTERS)

Tndividual

Full Name: T |
Surmame Christian Names

Address: T |

Telephone: I |
Office Home

Email Address: Lot s s tertus s teeeieeereesreonnttrestaistes et scrnes s |

Tax File Number or |

exemption (optional): oottt erieeeeescee st iiepen et e et r e |

Company

Name: f ................................................................... |

ACN or ABN: T, |

Registered Office: ettt i iri s ies s nne s see s Ear e nvaysranrres |

Contact Person: Lottt s stnse e tnetsen s s ern ekt ensenasrnns |
Surname Christian Names

Telephone: e |
Office Home

Email Address: Lot eeeseseenss s or s enee e eere e et en e tinnt s e nnnsen |

Tax File Number or

exemption {optional}: Lttt s e e raeee s aenanbre e re et ety e e s s s zase e raeas |

Number of parcels of 500 shares applied for: . J

1. The Applicant applies to Cromwell Corporation Limited ABN 44 001 056 980 for the above
nurriber of parcels of S00 Property Preference Shares of $1.00 each in the capital of the
Cormpany. Cheques to the value of $500 multiplied by the number of parcels stated above,
shonld be made payable to Cromwell Corporation Limited and crossed “Not Negotiable”.

2. The Applicant agrees to be bound by the Constitution of Cromwell Corporation Limited.
3 The Applicant tenders the appropriate Subscription in respect of the nuniber of parcels of

Property Preference Shares stated above, for which Application is hereby made.

4. Completed Application and cheques should be mailed or delivered to Cromwel Corporation
Limited at Level 19, 200 Mary Street Brisbane, Qld, 4000,
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PPt S

EXECUTION OF APPLICATION
Individuals

Signed by the Applicant in the presence of:

(“the Applicant™)

Wilness

Signed by the Applicant in the presence of:

(“the Apphicant”)

Witness

Company

[For companies with a common seal]
The Common Seal of the Applicant
‘Was affixed in accordance with the

Constitution of the Applicant in the
Presence of:

Director

Director/Secretary

[For companies with a common seal]

Signed in accordance with the Constitution of the
Applicant in the presence oft

Director

Director/Secrctary/Sole Director
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12.

SCHEDULE

Audited Pinancial Statements of Cromwell Corporation Limited for the year
ended 30 June 2003 and the year ended 31 December 2003 follows:-
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
CHAIRMAN'S REPORT

Overview

30 June 2003 represented the end of the fifth full year of Cromwell’s operations since the company was
recapitalised on 1 July 1998, by the subscription of 100,000,000 ordinary shares at an issue price of 80.01
per share. After payment of issue costs, fees and expenses, Cromwsll started its new life with working
capital of approximately $800,000, two full time empioyees, and operated from borrowed premises, with
horrowed aguipment, one phone line and an antiguated Kumahira safe.

As at 30 June 2003, Cromwell, through its subsidiaries had total assets under management in excess of
$350 million, working capital in excess of £3.5 million, recurring incoms from funds management activities in
excess of $2 million per annum, a share price of $0.10 per share, naming rights and signage for a substantial
CBD office building in Btisbane’s Golden Triangle, and a full time staff of 25.

Cromwell’s growth has been built in a large part on the back of its innovative products. The Board recognised
that in order to build funds under management, the group could not compete for properties in a rising rea
estate market if acquisitions were to be subject to successful capital raising. As a result, Cromwell developed
ite short term excluded offer debentures, which have successfully funded a number of acquisitions, and have
developed an enthusiastic and faithTul following. Cromwell also led the way in developing a diversified
syndicated product with the establishment of the Cromwell Diversified Property Trust, which has @ number of
atiractive featurss including the ability to issue convertible underwriting units and capital growth bonus
issues.

Cromwell have built a successful business in the financial services sector, despite the fact that it has been
based in Queensland, and has had to meet very stringent regulatory and compliance requirements. For the
first time in its history, Cromwell's profits from its funds management activities have excesded profits from
property development management, It is the view of the Board, that Cromwell has achieved “critical mass” in
a competitive industry.

2004 and bevond

The strategy for 2004 and beyond can be summarised as follows:

1. Cromwell’s objective is to bulld the valus of its funds under management to more than $1 billion by 30
June 20086,

2, The Cromwell Diversifled Property Trust will be the principal vehicle promoted by Cromwell, and will
acquire the majority of properties to be taken under management. Given the investment criteria for the
CDPT, the Board anticipates that other vehicles will also be promoted.

3. Cromwell will continue to develop its interests in property davelopment oppertunities and mezzanine
funding activities to maintain an income stream which is independent from its funds management
activities, ' '

4, Cromwell will preserve the flexibility to list the CDPT or other vehicles and/or staple its shares to units
in the CDOPT and other vehicles,

5, Cromwell will continue to develop its retail marketing and property management resources. The Board is
of the view that strong internal retall marketing and property management functions differentiate
Cromwell from & number of iis competitors.

Highlights of 2003

Cromwell continued to build the value of its assets under management in the 2003 Financial Year. During the
year, three substantial commercial properties were acguired. In addition, the development project at Marcoola
was completed and the group entered [nto negotiations for additional opportunities for the development of
residential properties.

Net profit before tax of $729,835 while a decrease on the previous year’s result, in consideraed to be a solid
result given the difficulty of securing guality property for acquisition and the fact that the group’s 2003 result
does not include any income from property development management activities.




CROMWELL CORPORATICN LIMITED AND CONTROLLED ENTITIES
CHAIRMAN'S REPORT (cont)

The group’s retall and wholesale marketing networks continued to grow. As | indicated in my last report, the
Board commissioned a strategic review of our sales processes to identify the infrastructure necessary to
increase our fundraising capshilities. After consideration of the recommendations in that review, the Board
made the decision to bring all of our retail marketing activities in-house, In making that decision the Board
took into account the nesd to ensure that all compliance reguiremsnts were mat to a consistent standard in
our dealings with retall investors. Cromwell reached a size at which we were able to undertake those
activities internally in a more cost efficient and effective mannar.

As a consequenca of that decision, we have restructured our relationship with Richard Foster and Associates
Pty Lid. Richard has agreed to project manage the establishment of our internal retail marketing division. We
have also restructured our arrangements with our Sydney retail representatives, David Anderson and Mark
Husselbee, who have made application for their own Dealer’s Licence.

“Thanks to Ross Stiles, Richard Foster, David Anderson and Mark Husselbee for their hard werk to date and
their input into the restructuring process. Wa have also resolved to improve the group’s capacity to attract
institutional and high net worth investors by establishing a full time presence in Sydney and appointing a
relationship manager who wili be based in that office.

The appeal to the High Court in our dispute with the Queensland Office of State Revenue was heard, and
judgement was given in our favour in May with costs, Whilst the repayment of the duty to the Riverfront
Planned investment fastored its cash position, the Scheme has suffered as a result of its lack of liquidity and
the payment by the OSR of interest at the statutory rate of 5,5% per annum was inadequate compensation.
While the result was the correct one, it was disappointing that we had to fight a costly and time-consuming
legal battle against the OSR te protect the interests of our investors. | must express my appreciation to our
legal team of Chris Hansen, David Russell and Mark Robertson and to my fellow Directors for their dogged
pursuit of this decision on behalf of our investors.

Cromwell faced increased compliance obligations and changing accounting and reporting requirements during
the 2003 year. Those issues continue to have an impact on our bottom line. However, the barriers to entry to
our business are ever greater than they were 12 months ago, and will operate to both limit the number of
new entrants to the industry and act as a catalyst for rationalisation. We believe that this will have a positive
impact on the value of the group.

As part of the Federal Government’s restructuring of the financial services sector, Cromwell is required to
obtain & new finaricial sarvieas licence, Whilst Cromwall will be entitied to have its application fast tracked,
the application has required us to undertake a substantial amount of work, Your Dirsctors are also working to
extend tha scope of the existing dealer’s licence held by Cromwell Property Securities Limited and to develop
new products which will be atiractive to investors.

Our main competitors during the year were the major funds and the stapled development and management
vehicles. Compstition was intense on all properties, In the last 12 months Cromwall has undertaken due
diligence Investigations and detailed financial modeiling and submitted offers on properties with a total value .
in excess of $700 million, which have resulted in contracts being executed with vendors on four properties
with a total value of $195 million. The most recent of those properiies was 700 Collins Strest Melbourne,
which is to be purchased by the Cromwell Diversified Property Trust at a price of §133 million, and will be the
subject of an offer in the Trust in sarly 2004.

Cromwell investments have continued to perform strongly, and we anticipate that direct property will
continue 1o be favoured as an asset class by investors for the next 12 to 24 months.

Cromwell received payment of its $1.5 million fee from the Marcoola development in March 2003,

The group has continued to investigate and purgue property development management opportunities.




CROMWELL CORPCRATION LIMITED AND CONTROLLED ENTITIES
CHAIRMAN'E REPORT (cont)

Wae regard risk as an intrinsic part of business which must be managed. The group’s philosaphy in continuing
to undertake development management activities s to compartmentalise risk, with risk being assumed by the
party mest likely to be able to manage it most effectively. As a result, in the developments in which the group
has any involvement, delivery risk is passed to a builder, market risk is minimised through the use of presale
or put and call arrangements and a clear exit strategy is defined at the beginning of a project. Any resulting
risk {and return) is sharad amongst a number of parties, including the developer, its primary financier,
mezzanine invastors, presale underwriters and the group. The Directors are mindful of the state of the
residential proparty market, and will not expose the group to direct development risk.

One of the group’s most significant costs continued to be for compliance. | remain confident that the group
will continue to meet and exceed the standards. With the acquisition of 700 Collins Street, | believe that for
the first time we will be abls 1o achieve economies of scale in our compliance operations for subseguent
acqguisitions.

Spaecial thanks must go to Daryl Wilson, Julie-Ann Beattie and their team in continuing to meet and exceed
our threshold compliance obligations and for ensuring that distribution and payment timetables are met.
Thanks also to Ted Benson and Karen Prentis, the external members of our hardworking Compliance
Commitise.

The past year has also seen the erection and illumination of the Cromwell sign at 200 Mary Street, Brisbane.
The sign, which is visible from many parts of the city has raised the image and awareness of Cromwell in the
market.

Your Directors balieve that Australia will continue to be a beneficiary of the current uncertainty in the world’s
markets.

We continue to see Australia in ganeral and South East Queensland in particular as offering good growth and
resulting opportunity for development and development financing, We thank you for your support to date and
look forward to & profitable future.

Yours Faithfully
Taand,

Paul Weightma
Chairman




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
DIRECTORS” REPORT

Your directors present their report on the company and its controlled entities {“the consolidated entity”}) for the
financial year endad 30 June 2003.

1.

Dirsctors
The names of directors in office at any time during or since the end of the year are:

Mr P.L. Weightman

Mr R.L. Stiles

Mr R.J. Pullar {appointed 28 July 2002}
Mr [D.J. Wilson

Principal Activities
The principal activities of the consolidated entity during the financial year were the promotion and
management of property related managed investment schemes.

There were no significant changes in the nature of the consolidated entity’s principal activities during
the financial year.

Dividends

No dividends were paid or recommended for payment in respsct of the 2003 financial year. While the
Directors continue to review the policy in relation to payment of dividends, it is currently considered
that working capital is best utilised within the consolidated entity and that the high returns on
shareholder funds can continue.

Review of Operations
A detailed review of operations is contained within the Chairman’s Report.

Significant Changes in the State of Affairs

There were no significant changes in the state of affairs of the consolidated entity during the financial
vear other than as disclosed in the accompanying financial report.

Subsetuent Events

Details of subsequent events are included in note 26 in the accompanying financial report.

Likely Developments

The directors believe further syndications will occur as opportunities arise and this activity should, in
turn, enhance the consolidated entity’s fund management portfolic. The consolidated antity is alsp

expected to continue to derive income from the property and morigage related managed investment
schemes for which i is currently the responsible entity/manager.



CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
DIRECTORS" REPORT

8. Envirgrnmental Regulation

The directors are not aware of any partieular and significant environmental regulation under a law af
the Commonwaealih, State or Territory relevant to the consolidated entity.

9. Information on Current Directors
i Paul L Weightman — Exgoutive Director
Qualifications — Rachelor of Commerce, Bachelor of Laws
Experience — Solisitor, and partper of Creagh Weightman Lawyers
Interest in Shares o 186,218,334 ordinary shares in Cromwaell Corporation Limited
$Special Responsibilities -~ Chairman, Acquisitions
Ross L Bties e Executive Director
Exparance — Funds managernent, financial planning
interest in Shares — 6,036,362 ordinary shares in Cremwell Corporation Limited
Special Responsibilities - Funds Management and Compliance
Robert .J Pullar — MNon-Executive Director
Qualifications — Bachelor of Commerce
Experience e Property developer and chartered accountant
Interest in Shares — 21,332,701 ordinary shares in Cromwell Corporation Limited
Daryl J Wilson — Executive Director
Qualifications — Bachelor of Commerce
Interest in Shares — 163,328 ordinary shares in Cromwell Corporation Limited
Special Responsibilities — Company Secretary, Finance and Administration
| 10. Directors” and Executive Officers” Rem.uneratian

The consolidated entity’s policies for determining the nature and amount of remuneration of directors
and senior executives is as Tollows:

Direciors’ fees are subject to shareholder approval.
The remuneralion structure for executive officers, including executive directors, seeks to emphasise

f payment for results through providing various reward schemes, for example the incorporation of
incentive payments based on the achisvement of successful syndication and development projects.

The objective of the reward schemes is to reinforce both the short and long term goals of the
consolidated entity and to provide a commaon interest between management and shargholders.

independent advice on remuneration of Directors and Senior Exscutives is sought whaere appropriate,




DIRECTORS” REPORT

CROMWELL CORPORATION LIMITED AND CONTROLLED ENFHTIES

10. Directors’ and Executive Officers’ Remuneration [cont)

The remuneration of each director of Cromwsll Corporation Limited and each of the executive officers
receiving the highest remuneration during the financial year is as Tollows:

E Salary Censuiting Commissions/  Directors Superannuation
Feesg Bonuses Feas Contributions
$ L3 $ $ %
Directors
P.L. Weightman - 306,000 - - -
A.L. Stiles 188,077 - 118,825 - 15,682
f- R.J. Pullar - . - 25,000 -
: B.J. Wilson 127,154 - - - 10,800
Executive Cfficers
W.R. Foster - 187,478 278,440 - -
0.6, Gipps! 83,077 - 1,538 - 7.200
M. MoCluskey 136,601% - 1,538 - 7,813
M. Cartwright 82,878 - 1,712 - 12,651

12,

13.

11.

* includes termination payment of $53,800
There were no other executive officars.
Directors” Meetings

During the financial year 11 directors’ meetings were held. Attendances were:

Number Nurmber
Eligible to Attended
Attend
P.L. Weightman 11 11
R.L. Stiles 11 g
R.J. Pullar 11 10
D.J. Wilson 11 11

Thetre wers no cormeittee mestings.

Indemnifying Officers or Auditor

Non-Gash
Benefits
&

21,448
24,822

592

2,878
5,670
10,674

Total
=3

321,448
315,216

25,000
138,946

465,818

894,691
151,422
108,015

The company entered into a contract of insurance during the financial year which insures any person
who is or has been an officer of the consoclidated entity against certain liabilities in respect of their
duties as an officer. The terms of the contract prohibit disclosure of certain information, including
details of the specific nature of liabilities covered, levels of cover and the premium paid.

No indemnities have been given or insurance premiums pald, during or since the end of the financial
year, for any person who s or has been an auditor of the company or any of its controlied entities.

Options

No options over unissued shares of Cromwell Corporation Limited have been issued since the beginning

of the year and none are on issue at the date of this report.

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

/QW

P.L. Weighima
Direstor

Dated this 1°I day of September 2003




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES

STATENENTS OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2003

Revenues from ordinary activities
Services

Proceeds from sale of investments
{ther

Total revenues from ordinary
activities

Cost of investments sold

QOther expenses from ordinary
activities

Amortisation/depreciation
Borrowing cosis
Commissions

Computer consulting
Employee & director costs
Insurance

Legal fees

Portfolio monitoring fees
Pramises rental

Property scheme costs
Stamp duty fees
Telecommunications
Travel & entertainment
Other

Note

Profit from ordinary activities before

income tax expense
fncome tax expense

Net profit

Basic sarnings per share

16

19

Consolidated Parent
2003 2002 2003 2002
$ $ $ $
6,717,855 5,214,815 4,087,660 4,335,068
- 3:288;000 = -
1,431,888 770,581 1,286,717 456,097
8,149,743 10,273,178 §,873,377 4,781,185
- (3,288,000) - -
8,148,743 £,985,176 B,373,377 4,791,165
182,641 79,219 122,039 47,356
1,438,439 579,195 331,088 146,278
2,135,226 1,479,090 1,716,817 1,068,667
99,8936 £3,0649 893,831 59,049
2,068,850 1,368,316 1,421,863 1,038,148
116,889 k2,836 118,633 40,446
122,143 182,875 122,143 192,875
- 83,476 - -
213,324 112,182 213,324 112,182
372,202 159,884 324,378 124,654
9,167 51,511 6,600 B(Q,285
81,616 651,111 77,483 44,627
123,966 108,340 60,587 163,360
484,618 636,044 426,114 347,289
7,419,808 5,017,708 5,032,577 2,376,378
729,835 1,967,468 340,800 1,414,787
{130,000} (155,8158) -
599,835 1,811,663 340,800 1,414,787
Cents Cenis
0.38¢ 1.16¢

The staternents of financial performance should be read in conjunction with the accompanying notes.




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
STATEMENTS OF FINANCIAL POSITION

AS AT 30 JUNE 2003

Current Assets

Cash assets
Receivables

Dther financial assets
Other

Total Current Assets

Non-Current Assets
Receivables

Dther financial assets
Property, plant arnd sguipment
Intangible assets

Total Non-Current Assets

Total Asseis

Current Liabilities
Payables
interest-bearing Habilities
Currant tax liabllities
Provisions

Other

Total Current Liahilities

Non-Current Liabilities
Interest-baaring Habilities
Other

Total Non-Current Liabilities

Total Liabilities

Net Assets

Equity
Contributed capital
Accumulated losses

Total Equity

Note

[Culme vy

10
11
12
13
14

11
14

156
16

Consolidated Parent
2003 2002 2003 2002
$ 5 $ £

3,104,068 337,003 1,888,434 134,405
1,755,238 6,763,347 1,983,980 6,463,002
380,500 21,915,461 380,500 3,200,000
104,627 162,873 104,527 152,873
8,344,324 20,168,474 4,447,451 9,949,880
678,423 512,423 679,423 b12,423
1,837,000 1,537,000 375,106 375,108
858,434 267,885 800,691 257,888
165,768 170,537 - -
2,240,822 2,487,525 1,805,220 1,145,415
8,584,940 31,865,809 6,352,871 11,085,395
1,218,809 2,022,848 811,128 1,838,712
163,145 18,215,532 153,145 3,078,652
272,313 236,321 - -
68,312 37,586 52,637 25,301
40,3562 5,183,633 40,352 1,768,072
1,763,831 25,685,820 1,187,262 6,611,787
313,616 167,035 313,618 187,038
124,420 - 124,420 -
438,038 167,035 438,036 167,036
2,191,887 25,862,855 1,595,288 6,678,822
8,382,979 5,793,144 4,757,373 4,416,673
43,618,819 43,618,619 43,618,619 43,618,619
{37,225 640} (37,825,475, (38,861,246} (39,202,046}
$,392,879 5,793,144 4,757,373 4,416,673

The statemenss of financial position should be read i conjunction with the accompanying notes.
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CROMWELL CORPORATION LIMITED ARND CONTROLLED ENTITIES
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2003

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts In the course of operations
Cash payments in the course of operations
Interest received

Distributions received

Borrowing costs paid

Income tax paid

Met cash provided by/lused in} operating
activities 20

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for property, plant and
aguipment

Repayment/{payments} —- debertures issued
by centrolied entity

Proceeds from redemption of investment
Paymenls for other financial assets
Paymaents on behalf of schemes
Repayments by schemes

Loans to controlied entities

Repayment of loans by controlied entities
Loans to other persons

Repayrnent of oans by other persons
Proceeds from sale of investments
Paymerts for other assets

Proceeds from term deposit

Proceeds from custodian

Net cash provided by/{used in) investing
activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from horrowings

Repayment of borrowings

Proceeds from lgase incentive
Repayment of lgass incentive
Paymertts for ioan establishment costs
Other receipts

Net cash provided by/{used in} financing
activities

Net increase/{decrease] in cash held
Cash at the beginning of the year

Cash at the end of the year

Gonsolidated Parent
2003 2002 2003 2002
5 8 $ $

10,636,709 4,124,131 8,322,411 2,684,111
(7,187,791} (4,370,074} {6,855,290) {3,0085,578)
119,823 110,078 99,602 60,803
919,688 233,614 - -
{1,648,898} {417,118} {223,815) {173,813}
(94,0068} - - .
2,875,331 {319,471} 2,342,808 (524,477}
(480,917} {80,550 (480,817 {80,550}
- - 3,200,000 {3,200,000)
21,915,481 - - -
(3,795,861} (18,895,000) {380,500) {100}
(3,910,167} {879,485) {3,810,1867) (425,566}
3,789,842 £79,465 3,789,842 425,566
- - £1,841,704} -

- - 1,311,513 251,576
{757,830} {(571,738) {787,830} (571,738}
1,106,236 3,182,087 1,105,236 3,149,679
- 3,288,000 “ -

(23,895} - - -
48,000 - 48,000 -

- 1,000,500 - -
17,887,689 {12,076,201) 2,381,378 (451,133}
4,679,866 18,487,871 1,679,858 3,357,261
(22,840,662} (6,086,803) {4,704,782) (2,513,000
201,761 - 201,767 -
(36,989} - {36,889) -
- {(126,173) - {126,173}

- 31,455 - 31,465
{17,996,034) 12,296,060 {2,8860,104) 749,533
2,766,968 (99,6822) 1,864,029 {228,077)
337,083 436,715 134,405 360,482
3,104,088 337,003 1,958,434 134,405

The statements of cash flows should be read in conjunction with the accompanying notes.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

SUMIMARY OF SIGNIFICANT ACCOUNTING POLIGIES

This general purpose financial report has been prepared in accordance with Accounting Standards, Urgent
Issues Group Consensus Views, other authoritative pronouncements of the Australian Accounting
Standards Board and the Corporations Act 2001.

It is prepared in accordance with the historical cost convention, except for ¢ertain assets which, as noted,
are at valuation. Unless otherwise stated, the accounting policies adopted are consistent with those of

the previcus year,

The consolidated entity has applied the revised/new Accounting Standards AASE 1028 Employee Benefils
and AASRB 1044 Provisions, Contingent Liabilities and Contingent Assets for the first time for the year
ended 30 June 2003. There has been no material effect as a result of applying the revised/new
standards.

The following is a summary of the material accounting policies adopted by the consolidated entity in the
preparation of the finarncial report.

{a] Principles of Consclidation

The conselidated financial statements incorporate the assets and liabilities of all entities controlied by
Cromwell Corporation Limited [“parent entity”) as at 30 June 2003 and the results of all controlled
entities Jor the vear then ended. Cromwell Corporation Limited and its controlled entities together are
referred to in this financial report as the consolidated entity. The effects of all transactions between
entities in the consolidated entity are sliminated in full,

Investments in assoclates are accounted for in the consolidated financial statements using the equity
method. Under this method, the consolidated entity’'s share of the profits or losses of associates is
recognised as revenue or expense in the consolidated statement of financial performange, and its
share of movements in reserves is recognissd in consolidated reserves, Associates are those entities
over which the consolidated entity exercises significant influence, but not control.

{b) Income Tax

Tax effect aceounting procedures are folowed whereby the income 1ax expense in the statements of
financial performance is matehed with the accounting profit after allowing for permanent differences.
The future income tex benefit relating to tax losses is not carried forward as an asset unless the
benefit can be regarded as being virtually certain of realisation,

{cl  Acquisition of Assets
The purchase method of accounting is used for all acquisitions of assets regardless of whether equity
instruments or other assets are acquired. Cost is measured as the fair value of the assets given up,

gshares issued or lsbilities undertaken at the date of acquisition plus incidental costs directly
attribuiable to the asquisition.

{di Cash
For the purposes of the statements of cash flows, cash includes cash at bank and on hand as well as

highly liquid investments with short periods to meturity which are readily convertible to eash on hand
and are subject to an insignificant risk of changes in value, net of outstanding bank overdrafts,

12




CROMWELL, CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE EINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2063

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont}

{e)

{f)

{g}

{h

(i

i

Receivables

Receivables are recognised at the amounts due. Collectability is reviewed on an ongoing basis. Debts
which are known 1o be uncoliectable are written-off. A provision for doubtful debts is raised where

there is significant doubt as to collection,

Other Financial Assels

Investments In listed and unlisted securities, other than controlled entities and associates in the
consolidated financial statements, are recognised at cost and dividend income or distributions are

recognised in the statements of financial performance when receivable. Controlled entities and
associztes are accountad for in the consolidated financial statements as set out in note 1{a),

Dapreciation
Depreciation is caleulated on a diminishing value basis so as to write off the net cost or revalued
amount of each item of plant and equipment over its expected useful ife to the consclidated entity,

Estimates of remaining useful lives are made on a regular basis for all assets.

The depreciation rates used for each class of depreciable asset are:

Class Depreciatior Rate
Leasehold improvemerits 10%

Plant and. equipment 10-40%
Plant and equipment under finance lease 10-40%

intangible Assels

Licence and systems establishment costs which provide ongoing benefits are initially recognised at
cost and are amortised on a straight Hne basis over 10 years.

Recoverable Amount of Non-Current Assets

The recoverable amount of an asset is the net armount expeacted to be recovered through the net cash
inflows arising from its continued use and subseqguent disposal.

Where the carrying amount of a non-current asset is greater than its recoverable amount, the asset is
written down to its recoverable amount. The expected net cash flows included in determining
recoverable amounts of non-current assets are not discountsd to their present values,

Payables

Trade ereditors and accruals represent labilities for goods and services provided to the consolidated

entity prior to the end of the financial year and which are unpaid. The amounts are unsecured and are
usually paid within 30 days of recognition.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

1., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [cont)

{k}

]

{fm}

Intgrest-Bearing Liabilities

Debentures

Debentures are initially recognised at the nat proceeds received. Where applicable, the discount to
tace value, whish is in the nature of interest, is recognised proportionately over the period of the
underlying instrurnent as a borrowing cost.

Other Borrowings
Other borrowings are recognised at their principal amounts/fface value.

Interest, where applicable, is charged as an expense as if accrues and is included in trade creditors
and aceruals,

Employee Benefits

Wages and Salaries and Annual Leave

Liabilities for wages and salaries, including non-monetary benefits, and annual leave are recognised, in
respect of employees’ services up o the reperting date and are measurad at the amounts expected 10
he paid when the liabilities are setiled.

Long Service Leave

The liability for long service leave expected to be settled within 12 months of the reporting date is
recognised and is measured in accordance with the above. The liability for long service leave
expected to ba settled more than 12 months from the reporting date is recognised and measured as
the present value of expected future payments 1o be made in respect of services provided by
employees up to the reporting date. Conslderation Is given to expected future wage and salary levels,
experience of employee departures and periods of service. Expected future payments are discounted
using market vields at the reporting date on national government bonds with terms to maturity that
match, as closely as possible, the estimated future cash outflows,

Superannuation

Contributions are made by the consolidalad entity to accumulation superannuation funds.
Contributions are charged as expenses as they are incurred,

Revenuse Recognition

Revenue from the provision of services is recognised as Tollows:
Property syndications

*+ promotion - revenue, which can be received in either cash or interests in the managed
investment schemae, is recognised, in part, at seitlement of the relevant property and the balance
recognised proportionately as the equity Interests are issued to or sold 1o external investors.

»  management - revenue is recognised on a propertional basis over time as services are performed.
Mortgage syndications

s management — revenue is recognised on & proportional basis over time as services are performed.
Property development management

+ revenue is recognised at the time of practical completion of the development,

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable
to the financial assets,

Rental revenue is recognised by allocating the reinimum lease payments due on a basis representative
of the pattern of service rendered through provision of the relevant asset.

14



CRONIWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont)

{n}

{0}

{p)

Leased Non-Current Assets

A distinction is made between finance leases which effectively transfer from the lessor 1o the lessee
substantially all the risks and benefits incident to ownership of leased non-current assets, and
operating leases under which the lessor effectively retains substantially all such risks and benefits.

Finance leases are capitalised. A lease asset and Hability are established at the present value of
minimum lease payments, Lease payments are allocated between the principal component of the
lease Hability and the interes! expensa,

The lease asset s amortised over the term of the lease, or where it is Hkely that the consolidated
entity will obtain ownership, the life of the asset. Refer note 1{g} for depreciation rates.

Incentives received on entering into operating leases are recognised as liabilities. lLease payments are
allocated between rental expense and reduction of the liability.

Operating lease payments are charged to the statements of financial performance in the periods in
which they are incurred, as this represents the pattern of benefits derived from the leased assels.

l.easehold Improvements

The cost of improvements to or on leasehold properties is amortised on a straight line basis over the
unexpired period of the lease or the estimated useful life of the imprevement to the consolidated
entity, whichever is the shorter. Refer note 1{g} for depreciation rates.

Borrowing Costs/Loan Establishmant Costs
Rorrowing costs are recognised as expenses in the period in which they are incurred.

Borrewing costs include:

- interest ont bank overdrafts and short-term and long-term borrowings;

- amortisation of discounts or premiums relating to borrowings; and

- amortisation of anciliary costs incurred in connection with the arrangement of borrewings.

Angillary costs ineurred in connection with the arrangement of borrowings are initially recognised as
loan astablishment costs and amortised over the period of the relevant borrowing.

Goods and Services Tax

Revenues, sxpenses and assets are recognised net of the amount of goods and services tax {GST),
except:

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

s for recaivables and payables which are recognised inclusive of GST.

The et amount of GST recoverable from, or payable fo, the taxation authorily is Included as part of
raeceivables or payables.

Comparatives

Where necessary, comparative figures have been adjusted to confarm with changes in presentation in
the current year.



CROMWELL CORPORATION LIMITED AND CONTROLLED ENTHTIES
NOTES TO THE FINANGIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES {cont)

{8} General

This financial report covers both Cromwell Corporation Limited as an individual entity {parent entity)
and the consolidated entity consisting of Cromwell Corporation Limited and its controlled entities.

Cramwell Corporation Limited is & public company limited by shares, incorporated and domiciled in
Australia. Its registered office and principal place of business is

Level 19
200 Mary Street
Brishane, Queensland 4000,

REVENUE

Revenua from operating activities

- managed investment scheme and other
service fees

- property development rmanagement service
fees

Revenue fram cutside operafing activities

- management fee - controlied entities

- distributions - managed investment schemas
- interest

- rent and sub-leass rentals and recoveries

- proceeds - sale of investments

~ other

PROFIT FRONM ORDINARY ACTIVITIES

Profit from ordinary activities before income
tax includes the following specific items:

Amortisation

- licence and systems establishmant costs
- leasehald improvements

- plant and equipment under finance [ease

Depraciation - plant & equipment

Rental expeanses
Premises - minimum lease paymants
~  sub-leases

Other operating leases

Provisions
- employee banefits

Bad and doubiful debis

Net loss on disposal of property, plant and
egquipment

Consolidated Parent
2003 2002 2003 2002
$ & $ $
6,717,865 4,714,615 4,087,680 2,835,068
- 1,600,000 - 1,500,000
6,717,856 $8,214,6158 4,087,660 4,335,068
- - 700,000 189,661
767,831 388,147 - -
119,623 136,377 89,602 87,104
82,868 - 82,868 -
- 3,288,000 - -
461,666 236,037 403,347 179,332
1,431,888 4 QL8 &1 1,288,717 456,007
8,148,743 10,273,178 8,373,377 4,751,165
28,666 25,410 - -
8,128 - 8,128 -
44 568 18,821 43,165 12,146
81,362 432,231 51,293 12,146
71,279 38,988 70,746 35,210
197,747 - 197,747 -
15,577 112,162 186,877 112,162
213,324 112,182 213,324 112,162
7,796 7,407 7,798 7,407
221,120 119,569 221,120 119,569
31,728 14,112 27,286 1,877
- 20,000 - 20,000
11,073 - 11,073 -
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CROMWELL CORPORATION LIMETED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATENMENTS
FGR THE YEAR ENDED 30 JUNE 2003

Consolidated Parent
2003 2002 2003 2002
% % 3 §

INCOME TAX

Income Tax Expense
The income tax expense for the financial year differs from the amount calculated on the profit.  The

differences are reconciled as follows:
Profit from ordinary activities before incoma

tax expense 728,835 1,967,468 340,800 1,414,787
Income tax calculated at 30% {2002+ 30%) 218,951 590,240 102,240 424,436
Tax effect of permanent differences:
Non-deductible items 13,289 16,823 - 9,000
Income tax adjusted Tor  permanent
differences 232,240 606,883 102,240 433,436
Recounment of prior year tax losses not

previously recognised {(102,240) {433,436) {102,240} {433,436}
{Other - {17,512] ~ -
Income tax expense 130,000 155,915 - -

Future Tax Benefis

Future 1ax benefits both consolidated and parent entity of approximately $20 million {2002: $20 million}
have not been booked in respect of carry forward taxation losses. The rate at which these losses can be
used will be determined after a review of the effect of the taxation consolidation regime recently enacted
by the Fedsral Government. A future income tax benefit will be available only if the consolidated entity
derives future assessable income of a nature and of an amount sufficient to enabls the benefit from the
deductions for the tax losses to be realised, the consolidated entity has complied and continues to comply
with conditions for deductibility imposad by eusrent tax legislation and there are no adverse changes 1o
such legisiation.

Franking Credits

Franking credits available for subseguant
financial years {at 30% tax rate) - _

The above amount represents the balance of the franking account as at the end of the financial year
adjusted for:
(it franking credits that will arise from the payment of the current tax liability;

liit franking debits that will arise from the payment of dividends recognised as a liability at the reporting
date; and

[if) franking credits that may be prevented from being distributed in subsegquent financial years,
Tax Consoclidation Legisfation

Cromwell Corporation Limited and its wholly-owned Australian subsidiaries are yet to decide whether or
not to implement the tax consclidation legislation and, if so, the implementation date.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Consolidated Parent

2003 2002 2003 2002
REGEIVABLES % - $ §
Current
Trade debtors 999,663 5,638,002 618,251 5,003,248
Distributions receivable 12,768 164,633 - -
Other debtors 163,355 41,279 163,355 57,678
Amount  receivable from  controlled
entities - . 602,832 372,743
Dseposits and other recoverables 120,325 - 120,325 -
Other loans 489 127 1,019,433 459,127 1,019,433

1,765,238 68,763,347 1,863,880 8,463,002

Nan-Current

Term deposit - 46,000 - 46,000
Qther loans §78,423 486,423 678,423 468,423
§79,423 b12,423 670,423 512,423

Trade Debtors

Trade debtors at 30 Jure 2002 included property devslopment management fees of $1,650,000
{including GST) payable by CCC Marcoola Pty Ltd {("CCC") in relation to a properly development at
Marcoala on Queensiand’s Sunshine Coast and $550,000 (including GST) payable by Norman Park Manors -
Pty Ltd {“NPM"} in relation to a property development at Narman Park, Brishane. The Marcoola
development was at practical completion and invoiced in June 2002 and the Norman Park development
was completed and invoiced in June 2001. NPM and CCC are controlled by the same person. During the
2002 financial year the consolidated entity agreed to defer repayment of the managsment fee owing by
NPM and other lpans owing by NPM {see below} until completion of the Marccola development. Paymaerit
in respect of both fees was received in the 2003 financial year,

Other trade debtors are normally due within 90 days of recognition. Trade debtors are generally interest
free.

Amount Receivable from Controlled Entities .
Amount receivable from conirolled entities is unsecured and interest free with no set repayrment ferms.

Gther Loans

Consolidated Parent
2003 2002 2003 2002

Current $ S $ $
Loans for property developments:
+ Norman Park Manors Pty Ltd - 846,625 - BAB,HB28
¢ CCC Marcoola Pry Lid - 372,808 - 372,808
s (Canham Commodities Corporation Py Lxd 368,627 - 358,627 -
* Margaret Square Piy Lid 73,600 - 73,800 -
» Other 27,000 - 27,000 -

459 127 1,019,433 459,127 1,019,433
hNonr-Currant
{.oans to other persons
¢ Mpoadowbrook Shopping Village Syndicate 479,423 439,423 479,423 439,423
» Employee share plan 200,000 - 200,000 -
o (ther - 27,000 - 27,000

878,423 466,423 679,423 466,423

Other Joans {current) generally comprise costs paid by the consolidated entity on behalf of a third party
developer andfor funds advanced to the developer. Other loans {non-current) includes loans provided 1o
Meadowbrook Shopping Village Syndicate, a syndication managed by the consolidated entity, and South
Pacific Equities Pty Ltd, as trustese for the Cromwell employee share ownership plan,
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CROMWELL CORPORATION LIVETED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOK THE YEAR ENDED 30 JUNE 2003

RECEIVABLES {cont}

The above loans for property developments are to companies related to the same person. The loan to
Canham Commodities Corporation Pty Ltd is secured by an all menies charge over certain property held by
sntities related to Canham Commodities Corporation Pty Lid and bears fixed Interest at the rate of 10%.
The loan to Margaret Square Pty Ltd is secured and bears interest at 10% per annum. Both amounts are
expected to be paid within 8 months of balance date. In 2002 loans for oroperty developrments were
interast free.

The loan to Meadowbrook Shopping Village Syndicate, a property syndicate managed by the consolidated
entity, is unsecured and interest free with no set repayment terms, There are no material creditors of the
Meadowbrook Syndicate other than the consolidated entity and the secured lender. The directors are of
the view that the market value of the property is sufficient o recover the amounts owing to the
consolidated entity, after repaying the secured lender,

The loan 1o the employee share plan {(“the plan”) is secured by a charge over the shares and related cash
held by the plan. At 30 June 2003 the plan held 2,000,000 ordinary shares in Cromwell Corporation Lid
al & cost of $200,000. Refer also 1o notes 21 and 25, Interest is payable on the loan at the FBT rate
pstablished by the Australian Taxation Office {currently 6.05%) and is to be paid monthly in arrears or at
such other times as the parties may agree.

OTHER FINANCIAL ASSETS Consolidated Parent

2003 2002 2003 2002
Current ' $ 5 & %
Interests  in managed  investment
schemes — at cost
- Goulburn Sireet Planned investment

+» Paid up interssls - 18,500,000 - -
« Unpaid interests - 3,415,461 - -
- Cromwell Select Income Fund 380,500 - 380,500 -
- DPabentures issued by CPSL - - - 3,200,000
380,500 21,915,461 380,500 3,200,000
Non-Current

nterests in Mary Street  Planned
lrvestment ~ at eost 1,817,000 1,517,000 - -
Shares in controlled entitias - at cost - - 375,108 375,106
Sharas in other corporations - at cost 20,000 20,000 - -
1,537,000 1,537,000 375,106 375,106

Cromweli Goulburn Street Planned investment

in March 2002 a controlied entity, Cromwell Property Securities Limited (“CPSL") established Cromwell
Goulburn Street Planned Investment {“Goulburn Street P17} for the purpose of syndicating the property at
50 Goulburn Street, Sydney through a managed investment scheme by way of a prospectus. During the
2002 financial year the consolidated entity acquired 18.5 million interests for cash at an issue price of $1
each and 3,416,467 interasts {“the Unpaid Interests”} with an obligation to pay the issue price of $1 each
within 12 months of the issue date (ie by 28 May 2003). Under the prospectus, the interests held by
CPSE were to be sold down to new investors, Refer also to notes 11 and 14. Buring the 2003 finaneial
year all the Unpaid Interests were paid up and all the interests in Goulburn Street Pl were redssmed.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

OTHER FINANCIAL ASSETS (cont)

Cromwell Mary Street Planned Investment

in December 2000 CPSL established Cromwell Mary Street Planned Investment {"Mary Street PI"} for the
purpose of syndicating the Mary Street property through a managed investmentl scheme by way of &
prospectus. The movement in the consoclidated entity’s interests in Mary Street Pl is set out below. All
interests were acquired or sold at the issue price of $1 per interest held.

Consolidated

2003 2002
$ $
Balance at beginning of the financial year 1,517,000 4,210,060
Interesis sold - (2,693,000
Balance a1 end of the financial year 1,517,000 1,517,000

At balance date, the consolidated entity held 8.5% (2002: 8.6%) of the interests in Mary Street Pl

Cromweil Select Income Fund

During the 2003 financial year the parent entity acquired 380,600 interests in the Cromwell Select Income
Fund for cash. Cromwell Select Income Fund provides mortgage loans. At balance date, the parent entity
held % (2002: nil%) of total interests. Since belance date, the investment has been sold at cost.

Debentures lssued by CPSL

During the 2002 financial yesr the parent entity invesied in the debenture issue of its controlled entity,
Cromwell Property Securities Ltd, to assist in funding CPSL's interests in Goulbum Street P {refer to
debenture liabilities in note 11, During the 2003 financial year the debentures wers redeemed.

Shares in Controlled Entities
Carnrying Value of

Country of Equity Holding Parent Entity’s Investment
Name of Entity Formation 2003 2002 2003 2002
% % $ $

Cromwell Property Securities Limited Australia 100 100 345,600 345,000
Cromwall Property Services Pty Ltd Australia 100 100 2 2
Westholme Investments Pty Ltd Australia 100 100 30,002 30,002
Votraint No. 8§62 Pty Lid Australla 100 100 2 p
Peels Trust Australia 100 100 - -
Cromwell Capital Limited Australia 100 100 100 100

375,108 378,106
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES 7O THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

9.

OTHER CURRENT ASSETS

Loan establishment costs™®
Accumulated amortisation

Prespayments

* 2003 expensed as borrowings eosts - $100,838; 2002 - $25,235

PROPERTY, PLANT AND EQUIPMIENT

Leasehold improvements — at cost
Accurnulated amortisation

Plant and equipment - at cost
Accumulated depreciation

Plant and squipment under finance leass -

ai cost
Aceurnulated amaoriisation

Reconciliations

Consolidated Parent
2003 2002 2003 2002
$ L= % %

- 126,173 - 126,173

- (25,238) - {25,238}

- 100,938 - 100,938
104,627 51,835 104,527 51,63b
104,627 152,573 104,527 152,573
193,888 29,883 183,886 28,883
{8,128} - (8,128} -
186,768 29,8493 185,768 28,803
476,122 172,288 439,372 159,886
{151,126) {87,482} {122,119} {77,728)
324,986 84,824 317,253 82,168
402,981 182,331 402,981 157,881
{B5,311) {28,483} (hh, 3TN {12,148}
347,670 152,848 347,870 145,835
28b5,434 267,865 250,681 287,886

Reconciliations of the carrying amounts of each class of properly, plant and equipment &t the
beginning and end of the current financial year are set out below.

Consolidated

Carrying amount at 1 July 2002
Additions

Transfer

Disponsals
Depraciationfamortisation

Carrying amount at 30 June 2003

Parent

Carrying amount at 1 July 2002
Additions

Disposals
Depreciation/amortisation

Carrying amount at 30 June 2003

INTANGIBLE ASSETS

Licence and systems establishment costs

Accumulated amortisation

Leasehold Plant and Equipment Total
Improvements Owned Urider Leass
$ $ $ %
29,893 84,824 152,848 267,560
164,003 316,914 245,000 725,917
- 5,610 {5,810} -
- (11,073} - {11,073)
{8,128) {7°1,279) i44,568) (123,975}
185,768 324,998 347,670 268,434
28,893 82,158 145,835 257,886
164,003 316,814 245,000 725,917
- {11,073} - €11,073)
(8,128} {70,746) (43,165} {(122,039)
185,768 317,253 347,870 850,681
Consolidated Parent
2003 2002 2003 2002
$ $ 8 &
277,884 204,100 -
{112,228) (83,563) -
185,765 170,637 -
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CROMWELL CORPQRATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Consolidated Parent
2003 2002 2003 2002
$ $ 2 $
10. PAYABLES
Frade creditors and aceruals 982,031 1,788,070 684,380 1.411,834
Other ¢reditors 226,778 228,778 228,778 226,778
1,218,809 2,022,848 011,128 1,638,712
11. INTEREST-BEARING LIABILITIES
Current
Sacured
Debentures
- Goulburn Street - 15,130,320 - -
Other loanis - 3,000,000 - 3,080,000
|_ease liabilities 68,057 27,961 88,057 22,401
68,067 18,158,281 68,0067 3,022,401
Unsecurad
QOther loans 85,088 57,2581 85,088 57,251
153,148 18,216,632 153,145 3,078,852
Non-Current
Lease liabilities — secured 313,616 167,035 313,616 167,035
Debentures

. The Goulburn Street debentures at 30 June 2002 were issued by a controfled entity, Cromwell Property
Securities Limited {“CPSL"}, to fund the consolidated entity’s investment in interests in Cromwell
Goulburn Sireet Planned Investment ("Goulburn Street PIY). The debentures had a term of 12 months
from issue date (27 May 2002) and were repaid from the proceeds on sale of the interests in Goulburn
Street Pl. The debentures had a fixed interest rate of 10% per annum paid monthly in arrears [plus 2%
borus intersst on repayment} and were secured by a charge over the consolidated entity’s paid up
interests in Goulburn Street Pl {refer note 8). The parent entity also provided a guarantee in respect of
the repayment of the debentures,

Cther Loans - secured

Other secured logns at 30 June 2002 were drawndown on 28 May 2002 to assist in funding the
parent entity’s investment in debentures issued by CPSL. The loans incurred interest at 8% per
annum and had a term of 3 months., The borrowings were secured by a charge over the parent
entity’s investment in the debaentures {see note B8] plus a fixed and floating charge over the parent
entity and a fixed charge over the parent entity’s shares in CPSL and CPSL's interests in Mary Street
Pl. In August 2002 the parent entity redeemed debentures in CPSL. and applied those funds to repay
the secured loans of §3 million,

Other Loans - uasecured
Giher loans unsscured are generally repayable in fixed monthly instalments. Interest is payable on the
loans at a Tixad rate of 4.4% {2002: 3.3%).

Leass Liabilities
Lease liabilities are effectively secured as the rights to the relevant assets revert to the lessor/financier
in the event of default.

Assets Pledged as Security

Interests in Goulburn Street Pl were pledged as security for the respective debenture liabilities.
Interests in Mary Street P} and zll other assets of the parent entity had been pledged as sacurity for
the other locans as roted above. Plant and equipment under finance lease effectively secures lease
liabilities as noted above.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

12.

13.

14.

15.

Consolidated Parent
2003 2002 2003 2002

CURRENT TAX LIABILITIES $ & $ $
Ingome tax 272,313 238,321 - -
PROVISIONS
mployee benefits $9,312 37,586 52,637 25,351
Number of employess at end of financial
year 25 13 17 11
Employee benefit and related on-cost
Hiabilities
Current
Inciuded in trade creditors and accruals 230,074 187,261 122,518 172,960
Provision for employee benefits 69,312 37,686 52,837 25,351
Aggregate employee benefit and related
on-cost liabilides 299,388 224,847 175,155 198,311
OTHER LIABILITIES
Current
Unpaid interssts — Goulburmn Street Pl - 3,415,461 - “
Unearngd revenus - 1,768,072 - 1,768,072
Lease incentive 40,352 - 44 362 -

40,362 5,183,533 40,382 1,768,072
Non-Current
Lease incentive 124,420 - 124,420 -

The consolidated entity was Issued 3,415,461 interests {“the Unpaid Interests”} in Goulburn Strest P
with an obligation to pay the issue price of $1 each by 28 May 2003 (see also note 6). In the 2003
financial year all the unpaid interests were paid up and redeemed.

Unearned revenua related to the acgquisition coordination fee in respect of Cromwell Goulburn Street
Planned Investment. The consolidated entity allocates the fee between property acquisition, which
occurred in May 2002, loan establishment and the subscription of interests in the scheme. The
unearned revenue was recognised as revenue in 2003 as the remaining interests were issued during the
2003 financial year.

During the 2003 financial year the consolidated entity entered into a new lease and received an
incentive from ihe lessor {Cromwell Mary Street Planned Investment, a scheme managed by the
consolidated entity) in respect of its new premises.

CONTRIBUTED CAPITAL

Share Capital
156,642,896 {2002: 156,642,898] Tully
paid ordinary shares 43,618,819 43,618,619 43,618,619 43,618,619

Thers have been no movements in contributed capital in the last two years,

Ordinary Shares
Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the
parent entity in proportion 1o the number of and amounts paid on the shares held.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is
entitied To ane vote, and upon a poll each share is entitled 1o one vote,
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATENENTS
FOR THE YEAR ENDED 30 JUNE 2003

Consolidated Parent
2003 2002 2003 2002
16. ACCUMULAYED LOSSES 3 $ s &
Accumulaied losses at the beginning of
the financial year {37,825,478) (38,637,028) (39,202,048) (40,616,833
Met profit 598,835 1,811,883 340,800 1,414,787
Accurnulated losses at the end of the
financial year (37,225,640 (37,825,475) (38,861,246) {39,202,046)
17. DIRECTORS' AND EXECUTIVES” RENMUNERATION
Dirgctors of Entities in Directors of Parent Entity
Consolidated Entity
2003 2002 2003 2002
Direciors’ Remuneration $ $ $ $
Income paid or payable, or otherwise made
available to directors {inciuding salaries paid to
exsculive directors) by entities in  the
consolidated entity and related parties in
connection with the management of affairs of
the parent entity or its controlled entities 1,512,838 1,307,6b8 B0G,810 538,013
The number of parent entity directors whose
total income from the parent entity or related
parties was within the specified bands is as
follows:
§ § No. Mo.
20,000 - 29,998 1 -
30,000 - 39,899 - E]
60,000 - £9,008 - 1
130,000 - 139,908 1 -
210,000 - 219,809 - 1
220,000 - 228,888 - 1
310,000 - 319,098 1 -
320,000 - 322,998 1 -
Executive Officers of Executive Officers of
Consolidated Entity Parent Entity
2003 2002 2003 2002
Executives’ Remuneration $ $ ] $
Rermunerstion received, or due and receivable,
from entities in the consclidated entity and
related parties by executive officers (including
directors} whose remuneration was at least
$100,000 1,500,962 1,165,163 775,610 541,062
The number of executive officers (including
directors) whose remunsration from entities in
the consolidated entity and related parties was
within the specified bands is as follows:
= % Mo, No No. No
100,000 - 108,989 1 1 - 1
130,000 - 138,989 1 - 1 -
160,000 - 152,859 1 - - -
210,060 - 219,888 - 1 - 1
220,000 - 229,888 - 1 - 1
310,000 - 318,208 1 - 1 -
320,000 - 328,898 1 - 1 -
480,000 - 465,899 1 - - -

520,000 - 628,999
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Consolidated Parent
2003 2002 2003 2002
18. AUDITOR’'S REMUNERATION § 3 § %

During the year the auditor of the parent entity

aarned the following remuneration:

Audit or review of the financial reports of the

entity or any entity in the consolidated entity 55,000 28,000 38,650 21,8500
Taxation and other services 15,380 29,350 15,380 23,880
Total remuneration 70,430 58,350 53,830 45,360

19.

20.

{a)

There was no remuneration paid to related practices of the auditor of the parent entity.

1 addition {0 the above the auditor receives remuneration for services relating to other entities {schemes}
for which Cromwsll Property Securities Limited, a controlled entity, acis as responsible entity. The

remuneration is disclosed in the relevant entity’s financial report.
Consclidated

EARNINGS PER SHARE 2003 2002
Basic earnings per share - cents 0.38¢ 1.16¢
Waeighted average number of ordinary shares used as the denominator

in caloulating basic earnings per share 156,642,896 1b56,642,896

Earnings for the purpose of the calculation of basic earnings per share is the net profit,

No potential ordinary shares existed during the year. Accordingly, diluted and basic sarnings per share
are the same.

Consolidated Parent
2003 2002 2003 2002
CASH FLOW INFORMATION § $ $ $
Reconcilistion of Net Profit to Net Cash
From Dperating Activities
Net profit 599,835 1,811,553 340,800 1,414,787
Amortisation and depreciation 162,641 79,219 122,038 47,356
Amortisation of loan establishment costs 103,938 25,235 100,938 25,235
Revenue received otherwise thar in cash - {280,000} - -
Other 11,073 20,000 11,073 20,000
Changes in opsrating assets and liabilities,
net of effects from disposal of controlled
antities:
{Increasel/decrease:
Trade and other debtors 4,416,264 {4,7168,465) 4,282,220 {4,506,268)
Distributions receivable 151,888 {164,633} - -
Prepoyments {52,882} {28,131} {62,892) (41,870}
increase/(decreaseal:
Payables {804,039) 815,852 {727.584) 746,336
Current 1ax lighilitles 35,982 165,918 - -
Frovisions 31,7286 14,112 27,286 1,877
Unearned revenue {1,768,077%} 1,768,072 (1,768,072} 1,768,072
Net cash provided by/{used in} operating
activities 2,875,331 (319,471) 2,342,808 {624.477)
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NOTES TO THE FINANCIAL STATEMENTS
| FOR THE YEAR ENDED 30 JUNE 2003

Consolidated Parent
2003 2002 2003 2002

20. CASH FLOW INFORMATION (cont} $ $ $ $

(b} Non-Cash Activities
s Acqguisition of plant and equipment by
meeans of finance lease 245,000 167,981 245,000 157,981
s Services revenue  from  property
schemes received otherwise than in
cash, being received in the form of
interests in schemes - 200,000 - -

« Unpaid interests in Goulburn Street P - 3,415,461 - -

The consolidated entity periodically acquires interests in managed investment schemes sither directly or
indirectly through paying various costs on behalf of schemes. Whether direct or indirect the payments are
shown in the statements of cash flows as payments for other financial essets.

{c)} Finance Facilities
The sonsolidatad entity had no available finance facilities at balance date.

21, RELATED PARTIES

ta} Birectors
The names of parent entity directars during the financlal year are:

P.l.. Weightman
R.l.. Biiles

D.J. Wilson
R.J. Pullar

Information on remuneration of directors 1s disclosed in note 17,

{h} Transactions with Directors and Director Related Entities

Fees for legal and compliance services
provided by a firm of which P L
Weightman is a partner 153,443 201,281 124,148 167,527

Charges for rental of premises by an
entity associated with P L Weightman 15,677 110,888 18,677 110,889

ncome from rental  of premises
provided to an entity associated with P
L Weightman 80,323 - 80,323 -

Loan to employee share plan used to
purchase shares in the parent entity
from an entity associated with R |
Stiles 200,000 - 200,000 -

During the 2003 financial year the consuolidated entity entered into a 50/50 joint venture arrangement
with an entity associated with R J Pullar in respect to the put and call agreement for the acquisition of
Cenfury Mouse, 316 Adelaide Street, Brisbane — refer note 24.

The consolidated entity had an agreement with an entity associated with P L Weightman 1o sub-lease
from that entity premises on a month to month basis. During the 2003 financial year the arrangement
was terminated. The consolidated entity has entered into a new lsase of premises at 200 Mary Street,
Brishane., The consolidated antity has also entered into an agreement with an entity associated with
P L Weightman to sub-lease part of those premises to that entity on a month to month basis.

i 26
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21.

fc

(d}

RELATED PARTIES (cont]

2003 2002
Shares - Dirgctors and Director Related Entities No No
Aggregate number of shares and options of the parent entity held
directly, indirectly or beneficially by directors or their director
related entities at balance date:
Ordinary shares 43,780,725 24,927,330

Options - -

Mo shares or options issued or granted by the parent entity were acquired by directors or their director
related entities in the last two financial years.

Transactions within Wholly-owned Group
Cromwell Corporation Limited is the ultimate parent entity in the wholiy-owned group comprising the
sompany ang its wholly-owned controlled egntities. Ownership interests in controlled entities are set out

in note 6.
Transactions between the parent entity and its controlled entities included:

- Debenturss issued by a controlled entity to the parent entity in 2002 and redeemed in 2003 {note
8};

- Loans betwsen the parent and its controlled enlities and repayment thereof {refer Statements of
Cash Flows); '

- Share of syndication fees paid directly to the parent entity by a controllad entity {see below);

. Management fees paid to the parent entity by controlled entities {note 2J;

- Interest received from controlled entity on debentures — 2003 $55,498 {2002: $29,878).

All loans are interest free and unsecured, with no set repayment terms.

Cromwell Property Securities Limited {"CPSL") and Cromwell Corporation Limited {“CCL"} have entered
into a cost and fee sharing agreement whereby certain costs incurred in the establishment of managed
investment schemes are funded by CCL. Under the agreement CCL is entitled to S0% of the
sequisition fee with the remaining 10% allocated to CPSL, although in certain circumstances a greater
proportion of the overall fee has been retained by CPSL where CPSL incurs additional eosts. The net
allocation of the property syndication fees during the year between CCL and CPSL was as follows:

Consolidated CCL CPSL
Note Entity
2003 § $ $
Cromwell Goulburn Street Planned nvestment 1,768,072 1,768,072 -
Cromwaell Diversified Property Trust 2,663,713 2,319,588 244,128
4,331,785 4,087 660 244,126
2002;
Cromwell Northbourne Planned Investment (i} 1,424,600 1,282,14% 142,480
Cromwell TGA Planned Investmant 300,000 270,000 30,000
Cromwell Goulburn Street Planned Investment
- tpial 3,380,000 3,051,000 338,000
- ynearned revenue {1,768,072) | {1,768,072) -
3,346,528 2,835,068 511,460
Note

iy Part of the total syndication fee of $1,424,600 was paid in the form of 200,000 interests of $1
aach in Cromwell Northbourne Planned Investmernt. These interests were sold o external investors
at cost {$200,000] during the 2002 financial vear,

in addition to the property syndication fees noted above, CPSL earns ongoing management fees from
managed investment schemes,
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21.

{e)

22,

BELATED PARTIES (cont)

Transactions with Managed Investment Schemes {managed by the consolidated entity}

CPSL is the responsible entity of & number of managed investment schemeas, which from time to time
invest in other managed investment schemes managed by CPSL. The consolidated entity derives a
range of benefits from schemes managed by CPSL. Those benefits include management fees and the
provision of funds to enable lozns made to the schemes, investments or funding provided by the
consolidated entity to be repaid.

During the 2003 and 2002 financial years the consolidated antity issued debentures to fund iis
ihvestment in interests in Goulburn Strest Pl (see notes 6 & 11). Of these debentures, the foliowing
were issued to planned investment schemes managed by the consolidated entity:

2003 2002
$ 5
Cromwell Goutburn Street Planned Investment 3,000,000 -
Cromwell Planned Investment — No 3 - 380,000
Cromwell Northbourne Planned Investment - 300,000

During the 2003 financial year the above debentures were redeemed. The following interest was paid
by the consolidated entity {included in borrowing costs} to planned investrment schemes:

Cromwell Goulburn Street Planned nvestment 142,807 -
Crormwell Planned Investment — No 3 17,523 3,769
Cromwel Northbourne Flanned lnvestment 13,479 2,865

173,009 6,634

During the 2002 financial year $3 million owing to the consolidated entity by CCC Marcoola Pty [td
[“CCC"} was repaid from funds borrowed by CCC from the Cromwsil Select Ineome Fund, a scheme
managed by the consolidated entity. The funding was in respeect of the property development at
Marcoola which was undertaken by CCC with services provided by the consolidated entity. During tha
2003 financial year the $3 million loan owing by CCC to Cromwell Select Incorne Fund was repaid.

During the 2003 financial year the parent entity acquired 380,500 interests at 1 each in the Cromwell
Select [ncome Fund, Since balance date these interests were sold to third parties at cost.

During the 2003 financizl year the parent entity entered into a lease of premises with Cromwsll Mary
Street Planned Investment {refer note 2 for minimum lease payments paid and note 24 for the
operating lease commitment}. As part of the leass arrangements the parent entity received a lease
incentive as shown in the statements of cash flows,

The directors believe transactions with related parties were on commercial terms and conditions, unless
otherwise stated.

SEGMENT INFORMATION
2003

During the 2003 financial year the consclidated entity operated predominantly in the one business
segment, It derived revenue from management and administrative services provided to property and
mortgage related managed investment schemes for which a controlied entity is the responsible entity.

The consolidated entity operates in Australia only.
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22, SEGMENT INFORMATION (cont)
2002

Primary reporting — business segments

During the 2002 financial year the consolidated entity operated in Australia in the following divisions by

service type:

. Managed Investment Schemes (MIS) Division — the consolidated entity was involved in the
promotion and management of property and mortgage related managed investment schemes.

. Property Development Management (PDM) Division - the consolidated entity was involved in the
management of certein property developments, primarily with one third party developer.

Consalidated

MIS Division BHM Division Entity
% % $
Segment revenus 4,980,652 1,600,000 6,450,652
Bale of imerests in MIS 3,288,000
Uther unaliocated revenue 534,524
: Revenusg from ordinary activities 10,273,176
' Segment result 1,087,753 1,168,767 2,256,520
Unallocated revenus less unallocated expenses (289,062}
Profit from ordinary activities before income tax 1,867,468
income tax expense {158,815}
¢ Net profit 1,811,553
Assets
Sggment assets 4,416,221 3,219,433 7,635,654
Interests in MiS 23,432,461
Other unallogated assets 587,884
Total assels 31,655,898
Liabilities
Begment liabilities 3,131,883 153,758 3,285,612
Liabilities associated with MIS interests 21,545,781
Other unallocated liabilities 1,031,482
Total liabilitias 25,862,888
Aceuisition of non-surrent assets 603,000 - 80,000
Interests in MIS {non-current} .
Unallocated 238,531
298,531
5 Depreciaticn and amortisation 25,410 - 25,410
Unallecated 53,809
79,218

Notes to and forming part of the segment information

{a} Aeccounting policies
Segment information is prepared in conformity with the accounting policies of the entity as
disclosed in note 1 and the segment reporting accounting standard, AASB 1005 Segment
Reporting.

Segment revenues, expenses, assets and liabilities are those that are directly attributable to a
segment and the relevant portion that can be allocated to the segment on a reasonable basis,
‘ Segment assats include all assets used by a segment and consist primarily of operating cash,
i receivables, property, plant and squipment and other intangible assets, net of related provisions,
1 Whila most of these assets can be directly attributed to individual segments, the carrying amounts
of certain assets used joirtly by segments are allocated where appropriate Lased on reascnable
estimates of usage. Segment liabilities consist primarily of trade and other creditors and employee
| henefits. Segment assets and liabilities do not include income taxes or interest bearing liabilities.

b} Inmter-segment transfers
There are no inter-segment transfers.
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23,

FINANCIAL INSTRUMENTS

Derivative Financial Instruments
The consolidated entity doss not normally use derivative financial instruments.

Interest Rate Risk
Cash assets — held in at call bank accounts with variable interest recelvable thereon at market bank

rates which were approximately 4.4% at 30 June 2003 {2002: 3.0%]).

Receivables/payables — generally no interest is receivable or payable thereon except s disclosad in note
b,

Other financial assets - generally no interest is receivable thereon, although the paid up interests in the
managed investment schemes are entitled to & monthly distribution of income from the respective

scheme.

Lease liabilities - the interest rate implicit in each lease is fixed over the relevant lease term. The
average interest rate on the various leases is approximately 6.6% (2002: 6.6%). Leases are payable
by fixed monthly instalments with a residual over the period to 2006,

Other interest-bearing liabilities - see note 11.

Net Fair Valus
The net fair vajues of financial assets and financial Habiiities generally approximate their carrying values.

The major non-current receivable (loan to Meadowbrook Shopping Village Syndicate) is expected to be
recovered in the 2004/2005 year and, given that the loan is non-interest bearing, it is estimated to
nave & net fair value in the order of $40,000 - $60,000 less than carrying value. However, as it is the
consolidated entity’s policy not to discount to present value in detarmining the recoverable amount
these receivables are recognised at the amount due,

Credit Risk
The credit risk on financial assets which have been recognised in the statement of financial position is

generaliy the carrying amount, net of any provisions.

The sonsolidated entity has the following material credit risk exposures arising from concentrations of

gredit risk at balance date:
Consolidated

2003 2002
Receivables $ §
Amounts due from a third party property developer:
» trade debtors - Norman Park Manors Pty Lid - 550,000
- CCC Marcpola Pty Ltd - 1,680,000
= other loans - Norman Park Manors Pty Lid - 646,625
- CCC Marcoola Pty Ltd - 372,808
- Canharm Commodities Corporation Pty Lid 358,827 -
- Margaret Sguare Pty Lid 73,800 -
«  Other 27,000 -

469,127 3,219,433

Loan ic property syndicate managed by the epnsolidated entity
* Meadowbrook Shopping Village Syndicate 479,423 439,423
{Refer to note 5 for further explanation on the abeve receivables)

Revenue

A large proportien of the consolidated entity’s revenue is derived from &

small number of transactions:

» property syndication fees - ses note 21 4,331,785 3,348,528
« property development management service fees — see notes 2and b - 1,500,000

Receivables also include a loan to the employee share plan {see note §) and $166,660 receivable from
a third party trade debtor for services provided,

The majority of the balance of revenue and trade debtors is derived from/owed by schemes for which a
controfled entity acts as responsible entity,
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Consolidated Parent
COMMITMENTS FOR EXPENDITURE/ 2003 2002 2003 2002
CONTINGENT LIABILITIES $ § § $
Finance Leases
Commitments in relation to finance leases
are payable as follows:
Within one year 95,663 42,508 95,663 36,770
Laier than one year but not later than five
vears 344,200 182,230 344,200 182,230
Minimum lease payments 439,863 224,73% 439,863 218,000
Future finance charyes {BB,120) {20,743) {58,190} (29,664}
Recognised as a liability 381,673 194,988 381,673 182,436
Representing lease liabilities
Currant 68,007 27,981 68,0567 22,401
Non-current 313,818 167,035 313,818 167,035

381,873 184,988 381,673 188,436

Finance leases comprise leases of items of plant and equipment under normal commercial terms and
gonditions.

Operating Leases
Commitments in refation 1o operating leasss iri existence at the reporting date but not recognised as
lizbilities are payable as follows:

Within one year 250,186 15,808 250,186 15,808

Later than ona year but not later than five

years 718,420 6,760 716,420 8,760
966,608 22,568 966,808 22,668

Operating leases primarily comprise the lease of the consolidated anlity’s premises. The lsasa is for §
years with an option for a further 5 years with rentals increasing at 3.5% per annum.

Guaraniees

The consolidated entity has provided a guarantee of $3.85 million to the seed lenders to Margaret
Square Pty Lid. The guarantge is limited to the amount recoversble under a mortgage held by the
consolidated entity over the assets of CCC Marcoola Pty Ltd, a company related to Margaret Square
Pty Lid. The consolidated entity has also provided a loan to Margaret Square Pty Lid {873,600} and
Canham Comrmodities Corporation Pty Ltd {$358,627), another company related to Margaret Square
Pty Lid - ses note 5. The loan to Canham Commedities Corporation Pty Lid is also secured under the
same mortgage. The directors believe the loan to Canham Commeodities Coarporation Pty Lid will be
fully paid by the due date of 10 Dacember 2003 and that the consolidated antity will not incur any loss
under the guarantes provided to the seed lenders 1o Margaret Square Py Ltd.

The parent entity has provided a guarantes of $200,000 (2002; $200,000) to the financier of a
fessee’s fitout at the Meadowbrook Shopping Village (the consolidated entity manages the Shopping
Village on behelf of the Meadowbrook Shopping Village Syndicate].

Put and Call Option ~ Property Acquisition

During the 2003 financial year, the consolidated entity entered into a put and call option agreement for
the acquisition of Certury Mouse, 316 Adelaide Street, Brisbane. The optien, which can be exercised
by either the conselidated entity or the vendor, provides for an acguisition price of approximately $12.2
million. The consolidated entity has also entered into a joint venture arrangement in respect to this
property with an entity associated with R J Pullar — refer note 21z}, Both parties have paid a non-
refundable option fee and a deposit of $100,000 and are to fund BD% of the purchase price (however
it was the consolidated entity that entered into the contract with the vendorl. The parent entity has
provided a guarantee to the vendor in respect to the acquisition. The call option pericd expires on 27
October 2003 and the put option expires on 11 November 2003. The property is expected to settle in
December 2003,

31




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

25,

26,

EMPLOYEE SHARE PLAN

During the 2003 financial year the parent entity established &n employee share plan {“the plan”}., At 30
June 2003 the plan had acquired 2,000,000 ordinary shares in Cromwell Corporation Ltd at a cost of
$200,000. The purchase of these shares was funded by a loan from the parent entity - refer note B.
At the date of this report, there had been no allocation of the shares to employees under the plan.

All full-time and part-time employees who meet minimum service requirements, inaluding directors of
Cromwell Corporation Limited and its controlled entitins, are eligible to participate in the plan,
Participation of directors is sublsct to shareholder approval, 1t is intended to allccate shares (in the
parent entity} to participating employees at cost plus accumulated itterest, Shares granted under the
plan will be entitled to voting rights and dividend participation.

SUBSEQUENT EVENTS

Loan Receivable — Cromwel! Diversified Property Trust

Since balance date the consolidated entity has provided an interest free loan of $5 million to Cromwell
Diversified Property Trust (the “Trust”), a scheme managed by the gonsolidated entity. The Trust has
entered into & contract to purchase the property situated at 700 Collins Street, Melbourne for $133
million and pald a deposit of §10 million which was part funded by the loan from Cromwell Corporation
Limited, The property is currently under construction and settlement (by the Trust) is likely to take
place in August/September 2004. Interest sarned by the Trust on the deposit is to be pald to the
consolidated emtity at settlernent.

Debenture Issue — August 2003

Since balance date the parent entity has issued an offer under section 708 of the Corporations Act
2001 for investors to subscribe for debentures. In September 2003 spproximately 5.6 millien
debentures of $1 each wers issued 1o subscribers, The funds were used to provide a loan of $5 million
to the Trust for the purpose of part funding the deposit paid by the Trust for the purchase of 700
Collins Street (see above].

The debentures have a term of a minimum of 10 months and a maximum of 18 menths but may be
repaid at any time after 10 months from the issue date. Interest is payable at 8% per annum monthly
in arrears. The debsntures are secured by a first ranking fixed and floating charge ever the assets of
the parent entity, which includes a charge over the loan owing to the parent entity by the Trust and the
rights to the associated deposit funds.

Einancial effects of the above have not been recognised as at 30 June 2003.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
DIRECTORS’ DECLARATION

The directors declare that the attached financial statements and notes:

(e} comply with Accounting Standards, the Corporations Regulations 2001 and other mandstory
professional reporting requirerments; and

) give a true and fair view of the company's and sonsolidated entity’s financial position as at 30 June
2003 and of their performance, as represanted by the results of their operations and their cash flows,
for the financial year ended on that date.

I the directors’ opinion:
{a) the financial statements and notes are in accordance with the Corporations Act 2001; and

(b} there are reasonable grounds to believe that the company will be able to pay its debts as and when
they bacome due and payable.

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

P.L. Weightman
Director

Dated this 2%day of September 2003
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INDEPENDENT AUDIT REPORT TO MEMBERS OF CROMWELL CORPORATION LIMITEDR
Scope
The Financial Report and Directors’ Responsibility

The financial report comprises the statement of financial position, statement of finanecial performance,
statement of cash flows, accompanying notes to the financial statements, and the directors’ declaration for
both Cromwell Corporation Limited (the company} and the eonsolidated entity, for the year ended 30 June
2003. The consolidated entity comprises both the company and the entities it controlled during that year.

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

Audft Approach

We conducted an independent audit in order to express an opinion to the members of the company. Our
audit was conducted in accordance with Australian Auditing Stendards, in order 10 provide reasonable
agsurance as to whether the financial report is free of material misstatement. The nature of an audit is
influenced by factors such as the use of professional judgment, selestive testing, the inherent limitations of
internal control, and the availability of persuasive rather than conclusive evidence. Therefore, an audii
gannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respscts the financial report presents fairly, in
accordance with the Corporations Aect 2001, including compliance with Accounting Standards and other
mandatory financial reporting requirements in Australia, a view which is consistent with our understanding
of the company’s and the consolidated entity’s financial position, and of their performance as represented
by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

. examining, on a test basis, Information to provide evidence supporting the amounts and disclosures in
the financial repori, and
. assessing the appropriateness of the accounting policies and disclosuras used and the reasonableness

of significant accounting estimates made by the directors.

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

Independsnce

In conducting our audit, we followed applicable independence requirements of Australian protfessional ethical
pronouncements and the Corporations Act 2001,
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Audit Opinion
In our opinion, the financial report of Cromwell Corporation Limited is in accordance with:
{a} the Corporations Act 2001, including:

{1} giving a true and fajr view of the company’s and the consolidated entity’s financlal position as
at 30 June 2003 and of their performance for the year ended on that date; and

{ii} complying with Accounting Standards in Australia and the Corporations Reguiations 2001; and

(b) other mandatory financial reporting requirernents in Australia.

JOHNSTON RORKE
Chartered Accounfants

v

RCN WALKER
Partner

Brishane, Queensland
AF September 2003
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CRONMWELL CORPORATION LINETED AND CONTROLLED ENTITIES
CORPORATE GOVERNANCE STATEMENT

This statement outlines the corporate governance praclices of the consolidated entity. These practices
were in place throughout the financial year, unless stated otherwise.

Board of Directors

The Board of Directors comprises Mr P.L. Weightman, Mr R.L. Stiles, Mr R.J. Pullar and Mr D, Wilson,
The Roard is respansible for the overall corporate governance of the gonsolidated entity, including the
setting and monitoring of strategic objectives. The Roard meets regularly to consuit on financial, iegal and
operations issues, including risk management issues. The Board monitors the performance of the business

through regular reporting,

On resignation of a Board membar, the remaining directors make selection of a replacement Board member,
after seeking professional advice where appropriate. Shareholder approval is reguired on the composition of
the Board at the subsequent Annual General Meeting.

independent Professional Advice

I it is considersd warranted, the Board may resolve to obtain independent advice about carrying out ity -
dutias at the consolidated entity’s expense. Non-executive Directors have the right to seek independent
professional advice at the expense of the consclidated entity if approved by the Board.

Remuneration Committee

The company does not have a formally constituted rsmuneration committee, due to the relatively small size
of the operations and the fact that the Board consults regularly about finengial issues concerning the

consolidated entity.
The remuneration of Board members acting in their capacity as Directors is approved by Shareholders.

The remuneration and terms and conditions for Executive Directors and Senior Executives are reviewed and
approved by the Board afier seeking prefessional advice where appropriate. Details of Directors’ and Senior
Fxeculives’ remuneration are included in the Directors’ Report.

Audit Committee

The company does not have a formally constituted audit committes, due to the relatively small size of the
operations and the fact that the Board consults regularly about financial issues concerning the consolidated

entity.
Compliance Committee

A controlled entity, Cromwell Property Securities Limited holds a dealers licence and has a Responsible
Entity status under the Managed Investments Act 1898. As part of its activities in managing investment
schemes, the company has adopted a compliance regime to ensure sompliance with relevant legistation and
scheme constitutions. In addition each registered scheme has a compliance plan registered with the ASIC,
An annual audit of the Responsible Entity‘s compliance with the legislation, scheme constitutions and
compliance plans is undertaken in respect of each scheme. A compliance committee, the members of
which are predominantly independent of the consolidated ertity, monitor the compliance plans. The
compliance committee meets regularly during the year and reports to the Board.

Compliance with ASX Corporate Governance Guidelines

The ASX document ‘Principles of Good Corporate Governance and Best Practice Recommendations’ {the
Guidelines) applying teo listed entities was published in March 2003 by the ASX Corporate Governance
Coungil with the aim of enhancing the credibility and transparency of Australia’s capital markets. Listed
companies are required to report against the Guidelines in the financial year commencing after 1 January
2003 (ie finencial vear 2003/04). The Board of Cromweli Corporation Limited is currently reviewing
Cromwell's performance against the 1en essential corporate governance principles set out in the Guidelines.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
SHAREHOLDER INFORMATION

The shareholder information set out below was applicable as at 25 September 2003,

(gt Distribution of Shareholders

Category {size of Holding} Number of
Sharehoiders

i -1,000 352
1,001 - 5,000 2156
5,001 -~ 10,000 107
160,001 - 100,000 228
100,001 and over 127

1,027

(b} The number of shareheldings held in less than marketable parcels Is B27.
{c) The names of the substantial shareholders listed in the company’s register are:

Number of Parcentage
Ordinary Shares %
Held
Stara Investments Pty Ltd 16,218,334 10.36
AW Pry Lid 13,838,168 8.83
RJP Pty Ltd 13,104,543 8.37
Trial Developmants Pty Lid 11,820,000 7.61

(dy Voiing Rights
On a show of hands every membsr present at & meeting in person of by proxy shall have one vote and
upon a poll each shars shall have one vote.

(e} 20 Largest Shareholders — Ordinary Shares
Number of Ordinary % Held of issuad

Shares Held Cedinary Shares

Stara Investments Pty Ltd 16,218,334 10.38

AW, Pty Lid 13,838,168 3.83

AJP Pty Lid 13,104,543 8.37

Trial Developments Pty Ltd 11,920,000 7.61

Rogstile Management Pty Lid 5,036,382 3.8%

: Mr Bruce William Wallace & Mrs Zeima Wallace 5,400,000 3.45
Mr Neil John Ambrose 5,000,000 2.18

Panmax Pty Lid 5,000,000 3.189

Mr Phillip John Wallace & Mrs Bernadette Wellace 5,000,000 3.19

Balcony Developments 4,000,000 2.05

Mr Rodney Ernest O'kane & Mrs Margaret O'kane 3,722,869 2.38
E Jetan Poy Lid 3,539,611 2.26
g Otway Investments (No 4] Pry Lid 3,500,000 2.23
Grasme Beissel & Associates Pty Limited 2,721,687 1.74
Kovron Pty Ltd 2,708,328 1.73

Cogent Nominees Pty Lid 2,500,000 1.60

Mr Rebert Finlay Graham 2,126,136 1.36

Richard Foster & Associatas 2,000,000 1.28

South Pacific Cquities Pty bid 2,000,000 1.28

' 110,335,828 70.44
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
COMPANY INFORMATION

Board of Directors Bankers

Paul L Weightman Waestpac Banking Corporation

Ross L Stiles 260 Queen Strast

Bobert J Puliar BRISRBANE ¢CLD 4000

Dary! J Wilson

Segretary Solicitors

Dary! J Wilson Creagh Weightman Lawyers
Level 19

200 Mary Street
BRISRANE CLD 4000

Registered Office Auditor

Leve| 19 Johnston Rorke

200 Mary Strest tevel b, NAB House
BRISBANE QLD 4000 255 Adelaide Siraet
Telephone: {07) 32286 7777 BRISBANE GLD 4000

Facsimile: {07} 322b 7788

Share Register Manager Stock Exchange Listing
Computershare Investor Services Pty Lid The company is listed on the Australian Stock
’ Level 27, Central Plaza One Exchange

345 Quesn Street
BRISBANE QLD 4000
Telephone: (07} 8237 2100
Facsimile: {07) 3229 9860
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
STATEMENTS OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 31 DECEMBER 2003

Note Consolidated Parent
21 Dec 2003 30 Jun 2002 31 Dee 2003 30 Jun 2002
{12 months} {12 months) {12 months) {12 months)

& $ % $

Revenues from ordinary activities
Services 5,039,139 6,214,615 2,319,588 4,335,068
Proceads from sale of investments 1,113,900 3,288,000 1,113,800 -
Cther 848,860 770,661 1,312,556 458,097
Totatl revenues from ordinary
activities 2 7,001,899 10,273,176 4,746,044 4,791,165
Cost of investments sold (378,339) (3,288,000} (378,339) -

6,623,660 6,885,176 4,367,706 4,791,165
Other expensss from ordinary 3
activities
Amortisation/depreciation 172,809 79,219 148,102 47,258
Borrowing costs 323,428 676,185 322,143 146,275
Commissions 1,185,041 1,479,090 941,678 1,088,667
Computer consulting 56,079 63,549 53,075 58,049
Employee & director costs 2,245,202 1,358,316 1,671,808 1,039,148
nsurance 132,624 62,836 131,051 40,446
Systems infegration fee — marketing
datshase 100,000 - 100,000 -
Printing & stationery 71,610 37,667 70,918 34,825
Premises rental 208,800 112,162 208,600 112,162
Professional {ees 250,086 261,225 228,437 238,225
Properiy scheme costs 366,612 153,884 285,593 124,854
Stamp duty fees 11,277 51,5611 8,665 50,265
Telecommunications 91,250 81,111 89,632 44,627
Travel & entertainment 132,135 108,340 117,643 103,366
Other 541,792 623,603 540,425 267,114

b,898,b41 5,017,708 4,757,767 3,376,378

Profit/(loss] from ordinary activities

before income tax expense 725,019 1,967,468 {380,062} 1,414,787

Income tax expense 4 {47,140} {155,816) - -

Net profit/{loss) 16 677,879 1,811,653 {390,062) 1,414,787
Cents Cents

Basic earnings per share 19 0.43¢ 1.16¢

The statements of financial performance should be read In conjungtion with the accompanying notes.




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES

STATEMENTS OF FINANCIAL POSITION
AS AT 31 DECEMBER 2003

Current Assets

Cash assets
Receivables

Other financial assets
Ether

Total Currant Assets

Non-Current Assets
Receivables
Othar financial assets

Property, plant and equipment

Intangible assets
Total Non-Current Assets

Total Assets

Current Liabilitios
Pavyables
Interest-bearing liahilities
Current tax liabilities
Provisions

Other

Total Current Liabilities

Non-Current Liabilities
Interest-bearing liabilities
Other

Total Non-Current Liabilities

Total Liabdities

Net Assets

Equity
Contributed capital
Aceumulated losses

Total Equity
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Consolidated Parent
31 Dec 2003 30 Jun 2002 31 Desc 2003 39 Jun 2002
% & $ $

2,331,832 337,083 1,474,918 134,405
2,232,440 6,763,347 1,870,020 6,453,002
15,500 21,815,461 15,500 3,200,000
837,484 152,573 837,464 152,573
5,417,356 29,168,474 4,197,802 0,849,980
R 623,412 512,423 5,623,412 512,423
1,537,000 1,637,000 375,108 375,108
871,584 287,585 963,841 257,886
684,137 170,637 514,634 -
8,816,113 2,487,525 7,476,895 1,148,415
14,233,469 31,655,098 11,674,897 11,085,305
1,694,806 2,022,848 1,761,601 1,638,712
72,870 18,215,532 72,870 3,079,652
13,228 236,321 - -
80,383 37,586 59,509 25,351
40,362 5,183,533 40,352 1,768,072
1,801,638 25,695,820 1,834,332 6,511,787
6,077,879 167,035 8,077,879 167,035
104,244 - 104,244 -
6,182,223 167,035 6,182,223 167,038
8,083,859 25,862 855 8,118,656 6,678,822
6,148,610 5,783,144 3,658,342 4,418,573
43,618,619 43,618,619 43,618,618 43,618,618
{37,469,008) (37,825,475} (40,060,277) {39,202,048)
6,148,610 5,793,144 3,858,342 4,416,573

The statements of financial position should be read in conjunction with the accompanying notas.




CROMWELL CORPORATION LIMHTED AND CONTROLLED ENTITIES
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2003

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts in the course of operations
Cash payments in the course of operations
Interest received

Distributions received

Borrowing costs paid

Income {ax paid

Net cash provided by/{used in) operating
aclivities 20

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for property, plant and
squipment

Payments - debentures issued by controlled
entity

Proceeds from redempiion of investment
Payments for other financial assets
Payments on behalf of sgchemes
Repayments by schameas

Loans to scheme {CBPT)

Eepayment of lcans by controlled entitias
Loans to other persons

Bepayment of loans by other persons
Proceeds from sale of investments
Payments for intangible and other assets
Payments for investments

Proceeds from term deposit

Froceeds from custodian

Net cash usad in investing activities

CASH FLOWS EROM FINANCING ACTIVITIES

Froceeds from borrowings

Repayment of borrowings

Payments for loan establishment costs
Cther

Net cash provided by financing activities

Net increasef/{decreass) in cash held
Cash at the beginning of the year

Cash at the end of the year

The statements of cash flows should be read in conjunction with the accompanying notes.

Consolidated Parent
31 Dec 2003 30 Jun 2002 31 Dec 2003 30 Jun 2002 -
{12 months} {12 months} {12 months} {12 months}
S § $ $
8,813,242 4,124,131 3,860,037 2,684,111
{£,633,702) {4,8370,074) {3,452,840]) {3,005,578}
205,375 110,076 171,022 60,803
?54;‘]71 233:51&' - -
{323,428) {417,118} {322,143} {173,813
{173,808) - - -
1,047,850 (319,471} 356,076 {524, 477
(422,481} {(BO,BEO)} (422,481} {80,550}
- - - (3,200,000
405,000 - 365,000 -
€380,500) 18,895,000 {(380,B00) {100}
(2,677,800} (679,485) (2,677,800 {425,566}
3,789,842 679,465 3,789,842 425 566
{¢.000,000) - {6,000,000) -
- - 210,956 251,576
{607,813} {571,738} {607,6813) (571,738)
1,326,411 3,182,687 1,326,411 3,149,679
1,113,900 3,288,000 1,113,800 -
{115,059} - {80,809} -
{258,014} - {758,014 -
48,000 - 48,000 -
796,739 1,000,500 505,000 -
(2,883,57b) (12,076,201} 3,080,208) 451,133
5,802,000 18,487,671 5,802,000 3,357,251
{1,881,638) (6,096,803) (1,611,638} {2,513,000)
- (126,173) - {128,173}
- 31,455 - 31,455
3,820,382 12,296,050 4,180,362 749,533
1,884,637 {99,622) 1,468,230 {226,077}
347,285 4386,71b 8,688 360,482
2,331,832 337,093 1,474,918 134,405
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TC THE FINANCIAL STATERMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES

This general purpose financial report has been prepared in accordance with Accounting Standards,
Urgent Issues Group Consensus Views, other authoritative pronouncements of the Australian
Accounting Standards Board and the Corporations Act 2001.

It is prepared in accordance with the historical cost convention, except for certain assets which, as
noted, are at valuation. Unless otherwise stated, the accounting policies adopted ara consistent with
those of the prior year.

The consolidated entity has applied the revised/new Accounting Standards AASB 1028 Employee
Benefits and AASB 1044 Provisions, Contingent Liabilities and Contingent Assets for the year ended
31 December 2003. There has been no material effect as a result of applying the revised/new
standards.

The following is & summary of the material accounting policies adopted by the consolidated entity in
the preparation of the financial report.

{a} Principles of Consolidation

The consolidated financial statements mcorporate the assets and lHabilitles of all entities
controfled by Cromwel Corporation Limited {“parent entity”) as at 31 December 2003 and the
resufts of all controlied entities for the year then ended. Cromwell Corporation Limited and its
controlled entities together are refarred to in this financial report as the consolidated entity. The
effects of all transactions between entities in the consolidated entity are eliminated in full,

Investments in associates are accounted for in the consoclidated financial statements using the
equity methed. Under this msthod, the consclidated entity’s share of the profits or losses of
associates is recognised as revenue or sxpense in the consolidated statement of financial
performance, and iis share of movements in reserves is recognised in consolidated reserves.
Agsociates are those entitiss over which the consolidated entity exercises significant influence,
but not control.

ib] Income Tax

Tax effect accounting procedures are followed whereby the income tax expense in the
statements of financial performance is matched with the accounting profit after allowing for
parmanent differences. The future income tax benefit relating to tax losses is not carried forward
as an asset unless the benefit can be regarded as being virtually certain of realisation.

{c}) Acquisition of Assets

The purchase method of accounting fs used for all acquisitions of assets regardless of whether
equity instruments or other assets are acquired, Cost is measured as the fair value of the assets
dgiven up, shares issued or liabllities undertaken at the date of acquisition plus incidental costs
directly attributable to the acquisition.

{d} Cash

Far the purposes of the statements of eash flows, cash includes cash at bank and on hand as
well as highly liguid investments with short periods to maturity which are readily convertible to
cash on hand and are subject to an insignificant risk of changes in value, net of outstanding bank
ovardrafts.



CROMWELL CORFORATION LIMITED AND CONTROLLED ENTITIES
NOTES TG THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

SUMNMARY CF SIGNIFICANT ACCOUNTING POLICIES (cont)

{e}

{f)

ig)

{h}

{i}

{i)

Receivableg

Receivables are recognised at the amounts due. Collectability is reviewed on an ongoing basis.
Debts which are known 1o be uncollectable are written-off. A provision for doubtful debts is
ralsed where there is significant doubt as to collection.

Gther Financial Assets

Investments in listed and unlisted securities, other than controlled entities and associates in the
consolidated financial statements, are recognised at cost and dividend income or distributions are
recognised in the statements of financial performance when receivable. Controlled entities and
associates are accounted for in the consolidated financial statermnerts as set out in note 1{a).

Depreciation

Depreciation is caloulated on a diminishing value basis so as to write off the net cost or revalued
ameount of each item of plant and equipment over Hs expected useful life to the consolidated
entity. Estimates of remaining useful lives are made on a regular basis for all assets.

The depreciation rates used for each class of depreciable asset ars:

Class Depreciation Rate
Leasehold improvements 10%

Plant and equipment 10-40%
Ftant and equipment under finance icase 10-40%

Intangibie Assets

Licence and systemns establishment costs which provide ongoing benefits are initially recognised
at cost and are amortised on a straight line basis over 10 vears.

The marksling database acquired is initially recognised at cost and is to be amortised on a
straight line basis over its estimated useful lifs, which is expected to be 10 years.

Recoverable Amount of Non-Current Assets

The recoverable amount of an asset is the net amount expected 1¢ be recovered through the net
cash inflows arising from its continued use and subsequent disposal,

Whaere the cartying amount of a non-current asset is greater than its recoverable amount, the
asset is written down fo its recoverabla amount, The expected net cash flows included in
determining recoverable amounts of non-current assets are not discounted to their present
values,

Payables
Trade creditors and accruals represent llabilities for goods and serviess provided to the

consolidated entity prior to the end of the financial vear and which are unpaid. The amounts are
unsecured and are usually paid within 20 days of recognition.




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont}

{k

{n .

{m)

interest-Bearing Liabilitiss

Debentures
Debeniurss are initially recognised at the net proceeds received. Where applicable, the discount -
to face value, which is In the nature of interest, is recognised proportionatsly over the peried of
the underlying instrument as a borrowing cost,

Other Borrowings
Cther borrowings are recognised at their principal amounis/face value.

Interest, where applicable, is charged as an expense as it accrues and is Included in trede
creditors and acoruals.

Employee Benefits

Wages and Salaries and Annual Leave

Liabilities for wages and salaries, inctuding non-monetary benefits, and annual leave arg
recognised, in raspect of employees’ saervices up to the reporting date and are measured at the
amoeunts expected to be paid when the Habilities are settled.

Long Service Leave

The fiability for long service leave expected to be settled within 12 months of the reporting dats
is recognised and is measured in accordance with the above, The liability for long service leave
expected to be settled more than 12 months from the reporting date is recognised and measured
as the present value of expected future payments to be made in respect of services provided by
employees up to the reporting date. Consideration is given to expected future wage and salary
levels, experience of employee departures and periods of service. Expected future payments are
discountad using market yislds at the reporting date on national government bonds with terms to
maturity that match, as closely as possible, the estimated Tuture cash outflows.

Superannuation
Contributions are made by the consolidated entity to accumulation superannuation funds.
Centributions are charged as expenses as they are incurred.

Revenue Recognition

Revenue from the provision of services is recognised as follows:
Property syndications

¢ promotion — revenue, which can be received in either cash or interests in the managed
investment scheme, is recognised, in part, at settlement of the relevant property and the
balance recognised proportionately as the equity interests are jgsued to or soid to external
investors.

s  management - revenue is recognised on a proportional basis over time as services are
performad,

Mortgage syndications

«  management - revenue is recognised on a proportional basis over time as services are
performed.

Property development management
=  revenue is recognised at the time of practical completion of the developmant,

Interest revenue is recognised on a proportional basis taking into account the intcrest rates
applicable to the financisl assets.




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TGO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont)

{n}

{o)

(p}

12}

{r)

Leased Non-Current Assets

A distinction Is made between finance leases which effectively transfer from the lessor to the
lessae substantially all the risks and benefits incident to ownership of leased non-current assets,
and operating leases under which the lessor effectively retaing substantially all such risks and
benefits,

Finance leases are capitalised. A lease asset and liability are established at the present value of
minimum lease payments. Lease payments are allocated bstween the principal component of the
tease lishility and the interest expense.

The lease assset is amortised over the term of the lease, or where it is likely that the consolidated
antity will obtain ownership, the life of the assat. Refer note 1) for depreciation rates.

Incentives received on entering into operating leases are recognised as Habilities. Lease payments
are sliocated betwesn rental sxpense and reduction of the liability.

Operating lease payments are charged to the statements of financial performance in the periods
in which they are incurred, as this represents the pattern of benefits darived from the leased
assets.

Leasshold Improvements

The cost of improvements to or on leasehold properties is amaortised on a straight line basis over
the unsxpired period of the lease or the estimated useful life of the improvement to the
consolidated entity, whichever is the shorter. Refer note 1{g) for depreciation rates.

Borrowing Costs/Lean Establishment Costs
Borrowing cosis are recegnised as expensas in the period in which they are incurred.

Borrowing cosis include:

- interest on bank overdrafts and short-term and long-term borrowings;

- amortisation of discounts or premiums relating to borrowings; and

- amortisation of ancillary costs incurred in connection with the arrangement of borrowings.

Ancillary costs incurred in connection with the arrangement of borrowings are initially recognised
as loan establishment costs and amortised over the period of the ralevant borrowing.

Goods and Services Tax

Revenues, axpenses and assets are recognised net of the amount of goods and services tax
{GST), except:

+ where the amount of GST incurred is not recoverable from the taxation authority, it is
recognised as part of the cost of acquisition of an asset or as part of an item of expense; or
»  for receivables and payables which are recognised inclusive of GST.

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

Comparatives

Comparative figures are for the financial year ended 30 June 2002 in accordance with ASIC
Policy Statement PS8 157 Financial Reports for Offer Information Statements which requires
comparative information to ba included for the last financial year which ended prior to the start of
the 12 month period 10 31 December 2003. Where necessary, comparative figures have been
adjusted to conform with changes in presentation in the eurrent year. :




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 31 DECEMBER 2003

1. BSUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont}

{s} General

This financial report covers both Cromwell Corperation Limited as an individual entity {parent
entity} and the consolidated entity consisting of Cromwell Corporation Limited and its controlled

gntities.

Cromwaell Corporation Limited is a public company limited by shares, incorporated and domiciled
in Australia. [ts registered office and principal place of businass is:

Level 19
200 Mary Strest
Brisbane, Queensland 4000,

i0



CEROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TQ THE FINANCIAL STATENMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

- Consolidated Parent
- 21 Dee 2003 30 Jun 2002 31 Dec 2003 30 Jun 2002

(12 meonths) (12 months} {12 months) {12 months)
$ $ $ %
2. REVENUE
Revenue from operating activities
- managed investment scheme and other
service fees 5,039,138 4,714,615 2,319,588 2,835,068
- property  development management
service Tees - 1,500,000 - 1,600,000
5,039,139 68,214,615 2,319,588 4,335,068
Revenus from outside operating activities
- managemesnt fee - contreolled entities - - 700,000 188,661
- digtributions -  managed  investment
schemes 154,171 388,147 - -
- interest 206,370 138,377 171,022 87,104
- rent and sub-lease rentals and recoveries 85,6656 - 85,665 -
- proceeds on sale of investments 1,113,800 3,288,000 1,113,800 -
-« other 403,648 236,037 355,869 179,332
1,962,760 4,058,661 2,428,456 456,087
7,001,898 10,273,176 4,746,044 4,791,165
3. PROATHLOSS) FROM ORDINARY ACTIVITIES
Profit/{ioss} from ordinary activities before
income tax Includes the following specific
Hems!
Amaortisation
- licence and systems esiablishment costs 24,707 258,410 - -
« leasehold improvements 9,985 - 8,885 -
- plant and equipment under finance lease 41,712 16,821 41,712 12,146
76,404 42 231 51,607 12,148
Depreciation - plant & equipment 86,405 38,488 96,405 35,210
Rental expense — pramises
- minimum lease payments 208,600 - 208,600 -
- sub-leases - 112,162 - 112,162
208,600 112,162 208,600 112,162
(Other operating leases 14,235 7,407 14,235 7,407
222,835 118,680 222 835 119,569
Provisions
- employee benefits 22,283 14,112 21,710 1,877
Bad and doubiful debts - 20,000 - 20,000
Net loss on disposal of property, plant and
equipment 3,023 - 8,023 -
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CROMWELL CORPCRATION LIMITER AND CONTROLLED ENTITIES
NGCTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 BECEMBER 2003

4.

Consolidated Parent
31 Dee 2003 30 Jun 2002 31 Dec 2003 30 . Jun-2002
{12 moenths) {12 months) {12 months) {12 months}
$ $ £ $
INCOME TAX

Income Tax Expense .
The income tax expense for the year differs from the amount calculated on the profit/{loss). The differences

are reconciled as Tollows:
Profit/{loss} from ordinary activities before

inCome tax expense 725,019 1,967,468 {390,062} 1,414,787
income tax calculated at 30% (2002: 30%) 217,505 580,240 {117,018} 424,436
Income tax atiributable to controlled entities - - 261,840 -
Non-deductible items 11,784 16,623 5,140 8,000
Recoupment of pricr year tax losses not

previously recognised {242,790} (433,438) (242,790 {433,436)
Benefit of tax losses not recognised 892,729 - 92,729 -
Overprovision in prior year (82,860) - - -
Other 50,772 {17,512} 100 -
Income ey expense 47,140 155,915 - -

Future Tax Benefits

Future tax benefits beth consolidated and parent entity of approximately $20 million {2002: $2G million)
have not been booked in respect of carry forward taxation losses. The directors estimate that thess losses
can be used at the rate of at least 50% of the taxable income of the tax consolidated group in any vear. A
future income tax benefit will be available only if the consolidated entity derives future assessable income of
a nature and of an amount sufficient to enable the benefit from the deductions for the tax losses to be
realised, the consolidated entity has complied and continues to comply with conditions for deduectibility
imposed by current tax legislation and there are no adverse changes to such legislation.

Franking Credits
Franking credits available for subsequent _
financial years (at 30% tax rate) 282,491 -

The above amount represents the balance of the franking account as at the end of the year adjusted jor
franking credits that will arise from the payment of the current tax liability; franking debits that will arise
from the payment of dividends recognised as a liability at the reporting date; and franking credits that may be
prevented from being distributed in subseguent years,

Franking credits of $282,491 were transferred from wholly-owned entities to the parent entity at the time
these entities entered the tax consolidated group (1 July 2003).

Tax Consolidation

The parent entity and its controlled entities have decided 1o implement the tax consolidation legistation as of
1 July 20083. The Ausiralian Taxation Office has not yet been notified of this decision. The entities slso
intend 1o enter into & tax sharing agreement, but details of this agreement are yet to ba finalisad.

As a consequence, Cromwell Corporation Limited, as the head antity in the tax consolidated group,
recognises current and deferred tax amounts relating to transactions, events and balances of the wholly-
owned Australian controlled entities in this group as if those transactions, svents and balances were iis own,
in addition to the current and deferred tax balances arising in relation 1o its own transactions, svents and
balances. Amounts receivable or payable under the tax sharing agreement will be recognised separately by
Cromweli Corporation Limited as tax-related amounts receivable or payable. The impact on the income tax
expense and results of Cromwell Corporation Limited is unlikely to be material becauss of the tax sharing
agreement. This is not expected to have a material impact on the consolidated assets and liabilities and
results.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOGTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

Consolidated _ ;
31 Dec 2003 30 Jun 2062 31 Dec 2003 30 Jun 2002

Parent

RECEIVABLES % $ $ $
Current
Trade debiors 818,789 b,b38,002 166,970 5,003,248
Distributions receivable 12,768 184,633 - -
Other debtors 305,920 41,278 270,874 67.578
Loan — CDPT 1,000,000 - 1,600,000 -
Amount  receivable from  controlled
entities - - 138,213 372,743
Qther loans 293,963 1,018,433 293,963 1,018,433
2,232,440 6,763,347 1,870,020 8,463,002
Non-Current
Loan — CDPT 5,000,000 - 5,000,000 -
Term deposit - 45,000 - 48,000
Other loans 823,412 486,423 523,412 486,423
5,623,412 512,423 5,623,412 512,423

Loar — Cromweli Diversified Property Trust ("CDPT"}

A loan of $6 million in total has heen provided to CDPT to fund deposits on the acquisition of
investment properties, 700 Collins Street, Melbourne and a portfolio of properties from Challenger
Financial Services Group {“Challenger”}.

In September 2003 CDPT entered into an unconditional contract to purchase the Collins Street property
for $133 millien and paid a non-refundable deposit of $5 million cash and provided a §5 million bank
guarantee. The cash deposit of $5 million was borrowed from the parent entity. The property is
currently under construction with settlement expected to take place around August/September 2004.
Interest received by CDPT on the $5 miliion cash deposit is to be paid to the parent entity. The interest
rate is based on bank rates and is estimated to be 4% at balance date.

In December 2003 CDPT made a conditional offer to purchase the Challenger properties for $153
million. An initial refundable deposit of $1 million was peid by CDPT, which was borrowed from the
parent entity unsecured and interest free. This amount was repald in March 2004 when the CDPT
entered into an unconditional contract with Challenger. A further deposit of $7 million was paid by
CDPT in March 2004 in respect to the acquisition of these properties — see note 25,

A Product Disclesure Statement {PDS) is currently being prepared by Cromwell Property Securities Ltd,
as the responsible entity for CDPT, in connection with equity capital raising to fund the asquisition of
hoth the Challenger and Collins Street propertias. [In accordance with the PDS, the $5 million loan (in
raspect to the Colling Street propertyl is expected to be repaid in June 2005.

Trade Debtors

Trade debtors at 30 June 2002 included property development management fees of $1,850,000
{including GST) payable by CCC Marcoola Pty Ltd ("CCC”} in relation to a property developmeant at
Marcoola on Queensland’s Sunshine Coast and $550,000 (including GST) payable by Norman Park
Manors Pty Ltd ("NPM"] in relation to a property development at Norman Park, Brisbane. The
Marcoola development was at practical completion and invoiced in June 2002 and the Norman Park
development was completed and invoiced in June 2001. NPM and CCC are contrafled by the same
person. During the 2002 financial year the consolidated entity agreed to defer repayment of the
management fee owing by NPM and other loans owing by NPM {see below) until completion of the
Marcoola development. Payment in respect of both fees was received in the 2003 financial year.

Trade debters at 30 June 2002 also included the unpaid portion of the acquisition and coordination
tee and other items totalling $2,739,285 consclidated entity ($2,468,685 parent entity) owing by
Cromwell Goulburn Street Planned Investment.

Other trade debtors are normally due within 90 days of recognition. Trade debtors are generally

interast free.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

RECEIVABLES {cont)

Amount Recsivable from Controlled Entities

Amount receivable from contrelled entities is unsecured and interest free with no set repayment

terms.
Other Loans Consolidated Parent
31 Dec 2003 30 Jun 2002 31 Dec 2003 30 Jun 2002

Current $ $ $ $
Leans for property developments:
& Norman Park Manors Pty Ltd - 646,625 - 646,625
s CCC Marcoola Pty Ltd - 372,808 - 372,808
» Canham Commodities Corporation Pty

Lid 143,463 - 143,463 -
+ Margaret Square Pty Ltd 73,500 - 73,500 -
s Other 27,000 “ 27,000 -
Loans 1o ether persons
* Employee Shars Plan 50,000 “ 50,000 -

493 863 1,019,433 293,963 1,018,433

Non-Current
L.oans to other persons
» Meadowbrook Shopping Village

Syndicate 473,423 438,423 479,423 439,423
+ Employee Share Plan ' 143,989 - 143,989 -
* Other - 27,000 - 27,000

623,412 466,423 623,412 486,423

Other loans {current) generally comprise costs paid by the consolidated entity on behalf of a third
party developer and/or funds advanced to the developer. Other loans {non-current) includes loans
provided to Meadowbrook Shopping Village Syndicate, a syndication managed by the consolidated
entity, and South Pacific Equities Pty Ltd, as trustee for the Cromwsll employee share ownership plan
{part of which is also shown as current}.

The loans for property developments are to companies related to the same person. The loan 1o
Canham Commodities Corporation Pty Ltd is secured by an sl monies charge over cerfain property
held by entities ralated to Canham Commodities Corporation Pty Ltd and besrs fixed interest at the
rate of 10%. The loan 1o Margaret Square Pty Lid is secured and bears interest at 10% per annum.
Both amounts are expected to be paid within 6 months of balance date. The June 2002 lcans for
property developments were interest free.

The loan to Meadowhrook Shopping Village Syndicate, a property syndicate managed by the
consolidated entity, is unsecured and interest free with no set repayment terms. There are no
material creditors of the Meadowbrook Syndicate other than the consolidated entity and the secured
lander. The directors are of the view that the market value of the property is sufficient 1o recover the
amourits owing to the consolidared entity, after repaying the secursd lender.

The loan 10 the employes share plan {“the plan”} is secured by a charge over the shares and related
cash held by the plan. At 31 December 2003 the plan held 2,000,000 ordinary shares in Cromwaell
Corporation Lid at a cost of $200,000. These shares have been allocated to DJ Wilson, a director of
the parent entity, following approval by shareholders at the annual general meeting held in November
2003. Refer 10 notes 21(b} and 26. Interest is payable on the loan at the FBT rate established by the
Australian Taxation Office (currently 6.05%) and is to be paid monthly in arrears or at such other
times as the parties may agree,
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! CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2603

- ' 6. OTHER FINANCIAL ASSETS Consolidated : Parent
31 Dec 2003 30 Jun 2002 31 Pec 2003 30 Jun 2002
Current $ ] § $
Interests in  managed  investment
schemes — at cost
- Goulburn Strest Planned Investment
+ Paid up interests - 18,600,000 - -
; s Unpaid interasts - 3,415,461 - -
l - Cromwell Select Income Fund 15,500 - 15,500 .
- Bebentures issued by CPSL - - - 3,200,000
15,500 21,915,461 15,800 3,200,000
! Non-Current
Interests in Mary Street  Planned
Investimant — at eost 1,517,000 1,517,000 - -
Shares in controlled entities - at cost - - 375,108 375,106
Shares in other corporations — at cost 20,000 20,000 - -
1,537,000 1,837,000 375,108 375,108

Cromwell Goulburn Sireet Planned Investment

iIn March 2002 a conirolled entity, Cromwell Property Securities Limited (*CPSL™) sstablished
Cromwell Goulburn Street Planned Investment {“Gouiburn Sirest PI”) for the purposs of syndicating
the property at 59 Goulburn Street, Sydney through a managed investment scheme by way of a
prospectus. During the 2002 financial year the consolidated entity acquired 18.5 million interests for
cash at an issue price of $1 each and 3,415,461 interests (“"the Unpaid Interasts”) with an obligation
1o pay the issue price of §1 sach within 12 months of the lssue dats {ie by 28 May 2003). Under the
prospectus, the interests held by CPSL were sold to new investors. Refer also to notes 11 and 14.
During the December 2002 half-year all the Unpaid Interests were paid up and all but $40,000 of the
interests in Goulburn Stireet Pl were redeemed {the balance was redeemed in the June 2003 half-

year).

-} Cromwell Mary Sfreet Planned Investment
In December 2000 CPSL established Cromwell Mary Street Planned Invaestment ("Mary Street Pl”) for
the purpose of syndicating the Mary Strest property through a managed investment scheme by way
of a prospectus. All interests were acquired or sold at the issue price of $1 per interest held,

| Consalidated
: Muovements: 31 Dge 2003 30 Jun 2002
$ $
Balance at beginning of the vear 1,517,000 4,210,000
Interests sold - (2,693,000}
Balance at end of the year 1,517,000 1.517,000

At balance date, the conselidafed entity held 8.5% {(2002: 8.5%]) of the interasts in Mary Street Pl.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

OTHER FINANCIAL ASSETS {cont}

Debentures Issued by CPSL

During the 2002 financial year the parent entity invested in the debenture issue of its controlled
antity, Cromwell Property Securities Ltd, to assist in funding CPSL's interests in Goulburn Street P
{refer to debenture liabilities in note 11). During the December 2002 half-yvear the debentures were

redeermisd.

Shares in Controlled Esntities

Carrying Value of

Country of Equity Holding Parent Entity’'s Investment

Name of Entity Formation 31 Dec 30 Jun 31 Dec 30 Jun

2003 2002 2003 2002

% % $ $

Cromwell Property Securities Limitad Australia 100 100 345,000 345,000
Crormwell Property Services Pty Ltd Australia 100 160 2 2
Westholme Investments Pty Lid Australia 100 100 30,002 30,002
Votraint No, 662 Piy Ltd Australia 100 100 2 2
Peels Trust Australia 100 160 - -
Cromwell Capital Limited Australia 100 100 100 100
Cromwell Ventures Pty Ltd * Australia 100 - 2 -
375,108 375,106

* Cromwell Ventures Piy Lid was incorporated during the December 2003 vear and did not trade.

Consolidated Parant
31 Dec 2003 30 Jun 2002 31 Dec 2003 30 Jun 2002
$ $ $ : $

OTHER CURRENT ASSETS
Loan establishment costs - 126,173 - 126,173
Accumulated amortisation - {25,238} - {25,235)
- 100,238 - 100,938
Recoverable costs - CDPT 782,483 - 782,453 -
Prepayments 55,031 51,838 55,011 51,83b
837,484 152,673 837,464 152,873

Recoverable Costs — CDPT

As at 831 December 2003 the parent entity had incurred costs of $782,453 in respect of the acquisition of
a portfolio of properties {"the Portfolio”} by the COPT, These costs include legal fees, due diligence costs,
loan establishment costs ete, and are to be recovered from CDPT following a proposed capital raising.
Since 31 December 2003 further costs have been incurred for this purpose — see noie 27,

The CBPT has entered into contracts to purchase the Portfelio. Should the CBPT not complete the
purchase of the Portfolio properties, the parent entity may not elect to recover thoss costs inourred in
respect of this acquisition. Under these circumstances, the total costs incurred by the parent entity may
need to be written off. The directors are confident of raising sufficient capital through the PDS to
eomplete the acquisition of the properties.
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CROMIWELL CORPCGRATICN LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDEDE 31 DECEMBER 2003

10.

Consolidated
31 Dec 2003 30 Jun 2002 31 Dec 2003 30 Jun 2002

Parent

PROPERTY, PLANT AND EQUIPMENT $ $ & $
Leasehold improvements - at cost 238,127 29,803 238,127 29,893
Accumulated amortisation {15,638} - (15,639} -
222,488 29,883 222,488 29,893
Plant and equipment - at cost 629,850 172,288 £923,100 159,886
Accumuiated depreciation {208,225} {87,462) {180,218) {77,728)
420,625 84,824 412,882 82,158
Plant and equipment under finance lease
- at cost 402,881 182,331 402,981 157,581
Accumulated amortisation {74,510} {23,483} (74,510) {12,148}
328,471 152,848 328,471 145,835
071,684 267,665 863,841 257,888

Reconciliations

Reconciliations of the carrying emounts of each class of property, plant and equipment at the beginning

and end of the year are set out below.

lLeasehold Plant and Equipment Total
Improvements Qwned Under Lease
$ $ $ $
Consolidated
Carrying amount - 1/1/03 211,660 124,385 370,183 706,228
Additions 20,813 401,668 - 422,481
Disposals - (9,023} “ {9,023}
Depreciation/famortisation (9,985) {26,406} {41,712} £148,102)
Carrying amount at - 31/12/03 222,488 420,628 328,471 871,684
Parant
Carrying amount at - 1/1/03 211,680 116,642 370,183 698,485
Additions 20,813 401,668 - 422 481
Disposals - {(2,023) - (9,023}
Depreciation/amortisation {9,985} {96, 406) {41,712 {148,102}
Carrying amount at — 31/12/03 222,488 412,882 328,471 963,841

Consolidated

31 Dec 2003 30 Jun 20062

Parent

31 Des 2003 30 Jun 2002

INTANGIBLE ASSETS § $ $ $
Licence and systems establishment costs 296,365 254,100 “ -
Accumulated amortisation {126,862) (83,563) - -
169,503 170,537 - -
Marketing database 514,634 - 514,834 -
Accumulated amortisation - - - -
514,634 - 514,634 -
684,137 170,637 514,634 -

At the company’s annual general meeting on 27 November 2003 shareholders approved the acquisition of
the marketing database from an enlity associated with Richard Foster, a director of Cromwell Property
Securitias Limited (a wholly owned controlled entity of Cromwell Corporation Ltd}, The marketing database
has been recognised at cost and is to be amortised on a straight line basis aver its estimated usefy iife.

PAYABLES

Trade craditors and acoruals 1,468,028 1,796,070 1,314,124 1,411,234

Other creditors 226,778 226,778 228,778 226,778

Amounts payable to controlled entities ~ - 220,699 -
1,694,806 2,022,848 1,761,601 1,638,712
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CROMWELL CORPORATION LINMETED AND EONTRCLLED ENTIFIES
NOTES TQ THE EINANCIAL STATEMENTS
FCR THE YEAR ENDED 31 DECEMBER 2003

Consolidated Parent
31 Dec 2003 30 Jun 2002 31 Dec 2003 20 Jun 2002

1.

$ $ $ $
INTEREST-BEARING LIABILITIES
Current
Secured
Debentures
- Goulburn Strest - 15,130,320 - -
Other loans - 3,000,000 - 3,000,000
Lease liabilities 72,870 27,961 72,870 22,401
72,870 18,158,281 72,870 3,022,401
Unsecured
Other loans - 57,251 - 57,251
72,870 18,215,632 12,870 3,079,652
Non-Current
Secured
Debentures
- CDPT (700 Collins Street} 5,802,000 - 5,802,000 -
Lease liablities 275,879 187,038 275,979 167,035
8,077,979 167,035 6,077,970 167,035

Debenturas — COPT {700 Collins Street)

The CDPT debanturss were issued by Cromwaell Corporation Lid on 22 September 2003 to fund the
loan provided to CDPY for the deposit and acguisition costs releting to 700 Collins Strest {ses note 5
above). The debentures have a minimum term of 10 months and a maximum term of 18 months but
may be repaid at any time after 10 months. The deberdures bear interest fixed at 9% per annum and
are secured by a fixed and floating charge over the assets and undertakings of Cromwell Corporation
Ltd (which includes & charge over CCL’s right to repayment of the loan provided to CDPT as shown
in note & above}.

Debentures — Goulburm Street

The Goulburn Street debentures at 30 June 2002 were issued by a controlled entity, Cromwell
Property Securities Limited ("CPSL"}, to fund the consolidated entity’s investment in interests in
Cromwell Goulburn Street Planned Investment (“Goulburn Street PI"). The debentures had a tarm
of 12 menths from issue date (27 May 2002} and were rapaid {mostly during the December 2002
half-yaar} from the proceeds of the sale of the interests in Goulburn Street Pl at cost,

Other Loans — Secured

Other secured loans at 30 June 2002 were advanced to assist in funding the parent entity’'s
investment in debentures issued by CPSL. The loans incurred interest at 8% per annum and had
a term of 3 monihs, The borrowings were secured by a charge over the parent entity’s
investment in the debentures (sse note 8) plus a fixed and floating charge over the parent entity
and a fixed charge over the parent entity’s shares in CPSL and CPSL's intsrests in Mary Street
Pl. In August 2002 the parent entlity redeemed debentures in CPSL and appfied those funds to
repay the other secured loans of $3 million in full.

Lease Liabilities
lease liabilities are effectively secured as the rights to the relevant assets revert to the
isssorffinancier in the event of default,

Assets Pledged as Security ‘ :
All assets of the parent antity have been pledged as security for the CDPT debentures, Plant and
equipment under finance lease {refer note 8) effectively secures lease Habilities as noted above.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

12,

13.

14.

15.

Consolidated Parent
371 Dec 2003 30 Jun 2002 31 Dec 2003 30 Jun 2002

CURRENT TAX LIABILITIES $ $ $ $
Income tax 13,225 236,321 - -
PROVISIONS
Employee benefits 80,383 37,586 58,508 25,357
Murnber of employees at end of year 25 13 18 11
Employee benefit and related on-cost
liabilities
Current
included in trade creditors and accruals 164,082 187,261 91,187 172,960
Provision for employee benefits 80,383 37,686 59,508 25,351
Aggregete employse bensfit and
ralated on-cost labilities 244,465 224,847 150,696 108,311
OTHER LIABIITIES
Current
Unpaid interasts ~ Goulburn Street P - 3,415,461 - -
Unearnsd revenue - 1,768,072 - 1,788,072
Lease incentive 40,352 - 40,352 -

40,352 5,183,533 40,352 1,768,072
Non-Current
Lease incentive 104,244 - 104,244 -

The consolidated entity was issued 3,415,461 interests {"the Unpaid Interests”) in Goulburn Street P
with an obligation to pay the issue price of $1 each by 28 May 2003 (ses also note 8). During the
December 2002 half-year all the Unpaid Interests were paid up and redeemed.

Uinearned revenue relaied 1o thae scquisition coordination fee in respect of Cromwell Goulburn Street
Planned Invastment. The consolidated entity ailocates the fee between property acquisition, which
cocurred in May 2002, loan establishment and the sell down of interests in the scheme. Ths unearned
revenue was recognised as revenue in the December 2002 half-year as the remaining interests were
suld down,

During the Descember 2002 half-year the parent entity entered inio a new lease snd received an
incentive from the lesser {Cromwell Mary Street Planned Investment, & scheme managed by the
consgolidatad entity) in respect of its new premises,

CONTRIBUTED CAPITAL

Share Capital
156,642,886 (2002: 156,642,896)
fully paid ordinary shares 43,618,619 43,618,619 43,618,619 43,618,619

There have been no movements in contributed capital singe 1 July 2001,

Ordinary Shares
Ordinary shares entitle the holder to participate in dividends and the proceeds on. winding up of the
parent entity in proportion to the number of and amounts paid on the shares held. -

On a show of hands every holder of ordinary shares present at a meeting in person ar by proxy, is
entitled to one vote, and upon a poll sach share is entitled to ong vote.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES

NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

Consolidated
31 Dec 2003 30 Jun 2002

16, ACCUMULATED LOSSES | 3 $

17.

Aceumulated losses at the beginning of

Parent
31 Bec 2003 30 Jun 2002
$ $

the vear (38,146,888} (39,837,028 (39,670,215 (40,618,833)
Net profit/{loss} 877,879 1,811,553 {320,0862) 1,414,787
Accumulated losses at the end of the

year {37,462,009) (37,825,475] (40,060,277) (39,202,048}

DIRECTORS’ AND EXECUTIVES” REMUNERATION

Directors of Entities in
Consolidated Entity
31 Dec 2003 30 Jun 2002

Directors’ Remuneration {12 months} {12 months}

Directors of Parent Entity

31 Dee¢ 2003 30 Jun 2002
{12 months} {12 months}

$ $ s $

income paid or pavable, or otherwise

made available to directors {including

salaries paid to executive directors) by

entities in the consolidated entity and

related parties in connection with the

management of affairs of the parent

entity or its controlled entities 1,258,869 1,307,658 767,228 538,013
Nurnber of parent entity directors

whose total income from the paremt

entity or related parties was within the

specified bands are as follows:

& $ No. No.
20,000 - 29,999 1 -
30,000 - 39,999 - i
60,000 - 69,599 - 1
160,000 - 169,859 1 -

210,000 - 219,888 - 1
220,000 - 225,898 - 1
250,000 - 255,999 1 -
320,000 - 329,999 1 -

Executive Officers of
Consolidated Entity

Executives’ Remuneration

Remupneration recetved, or due and
receivable, from entities in  the
consolidated entity and related parties
by executive officers {including
directors] whose remuneration was st
least $100,000

1,354,820 1,165,163

Executive Officers of Parent
Entity

742,228 541,062
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003

17. PIREGTGRS’ AND EXECUTIVES' REMUNERATION {cont}

18.

19.

Exeoutive Dfficers of ' Executive Officers of Parent

Consolidated Entity Entity
The number of executive officers
{including dirsctors} whose
remuneration  from  entigies  in the
consolidated entily and related parties
was within the specified bands is as
follows:

& 5 No. No. o, No.
100,000 - 109,299 1 1 - 1
120,000 - 129,299 2 - - -
180,000 - 169,999 1 - 1 -
210,000 - 219,888 - 1 - 1
220,000 - 229,999 - 1 - 1
250,000 - 255,899 2 - 1 -
320,000 - 320,029 1 - 1 -
620,000 - 629,999 - L] - -

Consolidated Parent

AUDITOR'S RERLINERATION 31 Dec 2003 30 Jun 2002 31 Dec 2003 30 Jun 2002

$ $ $ §
Remuneration for audit or review of the
financial reports of the parent entity or
any entity in the consolidated entity:
- Auditor of the parent entity
2003 financial year {2002} 585,050 29,000 38,500 21,500
* 31 December 2003* 40,000 40,000
Remuneration for other services
- Auditor of the parent entity
2003 financial year {2002) 15,380 22,350 15,380 23,850
« 31 December 2003* ' 33,200 33,900

* Comprises remunerafion for services rendered relating to the period since 1 July 2003 inchiding the
audit of this financial report.

There was no remuneralion paid 1o related practices of the auditor of the parent entity.

In addition to the above the auditor receives remuneration for services relating to other entities
{schemes} for which Cromwell Property Securities Limited, a controlled entity, acls as responsible
entity. The remuneration is disclosed in the relavant entity’s financial report.

Consolidated
EARNINGS PER SHARE 31 Bec 2003 30 Jun 2002

Basic sarnings per share - cents 0.43¢ 1.16¢

Weighted average number of ordinary shares used as the denominator
in caloulating basic earnings per share 166,642,806 156,642,896

Earnings for the purpose of the calculation of basic eérnings pet share is the net profit.

No potential ordinary shares existed during the yvear, Accordingly, diluted and basic earnings per share
are tha same.
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(o}

{d}

_ Consolidated Parent
- : " 21 Pec 2003 30 Jun 2002 21 Dec 2003 30 Jun'2002
{12 months? {12 months} {12 months} {12 months)
20, CASH FLOW INFORMATION $ 5 $ 5
izl Reconciliation of Net Profit/(Loss) to
MNet Cash From Operating Activities
Net profit/{loss) 677,879 1,811,653 {380,062} 1,414,787
Amoriisation and depreciation 172,808 79,219 148,102 47,356
Amortisation of loan establishment
costs - 25,235 - 25,235
&Gain on sale of investment (735,581 - {735.561) “
Aevenue received otherwise than in
cash - {200,000) - -
Other 7,437 20,000 7,435 20,000
Changes in  operaling assets and
liabilitias, net of effects from disposal
of controlled entities:
{Increase)/decrease:;
Trade and other debtors 1,136,744 {4,881,088) 1,268,936 (4,508,289}
Prepayments {17,889} {28,131) {17,889) {41,879
Increase/{decrease):
Payablas 31,7956 915,6b2 103,756 748,335
Current tax liabilities {207,296) 155,915 - “
Provisions 22,283 14,112 21,710 1.877
Unegarned revenue - 1,768,072 - 1,768,072
Qthar {40,351} - {40,351) -
Net ocash provided byHused in)
aperating activities 1,047,850 (319471 356,076 (524,477)
{b} Non-Cash Activities
» Unpaid interests in Goulburn Street
P - 3,415,461 - -
s Acqguisition of plant and equipment
by means of finance lease - 157,981 - 157,981
» Services revenue from property
schemes received otherwise than in
cash, belng received in the form ot
interesis in schames - 200,000 - -

The consolidated antity periodically acquires interests in managed investment schemes either directly

or indirectly through paying various costs on behalf of schemes,

Whether direct or indirect the

payments are shown in the stataments of cash flows as payments for other financial assets.

Finance Facilities

The consolidated sntity had no available finance facilities at balance date,

Restrictions on Use of Cash Assets

Included in cash asseis at 31 December 2003 is an amount of $758,664 (June 2002: 5nil} which is
held by Frust Company of Australia Limited as trusiee for the debenture issue — refer to nota 11, These
funds are available for uss by the consolidated entity for the purposes described in the debenture offer
which is to provide loans to Cromwell Diversified Property Trust {(CDPT) to fund the deposit on the
acquisition of 700 Coliins Streat or to purchase one or more interest rate hedge instruments to assist
CDPT to mitigate the interest rate risk associated with borrowings to fund the acquisition of this
property. Refer also to note 27 regarding subsequent payment of $320,766 for this purposs.
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21. RELATED PARTIES

{a} Directors
The names of parent entity directors during the financial year are:
P.L. Weightman
R.L. Stiles
B, Wilson
R.J. Pullar

nformation on remuneration of directors is disclosed in note 17.

{b} Transactions with Directars and Director Related Entities

Consolidated Parent
31 Dec 2003 30 Jun 2002 31 Dec 2003 30 Jun 2002
$ $ 5 %
Fees for legal and compliance

services provided by a firm of which
P L Weightman is a partner 167,773 201,281 192,283 157,527

Charges for rental of premises by an

entity associated with P L
Waeightman - 110,888 - 110,889

Rental income from  premises
provided to an entity associsted
with P L Weightman 85,865 - 85,665 -

Loan to employee share plan used to
purchase shares in the parent entity
from an entity associated with R L
Stiles 260,000 - 200,000 -

During the Decsmber 2003 year the consclidated entity entered into a 50/50 joint venturs
arrangement with an entity associated with R J Pullar in respect to the put and call agreement for
the acouisition of Century House, 316 Adelaide Street, Brisbane. The option to acquire this
property was sold in 2003 for $1,113,900 resultiing in a gain on sale of $735,561 being recorded
by the consolidated entity.

During the December 2003 year the consolidated entity acquired a marketing database for
$514,634 from an entity associated with W R Foster, a director of Cromwel Property Securities
Limited {a wholly owned controlled entityl, In addition the consolidated entity paid W R Foster {or
his associate) a systems integration fee of $100,000 in respect of the marketing database., These
payments were approved by sharcholders at the company’s annual general meeting on 27
November 2003.

At the November 2003 annual general meeting shargholders approved the acquisition by D J
Wilson of up to 2 million ordinary shares in the parent entity held by the Employee Share Plan
{refer 10 notes 5 and 26}.

The consolidated entity had an agreement with an entity associated with P | Weightman to sub-
lease from that entity premises on a month 1o mionth basis. During the December 2002 half-year
the arrangement was terminated. The consolidated entity has entered into a8 new lease of
premises at 200 Mary Street, Brishane., The consolidated entity has also entered intc an
agreement with an entity associated with P L Weightman to sub-lease part of those premises to
that entity on a month to month basis.
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21.

{c)

{d}

RELATED PARTIES {cont)

31 Dec 2003 30 Jun 2002
Shares - Directors and Director Related Entities No No
Aggregate number of shares and options of the parent entity held

dirgetly, indirectly or beneficially by directors or their director

related entities at balance date:

Ordinary shares 37,622,567 24,827,330

Options -

No shares or options issued or granted by the parent enlity were acquired by dirsctors or their
director related entities during the two years.

Transactions within Wholly-owned Group

Cromwell Corporation Limited is the ultimate parent entity in the wholly-owned group comprising
the company and its wholly-owned controlled entities, Ownership interests in controlled entities
are set out in pote B,

Transaciions between the parent entity and its controlled entities included:

- Debentures issued by a controlled entity to the parent entity in the June 2002 financial year
and redeemed in the 8 months to December 2002 (note 6);

- Loans batween the parent and its controlled entities and repaymaent thereof {refer Statements of
Cash Flows);

- Share of syndication fees paid directly to the parent entity by a controlled entity {see below};

- Management fees paid 16 the parent entity by controlled entities {note 2J;

- Interest received from controlled entity on debentures — 2003 $nil (20021 $29,878).

All loans arg interest free and unsecured, with no set repayment terms.

Cromwell Property Securities Limited {"CPSL™) and Cromwsll Corporation Limited {"CCL"} have
entered into a cost and fee sharing agreement whereby certain costs incurred in the establishment
of managed investmsant schemes are funded by CCL. Under the agreement CCL is entitled to 80%
of the acquisition fee with the remsaining 10% allocated to CPSL, akthough in certain
circumstances a greater proportion of the overall fee has been retained by CPSL where CPSL
incurs additional costs.

The net allocation of the initial property syndication fees during the vear between TCL and CPSL
was as follows:

Consolidated CCL CPSL
Notes Entity

30 June 2002: % $ %
Cromwel! Northbourne Planned Investment {i} 1,424,600 1,282,140 142,460
Cromwaell TGA Flanned Investment 300,000 270,000 30,000
Cromwsll Goulburn Street Planned Investment
- total 3,390,000 3,051,000 339,000
- unearned revere {ii} {1.788,072}  {1,768,072} -

3,346,628 2,835,068 511,480
31 December 2003:
Cromwell Diversified Property Trust 2,883,713 2,319,588 244,125
Notes

(i}  Part of the total syndication fee of $1,424,600 was pald in the form of 200,000 interests of
$1 each in Cromwell Northbourne Planned Investment. These interests were sold 1o external
investors at cost {$200,000) during the 2002 {financial year.

{ity  Unearned revenue was recorded as property syndication fee revenue in the December 2002
half-year.

In add;tlon t¢ the property syndication fees noted above, CPSL sams ongomg management fees
from managed invesiment schemes.
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21, RELATED PARTIES {cont]

{e) Transactions with Managed Investment Schemes (managed by the eonsolidated entity)

CPSL is the responsible entity of a number of managad investment schemes, which from time to
time invest in other managed investment schemes managed by CPSL. The consolidatad entity
derives a range of benefits from schemes managed by CPSL. Those benefits include management
tees and the provision of funds to enable loans made to the schemes, investments or funding
provided by the consolidated eniity to be repaid.

During the December 2003 and June 2002 years the consolidated entity issued debentures to fund
fis investment in interests in Goulburn Street P {see notes 8 & 11). Of these debentures, the
following were issued 10 planned investiment schemes managed by the consolidated entity:

31 Des 30 June
2003 2602
$ 5
Cromwell Goulburn Strest Planned Investment * - -
Cromwel Planned Investment - No 3 - 390,000
Cramwel Northbourne Planned Investment - 300,000

* $3,000,000 issued during the December 2002 half-year.

During the December 2002 half-year the above debentures were redeemed. The following interest
was paid by the consolidated entity {included in borrowing costs) to plarined investmeant schemas:

Cromwell Goulburn Street Planned Investment ** - -
Cromwell Planned lnvestment — No 3 ** - 3,789

; Cromwell Northbourne Planned [nvestment ** - 2,865
- 61634

** $173,909 interest paid during the December 2002 half-yaar.

During the June 2002 financial year $3 million owing to the consolidated entity by CCC Marcoola
Pty Ltd {"CCC") was repaid from funds borrowed by CCC from the Cromwell Select Income Fund,
a scheme managed by the consolidated entity. The funding was in respect of the property
davelopment at Marecola which was underteaken by CCC with services provided by the
consolidated entity, BDuring the Decamber 2002 half-year the $3 million loan owing by CCC to
Cromwall Select Income Fund was raepaid.

Buring the December 2003 year the parent entity acquired 380,500 interests at 31 each in the
Cromwell Selact Income Fund and redeemed 385,000 of these interests at cost.

During the December 2002 half-year the parent entity entered inte a lease of premises with
Cromwell Mary Street Planned Investment {refer note 3 for minimum lease payments paid snd note
24 for the operating lease commitments]. As part of the lease arrangements the parent entity
received a lease incentive,

The directors believe transactions between related parties were on commercial terms and
conditions, unless otherwise stated.

Aggregate amounts pavable to directors and their director-related entities {including remuneration}
at the reporting date:

Consolidated Entity Parent Entity
31 Dec 2003 30 Jun 2002 31 Dec 2003. 20 Jun 2002
$ T % $ 5

Current liabilities ' :
- directors remuneration 9,828 - 8,828 -
-  marketing database® 423,725 - 423,725 “
- systerns integration fee 22,548 - 22,548 -

' 456,102 “ 458,102 -

#Thesa amounts are owed to an entity related to WR Foster who is a director of Cromwaell
Property Securities Limited (a wholly owned controlled entityl.
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22,

SEGNENT INFOBRMATION
Primary f\"eparting'— Business Segments
2003

During the Dacember 2003 year the consclidated entity operated predominantly in the one
business segment. It derived revenue from management and administrative services provided 1o
property and mertgage related managed investment schemes for which a econtrolled entity is the
responsible entity, The consolidated entity operates in Australia only.,

2002

Buring the June 2002 financial year the consolidated entity operated in Australia in the following
divisions by service type:

= Managed Investment Schemes (MIS) Bivision - the consolidated entity is involved in the
promotion and management of property and mortgage related managed investment schemas.

«  Property Developmant Management {PDM} Division — the consolidated entity was involved in
the management of certain property developments, primarily with one third party developer,

Consolidated

MIS Division PDM Division Entity
& ] $

Segment revenue 4,850,652 1,600,000 6,450,652
Sale of interests in MIS 3,288,000
Gther unallocated revenue 534 524
Revenue from ordinary activities 10,273,176
Segment result 1,087,753 1,168,767 2,256,620
Unallocated revenue less unallacated expenses {288,052)
Profit fram ordinary activities before income tax 1,967,468
income 1ax expense {165,915])
Net profit 1,811,583
Assets
Segment assets 4,416,221 3,219,433 7,635,654
Interssts in MHS 23,432,461
Other unalipcated assets 587,884
Total assets 31,655,088
Liahilities
Segment liabilities 3,131,853 153,759 3,285,812
Liabllities assoclated with MIS interests 21,545,781
Cther unallocated liabilities 1,031,462
Total liabilities 25,862,855
Acquisition of non-current asseis 850,000 - 60,000
Interests in MIS {(non-current} -
Unallocated 238,831

288,531
Depreciation and amartisation 25,410 - 25,410
Unallocated 52,809

78,218
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22.

23.

SEGMENT INFORMATIGN {cont]

Notes to and forming part of the segment information

{a} Accounting policies
Segment information is prepared in conformity with the accounting policies of the entity as
disclosed in note 1 and the segment reporting accounting standard, AASB 1005 Scgment
Reporting.

Segment ravenuss, expenses, assets and liabilities are those that are directly attributable to a
segment and the relevant portion that can be allocated to the segment on & reascnable basls,
Segment assets include all assets used by a segment and consist primarily of operating cash,
receivables, property, plant and equipment and other intangible assets, net of related
provisions. While most of these assets can be directly attributed to individual segments, the
carrying amounts of certain assets used jointly by segments are allocated where appropriste
based on reasonable estimates of usage. Segment Habilities consist primarily of trade and
other creditors and employse benefits. Seagment assets and Habilities do not include income
taxes or interest bearing liabilities.

(b} Inter-segment transters
There are no intar-segment transfers.

FINANCIAL INSTRUMENTS

Derivative Financial Instruments

The consolidated entity does not normally use derivative financial instruments on fts own account
{however, derivalives such as intereslt rate swaps are used for schemes for which CPSL, &
controlled entity, is the responsible entity).

Interest Rate Risk
Cash assets ~ held in at call bank accounts with variable interest receivable thereon at market
bank rates which were approximately £4.0% a1 31 December 2003 {June 2002: 3.0%}.

Receivables/payahles ~ generally no interest is receivable or payable thereon, except as disclosed
in note 5.

Cther financial assets — generally no Interest is receivable therecn, although the paid up interests
in the managed investment schemes are entilled to a monthly digtribution of income from the
raspective scheme.

Lease liabilities — the interest rate implicit in each lease is fixed over the relevant lease term. The
average interest rate on the various leases is approximately 6.8% {June 2002: 6.8%). Leases are
payable by fixed monthly instalments with a residual over the period to 2006.

Other interest-bearing lisbilities — see note 11,

Net Fair Value
The net fair values of financial assets and financial liabilities generally approximate their carrying

values,

The non-current receivable loan to Meadowbrook Shopping Village Syndicate is expectsd to be
recovered in the 2004/2005 financial vear and, given that the loan is non-interest bearing, it is
estimated to have a net fair value in the order of $40,000 - $60,000 less than carrying value.
However, as it is the consolidated entity’s policy not to discount to present value in determining
the recoverable amount these receivables are regognised at the amount due.

The consolidated entity’s share of the net assets of Mary Street Planned Investment at 31
Docemnber 2003 was approximataly $1,355,000. Similarly to the above, as it is the consolidated
entity’s policy nol 1o discount 10 present value in determining recoverable amount the inieresis are
recognised at cost of $1,517,000 which the directors believe is recoverable.

Credit Risk
The credit risk on financial assets which have been recognigsed in the statement of financial

pasition is generally the carrying amount, net of any provisions.
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23.

24,

FINANCIAL INSTRUMENTS {cont)

The consolidated entity has the following material credit risk exposures arising from concentrations of
credit risk at balance date:

Consolidated
31 Dec 2003 30 Jun 2002

Receivables $ %
Amounts due from a third party property developer:
« trade debtors - Norman Park Manors Pry Led - 550,000

- CCC Marcoala Pty Ltd - 1,650,000
»  other loans - Norman Park Manors Pty Ltd - 646,625

- CCC Marcoola Pty Ltd - 372,808

- Lanham Commodities Corporation Pty Lid 143,463 -

- Margaret Square Pty Lid 73,500

216,863 3,219,433

Loans to property syndicates/schemes managed by the consolidated entity

- Meadowbrook Shopping Village Syndicate 478,423 439,423
- Cromwell Diversified Property Trust 6,000,000 -
6,479,423 439,423

{Refer to note 5 for further explanation on the above recelvables)

Ravenue

A large proportion of the consolidated entity’s revenue is derived from a

small number of transactions:

+ property syndication fees - see note 21 2,683,713 3,346,528
» property development management service Tees — see notes 2 and b - 1,600,000

Receivables also include a loan to the employee share plan (see notes & and 26},

The majority of the balance of revenue and frade debtors Is derived from/owed by schemes for which
a controlled entity acts as responsible entity.

Consolidated Parent

COMMITMENTS FOR EXPENDITURE 31 De: 2003 30 Ju: 2002 31 i)e; 2003 30 Jur; 2002
Finance Leases
Cornmitments in relation to finance
leases are payable as follows:
Within one year 95,683 42,5009 95,663 36,770
Lzter than one year but not later than
five years 296,370 182,230 296,370 182,230
Minimum lease payments 382,033 224,739 382,033 219,000
Future finance charges {43,184) (29,743} (43,184} {29,664)
Recognisad as a lHability 348,849 194,896 348,849 189,436
Representing lease Habilitias
Current 72,870 27,8961 72,870 22,401
Nor-current 275,979 187,035 275,979 167,035

348,849 194,996 348,849 180,436

Finance leases comprise leases of items of plant and equipment under normal commercial terms and
conditions.

Operating Leasas
Commitments in relation to operating leases in existence at the reporting date but not recognised as

liabilities are payable as follows:

Within one ysar 251,655 15,808 251,655 15,808

Later than one year hut not [ater than

five years . 667,606 g,760 667,506 8,780
908,160 22,568 908,180 22,668

Operating Ieases primarily comprise the lease of the consolidated entity’s premises. The lease is for
five years with an option for a further five years with rentals increasing at 3.5% per annum.,
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CONTINGENT LIABILITIES

The consolidated entity has provided the following guarantees:

Margaret Square Project

The consolidated entity has provided a guarantee to the seed lenders to Margarst Square Pty
Ltd which had an option over a property in Margaret Street, Brisbane and carried out
feasibility on developing the property. The option has since expired and the project
shandoned. The guarantes is limited to the amount recoverable under & mortgage held by the
consolidated entity over the assets of CCC Mareoola Pty Ltd, a company related to Margaret
Square Pty Ltd. The consolidated entity has also provided loans to Margaret Square Pty Ltd
(673,500} and Canbam Cemmodities Corporation Pty Ltd {$143,463), ancther company
related to Margaret Square Piy Lid - see note 5. The loan to Canham Commedities
Corporation Pty Ltd is also secured under the same mortgage. The directors believe the loan
to Canham Commaodities Corporation Pty Ltd will be fully paid and that the consolidated entity
will not incur any loss under the guarantee provided to the seed lenders to Margaret Square

Pty Lid.

Meadowbrook Shopping Village

The parent entity has provided a guarantee of $200,000 (2002: $200,000) to the financier of
a lessee’s fitout at the Meadowbrook Shopping Village {the consolidated entity manages the
Shopping Village on behalf of the Meadowbrock Shopping Village Syndicate).

Cromwel! Diversified Property Trust — Convertible Underwriting Units (CUUs)

The parent entity has guaranteed that CUU unitheolders in Cromwell Diversified Property Trust
{("'COPT*} will receive distributions of 8% per annum during the term of issue of the CUUs hy
CDPT, The parant entity has also guaranteed holders of CUUs that all CUUs will be redesmed
at $1 per CULL, The CUUs were issusd by CDPT 1o assist in funding the deposit and certain
acquisition costs on properties 1o be acguired from Challenger Financlal Services Group
(*Challenger”}. As at 31 Dacember 2003 the Custodian had received applications for 3.33
million CUUs although none had been issued at that date. On 17 March 2004 CDPT entered
into an unconditional contract with Challenger and paid a further depesit of $7 million.

A total of 12,508 million CUUs of $1 each have been subsequently issued by CDPT to fund
the deposit and other associated acquisition costs. The CUUs have a maximum term of 12
months from the date of issue {17 March 2004} and may be redeemed earlier at the discretion
of the responsible entity. A Product Disclosure Statemant {PDS) is currently being prepared
by Cromwell Property Securlties Ltd, as the responsible entity for CPDT, 1o raise equity capital
to assist in funding the properties to be purchased from Challenger and 700 Colling Sireet.
The CUUs are to be redeemed from tha proceeds of the PDS. Ses slso note 28,

29




CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 BECEMBER 2003

26.

EMPLOYEE SHARE OWNERSHIP PLAN

An employee Share Ownership Plan (ESOP) was established in June 2003 by the directors of the
parent entity and st that time acquired 2 million ordinary shares in the parent entity at a cost of
$200,000 (being $0.10 per share}. This was funded by way of a loan to the ESOP from the
parent entity {refer note 5}, Al full-time and pari-time employees who meet minimum service
requiramaents, including directors of Cromwall Corporation Limited and its controlled entities, are
gligible to participate in the Plan. Participation of the directors is subject to shareholder approval,

Shares granted under the Plan are entitied to voting rights and dividend partieipation.
At the Annual General Meeting on 27 Novembar 2003, all the shares available undsr the plan were

allocated to DJ Wilson, a director of the parent entity, at cost plus accumulated interest. TFhe
shares are to be acquired by DJ Wilson as follows -

Acquisition Period No of Shargs $*

27111703 - 30/6/04 500,000 50,000
1/7/04 ~ 30/6/05 500,000 50,000
1/7/0b — 30/6/06 500,000 50,000
177106 - 30/6/07 500,000 50,000

2,000,000 200,000

* plus interest costs

The shares purchased are to be allocated at the end of the respective period. If any of the
500,000 shares have not been acouired by the end of each period, the right to acquire those
shares will not be carried forward, but will automatically lapse. The right to acquire any additional
shares will lapse on the date DJ Wilson ceases employment with the company.

DJ Wilson is restricted from disposing of or encumbering the shares until the earliest of -

+ 10 years from acquisition;
« cessation of his employment; or
s  atime determined by the hoard,

For the period to 31 Decamber 2003, DJ Wilson has contributed $12,500 1o the ESCOP which
eguated to 121,222 fully paid ordinary shares. The fair value of those shares was approximately
13,929 as at 31 December 2003 based upon the closing price whieh the company’s shares were
traded on the Australian Stock Exchange at the end of the year.
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27.

28.

SUBSEQUENT EVENTS

Cromwell Diversified Property Trust

The consolidated entity has incurred additional due diligence costs of approximately $278,000 in
respect of the acguisition of the portfolio of properties from Challenger Financial Services Group
{“Challenger”) and in the preparation of the PDS in eonnection with tha proposed capital raising ~
see note L.

In February 2004 the consolidated entity pald $820,766 on behalf of CODPT to forward fix the
interest rate {at 6.5% per annum for three years) on the debt facility of $86.45 million which is
due 1o be drawn down in September 2004 to fund the acquisition of the investment property at
700 Collins Street, Malbourne. This cost was reimbursed by CDPT in March 2004 from the
proceeds of the issue of CUUs ~ refer note 25.

In March 2004 the consolidated entity paid Investec Bank (Australia)l Limited $1.33 million {and
agreed to pay a further $715,000 by 30 June 2004} as a non-refundable commitment fee on a
debt facility of up to $57.2 million. The facility is to be drawn down if required to assist in
funding the purchase of the Challenger and 700 Collins Street properties. The consolidated entity
has agreed not to recover this cost from CDPT directly. Howevar, the conseclidated entity will garn
property syndication fees on settlement of these acguisitions which will more than recover the
commitment fee.

The financial effects of the above were not recognised as 2t 31 December 2003,

CROMWELL DIVERSIFIED PROPERTY TRUST — PROPOSED CAPITAL BAISING

As noted above, a PDS is currently being prepared 1o raise equity eapital to assist in funding the
gcquisition of the Challenger and 700 Collins Street Properties. The consolidated entity has
incurred various costs as part of the acqguisition of these properties as well as provided CDPT with
loans to fund deposits of the properties and guarantees in respact of the distribution and capital
redemption of the CUUs issued by CDPT for this purpose.

A summary of the consoclidated entity’s exposure to CDPT as at 31 December 2003 and 19 March
2004 is set out below.

Consolidated
Reference 31 Des 2003 19 Mar 2004
Note $ $
Paid/Payable to Date
* Loan — CDPT 5 &,000,000 5,000,000
s Recoverable costs - COPT
Acquisition due diligence and associated costs 7 782,463 1,088,740
s | oan establishment Tee (Invesiec) 27 - 2,045,000
8,782,453 8,103,740

Contingent Liability
e (Guarantees — CUUs 25 - 12,509,000
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CROMWELL DIVERSIFIED PROPERTY TRUST ~ PROPOSED CAPITAL RAISING {cont}

It is intended that the proposed capital raising will have a minimum subscription of $34 milllon by
June 2004 (to enable CDPT to purchase the Challenger properties and 700 Collins Street) and a
maximum subscription of $148.3 million. The assumed timing and guantium of the capital raising
have been derived from & detailed marketing research paper preparsd by the directors, however,
the capital raising will not be underwritten.

If subscriptions are not received within certain timeframes, the CDPT will be in default under one
or more of its standby loan facilities, including the Investec facility noted in note 27 above. The
potantizl impact of this s not capable of reasonable estimation given the ultimate sharing of costs
and/or expenses between the consolidated entity and CDPT is unknown.,

The directors are confident the CDPT will achieve maximum subscription within certain timeframes
up to 30 June 2005 and that ali costs in respect of the transaction will be recoverable by the
CDPT.
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CROMWELL CORPORATION LIMITED AND CONTROLLED ENTITIES
DIRECTORS’ DECLARATION

The directors declare that the attached financial statements and notes:

{a) cbmply with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements; and :

{h) give a true and fair view of the company’s and consolidated entity's financial position as at 31
December 2003 and of their performance, as repressnted by the resulis of their operations and
thelr cash flows, for the year ended on that date.

in the directors’ opinion:

{a) the financial statements and notes are in accordance with the Corporations Act 2001; and

{h) thers are reasonable grounds to believe that the company will be able to pay its debts as and when
they become due and payable.

This deslaration is made in accordance with a resolution of the Board of Directors,

/‘.’MW

P.l. Weightman
Director

Dated this 19" day of March 2004
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INDEPENDENT AUDIT REPORT TO MEVIBERS OF CROMWELL CORPORATION LIMITED
Scope
The Financial Report and Directors’ Responsibifity

The financial report comprises the statsment of financial position, statement of financial performance,
statement of cash flows, accompanying notes to the financial statements, and the directors’ declaration for
hoth Cromwell Corporation Limited {the company)} and the consolidated entity, for the year ended 31
Decembar 2003, The consolidated antity comprises both the company and the entities it controlled during
that year.

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

Audit Approgch

We conducted an independent audit in order to express an opinion to the members of the company. Our
sudit was conducted in aceordance with Australian Auditing Standards, in order to provide reasonhable
assurance as to whether the financial report is free of material misstatement. The nature of an audii is
influenced by factors such as the use of professiona judgment, selective testing, the inherent limitations of
internal control, and the availability of persuasive rather than conclusive evidence. Therafore, an audit
cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in
accordance with the Corporations Act 2001, including compliance with Accounting Standards and other
mandatory financial reporting requirements in Australia, a view which is consistent with our understanding
of the company’s and the consolidated entity’s finanelal position, and of their performance as represented
by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which inciuded:

. examining, on a test basis, information to provide evidence supperting the amounts and disclosuras in
the financial report, and
. assessing the appropriateness of the accounting policies and disclosures used and the reasonableness

of significant accounting estimates made by the directors.

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

Independence

In conducting our audit, we followed applicable independence requirements of Australian professional ethical
pronouncements and the Corporations Act 2001,
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Audit Opinian
In our opinion, the financial report of Cromwell Corporation Limited is in accordance with:
{a) the Corporations Act 2001, including:

{i} giving a true and fair view of the company's and the consolidated entity’s financial position as
at 31 December 2003 and of their performance for the year ended on that date; and

(it} complying with Accounting Standards in Australia and tha Corporations Regulations 2001; and

' (b} other mandatory financial reporting reguirements in Australia,

inherent Uncertainty

Without qualification to the opinion expressed abovs, attention is drawn to the following matter. As set olf
in note 28 the consolidated entity has a significant exposure to various loans and commitments provided to
the Cromwell Diversified Property Trust {CDPT) as described in notes 25 and 28, Since CDPT’s proposed
capital raising will not be underwritten, there is uncertainty whether the consolidated entity will recover all
the loans and amounts paid or payable on behalf of CDPT and whether it will become liable under the
various guarantees it has given, The potential impact of this is not capable of reasonable estimation given
the outcome of the capital raising and ultimate sharing of costs and/or expenses between the ¢onsclidated
gntity and COPT is unknown,

JOMNSTON BRORKE
Chartered Accountanis

RCN WALKE
Partnar

! Brisbane, Queensiand
19 March 2004
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