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Prospectus

This Prospectus is dated 17t October 2003 and was lodged with the Australian Securities and Investments
Commission {ASIC) on that date. The expiry date of this Prospectus is 10 March 2004. No securities will be aliotted
or issued on the basis of this Prospectus later than the expiry date. This Offer is subject to Unitholder approval of
various resolutions as described in section 8.2, which are o be considered at a Unitholder meeting on 12t November
2003. DDH Graham Limited {the Issuer} will apply for listing and quotation of the Units on the Australian Stock
Exchange {ASX) within 7 days after the date of this Prospectus. ASIC and ASX take no responsibility for the contents
of this Prospectus. No person is authorised fo give any information or to make any representation in connection with
the Offer described in this Prospectus which is not contained in this Prospectus. Any information or representation
not so contained may not be relied on as having been authorised by the Responsible Entity in connection with the
Offer.

Defined terms and abbreviations included in the text of this Prospectus are explained in the Glossary in section 14.

This Prospectus contains important information and you are advised to read & carefuily. Investors
padicipating in this Offer will have all the risks of ownership associated with owning this type of invesiment
inciuding competing childcare cenires, vacancy rates of childcare centres, capital expenditure, fee levels and
sehing risks. Refer to section 10 for further detail regarding risk factors of the investment.

DDH Graham Limited does not guarantee the success of PIF nor a particular rate of return of income or capital.

This Offer of Units under this Prospectus is provided to you as a professional investor or sophisticated investor,
pursuant to section 708 of the Corporations Act.

The Offer of Units under this Prospectus is available to Australian residents. The Offer does not constitute an offer in
any jurisdiction other than Australia. The Offer is not an offer to any person or an offer in any place, to which or in
which it is uniawful to make such an offer.

This Prospectus has been prepared so that section 707(3) of the Corporations Act does not apply in respect of any
or-sales of the Units issued pursuant to the Offer.

The purpose of the on-sale provisions is to ensure adequate disclosure to retall clients acquiring financial products as
a result of certain on-sales of securities within 12 months of their issue, where they were issued without disclosure to
investors under Part 6D.2 of the Corporations Act. The Units issued under this Prospectus will have been issued
pursuant to a disciosure document under that Part.

if you have any questions, please contact Wilson HTM Corporate Finance Limited on (07} 3212 1333 or the
Responsible Entity of Peppercorn Investment Fund, DDH Graham Limited on (07) 3210 2277.
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1. investment overview
. This Prospectus is fo raise $15.94 million to fund the acquisition of an additional 31 operating Centres.

. This is the second prospectus issued by PIF, after having successfully raised $20.8 million through the PO
Prospectus dated 10 April 2003, and $30 million through a pre-fisting offer of Converting Debt Securities in
December 2002.

. PIF was admitted to the official list of the ASX on 20 May 2003 and official quotation of PIF Units commenced
on 22 May 2003 (ASX code PiV).

. PIF is a specialist childcare centre owner which will, upon completion of the acquisition of the 31 Centres
described in this Prospectus, hold approximately $135 million of total assets, allowing investors an efficient
means of accessing the relatively high retums available within this sector through an ASX listed entity. An
investment in PIF is an investment in the business of childcare.

. PIF is an asset rich, strong growth investment vehicie with an aftractive yieid.

. PIF is a unit trust. It acquires childcare businesses {and associated plant and equipment), and acquires tenure
to the land, buildings, fixtures and fittings either on a freehold basis or a long ferm lease arrangement. The
Operator is contractually bound to enter into a Management Lease for each Centre acquired by the Fund, hold
the childcare licences and employ all staff in the Centres.

. PIF outsources the management and sourcing of its Centres to a subsidiary of Peppercom Management
Group Limited {*Peppercorn™}. The Peppercorn Greup is the largest operator of childcare centres in Australia.
Peppercomn s listed on the ASX and has a market capitalisation of over $150 million. It has a demonstrated
ability and contractual obligation to source freghold childcare centres for PIF.

. PIF has acquired or will acquire 84 Centres using funds raised through the IPO and has acquired or intends to
acquire a further 31 Centres using funds raised pursuant to this Prospectus which are to be operated by
Peppercorn Holdings No 4 Pty Ltd, a wholly owned subsidiary of Peppercorm Management Group Limited.

PIF - Summary Forecast Financial Performance

Year to June: 2004{fH 2005(f)
Net Profit from Ordinary Activities {$milf} 6.66 8.72
Eamnings per Unit {cents) 9.80 11.97
Price earnings muitiplelx} st Issue Price 122 10.0
Distribution per Unit {cents) 8.70 11.76
Comprising:
Franked distribution per Unit (cents) 8.29 11.76
% Franked 65% 74%
Tax deferred distribution per Unit {cents) 1.41 0.00
Franked Yield at issue Price 8.1% 9.8%

For further details regarding the assumptions used in the above forecasts refer to
Section § of this Prospectus.
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. The acquisition of these Centres is consistent with PiF's strategy of acquiring Centres that have strong
financial performance, achieving value for Unitholders.

. Despite competitive pressures on acquisitions, PIF has been able to maintain centre acquisition multiples (see
financial forecasts in section 6.2.3). There is continued rationalisation of the childcare industry, however there
are stilt attractive opportunities.

. Peppercorn has continued to provide a pipeline of assets for inclusion in PiF pursuant to the Operations
Management Agreement.

. PIF is a public trading trust and pays tax at the corporate rate and as a consequence pays franked
distributions.

. Half-yearly distributions payable in February and August each year. As foreshadowed in the IPO Prospectus
no distribution was made in August 2003. It is anticipated that the first distribution will be made in February
2004.

. Units issued pursuant to this Prospectus will rank equally with Units already on issue for the February 2004
distribution (subject to Unitholder approval).

. The management fee charged by the Operator is largely performance related.

. The Commonwealth Government's chidcare funding program supports a growing flow of funds into the
childcare industry.

. The Responsible Entity has fixed the interest rate on the initial Fund borrowings of $40.1 million for a five year
term and will have the option to fix the interest rate on new borrowings. The intended long-term gearing of the
Fund will be approximately 40% {debt to total assets) but may periodically be higher on a short ferm basis to
faciitate childcare centre acquisition opporiunities.

. Investors in the Fund are not personally liable for any borrowings undertaken by the Fund.
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2. Executive summary

21  The Offer

The Offer is for 13.282 million fully paid Units in Peppercorn Investment Fund ("PIF” or “the Fund”) at an Issue Price of
$1.20 per Unit.

The Offer is subject o Unitholder approval. A Unitholder meeting has been set down for 12 November 2003 to
consider, and if thought fit, approve the resolutions described in section 8.2,

22  Key Offer information

Number of Units offered under this Prospectus 13,282,000
Number of Units currently issued 50,800,525
Number of Units on issue foliowing completion of the Offer 72,882 525
Issue price per Unit offered under this Prospectus $1.20
Amount being raised under this Prospectus $15 938,400

The forecasts have been prepared by the Issuer. The achievement of forecast returns is uncertain. See
Section 6 for further information about the assumptions on which the forecasts are based and the effect on
the forecasts if the assumed outcomes are not aftained. Also refer to section 10 for further detail regarding
risk factors of the investment.

23 Keydates

12 November 2003 Unitholder Meeting

13 November 2003 Deadiine for messages to be exchanged with the Lead Manager for DvP seitlement
14 November 2003 Settlement of Units

20 November 2003 Expected commencement of trading of Units on ASX

All dates are indicative only and subject fo change. DDH Graham Limited reserves the right to close the Offer eardier
or to extend the closing date without notice.

24  The investment

Through the Offer it is intended to raise additional equity for PIF o assist in funding the acquisition of an additionat 31
Centres. The funds raised pursuant to PIF’s initial public offering were used to fund the acquisition of 84 Centres. Of
the 84 Centres, 83 have been settled and are generating income for the Fund with the remaining Centre scheduled fo
settle by the end of October 2003.

The management of Centres acquired by PiF is undertaken by Peppercorn Holdings No 4 Pty Ltd (referred fo in this
Prospectus as “the Operator”) under long term Management Lease arrangements. The Operator is a wholly-owned
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subsidiary of Peppercorn Management Group Limited, the ultimate parent company of the Peppercorn Group. The
Peppercorn Group is an experienced and successful operator of Long Day Care Centres. Itis the largest in Australia,
currently providing management services to over 260 childcare centres. Peppercorn Management Group Limited is
listed on the ASX and has a market capitalisation of over $150 milfion.

The Directors of the Responsible Entity are satisfied that upon the successfui completion of the Offer, the Fund will
have sufficient working capital o meet its objectives.

2.5 Investment structure

PIF is a unit trust. It acquires childcare businesses {and associated plant and equipment}, and acquires tenure fo the
land, buildings, fixtures and filtings either on a freehold basis or a long term lease arrangement. The Operator is
contractually bound to enter into a Management Lease for each Centre acquired by the Fund, hold the childcare
licences and employ all staff in the Centres.

For taxation purposes PIF is treated as a public trading trust.

PIF receives revenue equivalent to the operating income of the Centres less the management fee payable fo the
Operator. The Operator's management fee consists of a base management fee per cenire operated per month
{indexed annually by the CPI) plus a percentage of gross revenue {freehold centres anly) and a percentage of net
operating income {after deducting the base fee and any percentage of gross revenue). Refer to section 11.4 for
further information.

The Responsible Entity of the Fund is DDH Graham Limited.

26 Investmeni strategy

PIF will only invest in childcare centres. The Centres that have been acquired or which have been identified for
acquisition with funds raised pursuant fo this Prospectus involve the acquisition of freehold title (25 Centres} and
leasehold title {6 Centres) to the land, building, fixtures and fittings.

Subject to underlying market conditions it is expected that PiF will acquire between 30-50 additional centres per
annum.

2.7  Rationale for investment

The security, stability and magnitude of the Commonwealth Government's childcare funding program supperis a
growing fiow of funds into the childcare industry.

The industry is relatively simple in its structure, has low volatifity and is predictable in its operations. However it is
fragmented in its ownership structure and is characterised by a large number of small operators and owners. By
utilising specialist management, investment in PIF allows investors an efficient means of accessing the relatively high
returns avaifable within this sector.

28 Risk factors

An investment in PIF involves the assumption by investors of certain risks, including those generally related
to investment in the sharemarket. The achievement of the financial forecasts contained in section 6 is
dependent on a number of assumptions and subject to a number of risks. A description of the major
assumptions underlying the forecasts is contained in section 6 and section 10 outlines the key business and
investmen risks relevant o an investment in PIF.
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3. Structure of the Fund
The structure and participants in PIF are as follows:

Investors
/?eﬁofffhfmwwé \\M& nits

. . Peppercorn

 Responsible Entity Investment Fund
DBH Graham Limited
(PIF)
Reporiing Asset Custodian
o Trust Company
Management "~ of Austrafia Limited
Leass on behal of, P/Fﬂ #,,,«»«'*"‘M

####M Cuwriershijp on
M benaif of PIF

Operator
{Centre manager, licensge &
staff employer) Peppercomn
Holdings No 4 Piy Lid

Management

Childcare Centres
Freshold / Leasehold

34  Keyeciements of the structure

Ownership

PIF owns or has a long term leasehold interest over the land, buildings, fixtures and fittings of each Centre, and it
owns the plant and equipment of the Centres.

Management

The Operator enters info long term Management Lease agreements (10 x 10 year} fo operate the Centres, acquired
by P, holds the childcare licences and employs alf staff.

The Management Leases require the Operator to remit to PiF all net income from the childcare businesses less a
portion which i refains as its management fee {refer section 6.7.1}.

3.2 The Operator

For information on Peppercorn, holding company of the Operator of the Centres, refer fo section 5.
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3.3 The Responsible Entity

The Responsible Entity is DDH Graham Limited, a Queensland based merchant banking and funds management firm,
which has been conducting transactions since 1986 and has a sirong history of involvement with Queensiand and
national clients in the private and public sectors. DDH Graham Limited presently operates in three divisions being
funds management and administration, corporate advisory and managing a money market fund. It has in excess of
$750 milfion in assets under management.

DDH Graham Limited has relevant experience in trust management and administration. The frust management
function commenced in 1989 and currently extends to several trusts including CPT-1 which was established in 2001
and CPT-2, CPT-3 and PIF which were all established in 2002.

DDH Graham Limited is the holder of an Australian Financial Services Licence {Licence No. 226319).

331 Responsible Entity’s duties and obfigations
The role of DDH Graham Limited as Responsible Entity is defined by the Corporations Act and is specifically detailed
in the Fund Constitution and the Compliance Plan.

Broadly, the role of the Responsible Entity is fo manage the Fund and to protect the interests of Unitholders. In
performing this role, DDH Graham Limited will undertake a number of tasks to ensure the Fund complies with the
Corporations Act, the Fund Constitution and the Compliance Plan. DDH Graham Limited will also perform a range of
administrative and accounting functions, including the payment of distributions to Unitholders.

For a summary of the Constitution, refer to section 11.1.

332 Diechors of the Responsible £nlly
The Directors of DOH Graham Limited are;

Name and qualifications Age  Experience and special responsibilities

Mr David D H Graham 61 Managing Director since 1986. Extensive
experience in financial advisory and trust
management services. Non-executive director of
Ceniro Properties Group, Prime Property

Chairman and Managing Director

Bachelor of Commefce Management Limited and Stradbroke Ferries
Bachelor of Economics (Hons) Limited

Master of Business Administration mited.

Fellow of CPA Australia

Mr Peter B Lockhart 49 Birector of the Company since 1988. Exensive

experience in financial advisory and trust
management services. Member of Compliance
and Audit Commitiee for the Fund.

Bachelor of Economics
Master of Business Administration

Mr Uge C Di Girolamo 41 Birector of the Company since 2000.

Over 20 years experience in financial markets
including 7 years in an executive money market
role.

Associate Diploma in Business
Member of Finance & Treasury Association Limited
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4. The Cenires

Funds raised pursuant to this Prospectus will be applied to purchase or refinance 31 additional Centres which have
been acquired or identified for acquisition from various vendors. The Centres have been identified after an extensive
selection process. Following identification a due difigence process is conducted on each Centre. Neither the
Responsible Entity nor any entity in the Peppercorn Group is vending any Centres into the Fund. The completion of
the acquisition of a number of the Centres is also subject to various conditions, including a condition that satisfactory
due diligence investigations are completed. Should the acquisition of any of these Centres not proceed then it is
intended that replacement centres wili be scurced which will provide a similar financial outcome fo PiF to that
contained in the forecast.

441 Centres acquired

A total of 7 of the 31 childcare Centres have already been acquired at the date of this Prospectus using debt funding.
Of the remaining 24 Centres to be purchased, 17 have been contracted and 7 are still subject to contract finalisation
as at the date of this Prospectus. Summary information is presented as foliows:

Location No of Centres Licence capacity
(No of childcare places)
Queensiand 2 140
Western Australia 14 818
Victoria 3 194
New South Wales 10 561
Tasmania P 85
Total 3 1,798

42  Summary of Centres

No of Centres Licence capacity
(No of childcare places)
IPQ Portfolio 84 5175
Centres to be acquired with funds 3 1,768
raised pursuant to this Prospectus
Total 115 6,973

The above total of 115 centres consists of 109 centres in respect of which PIF has {or will have) freehaid fitle over the
land, buildings, fixtures and fittings and € centres in respect of which PIF has {or will have) long term lease tenure
over the fand, buildings, fixtures and fittings. All of the leasehold centres are included in the 31 centres acquired or to
be acquired with funds raised pursuant fo this Prospectus.
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5. Peppercorn - the Operator

Peppercorn Management Group

51 Background

The Operator is a subsidiary of Peppercorn, the ultimate parent company of the Peppercorn Group. The Peppercomn
Group business was formed in 1993 to address the need for quality childrens' care in Ausirafia, at a time when
demand for such services far exceeded supply.

As the Peppercorn Group's reputation in successfully operating childcare services grew, so did the demand for the
Peppercorn Group to provide management services to other operators.

By 1998 centres under management had grown to such a levet that Peppercorn decided to operate predominantly as
a management company, o take over existing contracts and to service continued demand. The Peppercorn Group
currently manages over 280 childcare centres throughout Australia. These centres draw on the extensive practical
experience and proven management approach offered by the organisation.

Peppercom listed on the ASX on 6 November 2002 and currently has a market capitalisation in excess of $150
milfion.

Centres under Management 1998 - 2603

300

Centres Managed

1998 1999 2000 2061 2002 2003

(Sowrce: Pegparcom Management Group Linited)

5.2 Peppercorn’s business

The Peppercorn Group is an industry leader in the development of professional chiidcare management in Australia.
Qver a period of ten years the Peppercorn Group has:

. Built new childcare centres;

. Developed, sold and leased childcare centres;

. Purchased leaseholds {ie, business only, excluding the land component};

. Managed centres for owner operators and passive investors;
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Sourced centres for investors and facilitated purchases and sales of centres;

Developed large scale corporate ownership and investment through approved managed investment schemes;

and

Moved from a Queensland base to a national portfolio of centres under management.

The Peppercorn Group has now focused is strategic direction on the management of centres.

Peppercorn Group operating structure

Peppercorn
Group

Centre Management

fons T

i managemaenl senices

Individuai
ownership
structures

Other
ownership
structures™

inchudes BIF, CPT's and olher collective investrment

vehicles

The Peppercom Group has extensive practical experience, customised computerised administrative systems and a
large team of field based staff.

The timely generation of financial data together with key performance indicators, enables close monitoring and
informed decision making designed to maximise centre performance.

The Peppercorn Group commits considerable resources to ensuring the quality of its centres under management is
maintained at a very high level acress a range of criteria which include:

Centre childcare quality assurance;

Centre statutory requirements;

Centre financiat position and administrative procedures,;

Centre staff management;

Centre education/development programming; and

Centre marketing and promotion.
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The Peppercorn Group operates through a hierarchical management system wherein a number of centres in a region
report to a locally based field consultant. Field consultants in turn report fo area managers who in turn report fo the
General Manager. Area managers travel continuously to monitor regional performance.

Regular meetings take place between executive directors of the Peppercorn Group, senior management personnel,
field based area managers and field consuitants. A specialist senior operations manager works closely with local staff
when a new centre’s management is taken on by the Peppercom Group. The performance of the centre is closely
monitored by the development team until it conforms to the Peppercorn Group's performance standards, after which it
becomes the responsibility of the area manager, field consuliant and centre based staff.

The benefits to a childcare centre owner of outsourcing the management of that centre to the Peppercorn Group
include:

. Providing professional support and development in achieving quality care outcomes;
. Controt of operating costs in line with benchmarked levels:

improving occupancy rates and enhancing retention of existing clientele; and

. Freeing up employees from non productive administrative work.

The diagram below indicates the business model which the Peppercorn Group has successfully implemented in its
core management operations:

Peppercorn Group support model for long day care sevices

Childcare Services

4
Service cutcomes Administration
3
»  Parformance enbancing through v Furchasing coordination.
proactive mansgermest of v ipvcice gollection/processing.
oooupancyfaltendance, ;
snquiryiexiis, conversion ralios, n Paymesnt of wages, group fax
roster analysis, staft variance asnd superainualion.
and services audits. » dicensing and statutory
n Biaff development {hrosgh reszuirestents coardination.
supporl i1 Tecryitment, [P v il .
»  Parformance gets oresialion, evaluation, fraining " Manifaring and reconciliation of * Philnsophy
and outeom and industrial sedstions childcase assistance * Goals
ouenmas : usigelsiaims. = Canirefparent pokicies

*  Financial reports r Markating plas development,

. ; N » Raeposds mansgement including:
implameartalion and evaloabon. wost 9 2

adminitration audiing and

n Biralegic plansing. arghive auditing.
implamentalion and evaloaion. " Dabler managem ent

» Formal snd informat nabwarking, " GAT obsgations

prosmeeding industry besl practica.

»  Neads halancing betwean
licensees, staff, parents and
chiidren.

.

3

Field consultant 4—— Head office

Peppercorn Group
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53  Peppercorn Group — Directors and senior management

Board of Directors
Name and qualifications Age Experience and special responsibiiities
Ross M Petfield 59 Mr Petfield has over 30 years experience in the stockbroking and securities

Non-executive Chairman

Master of Security & Denvatives Industry Association
Fellow Securifies Institule of Ausiralia

Fellow Austrafian Institute of Management

Fellow Austrafian Institute of Company Directors
Senior Associate Ausiraiasian institute of Banking & Finance

Mighael Gordon 40

Managing Director

Richard Serisier B4

Non-executive Director

Frederick John (Jack) Lunn B4

Non-executive Director

Bacheior of Economics
Diploma of Jouralism
Associate Securities Institute of Australia

industries.

He was a director of the Australian Stock Exchange Limited from 1992 to
1998 and is a past Queensland President and past National President of
the Securities institute of Australia.

He is currently a Director of Childcare Centres Australia Lid and a number
of private companies.

Mr Gordon instituted the business model on which the Peppercorn Group
has based its growth.

In the early part of his career Mr Gordon worked in the rural sector and
eventually became involved in rural debt mediation before becoming an
area manager for the Primary Industry Bank of Australia. He has over 10
years management experience in the child care industry.

In his role as the Managing Director of Peppercorn Management Group
Limited, Mr Gordon has particular responsibilities for strategic planning,
business planning and systems integration.

He is alsc a Director of Childcare Centres Australia Ltd.
Mr Serisier is a co-founder of the Peppercom Group with Mr Gordon.

He worked previously for the Primary Industry Bank of Australia as a credit
manager, rural debt mediator, and as a senior executive with the New
South Wales Rural Assistance Authority.

Mr Serisier has previously had responsibilities for facilitating the setflerent
process of new centres for the Peppercomn Group and has moved to a non-
executive role as of 4 August 2003.

Mr Lunn was Deputy Chairman of Queensland Press Pty Ltd from 1891 to
2002.

Nationally he has served on the boards of the Newspaper Advertising
Bureau, the Publishers National Environment Bureau, and on the
Committee of the Audit Bureau of Circulation.

Mr Lunn has previously served as a Director of the Brisbane Broncos
Limited and of Brisbane merchant banker BDH Graham Limited.
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6. Financial information

In this section forecast financial information on PIF for the 2004 financial year and the 2005 financial year is
provided assuming the completion of the issue of Units contemplated by this Prospectus.

The forecasts are based on a number of assumptions which are subject to uncertainty. The forecasts
represent the Responsible Entity’s considered assessment of the relevant economic, operating and financial
conditions likely to apply over the period and the expected financial performance of PIF in this business
environment.

No warranty is given as to achievement of the forecasts and investors should be aware that the performance
of PIF can be expected to vary from the forecasts if actual economic, operating and financial conditions differ
from those assumed in preparing the forecasts.

The forecast financial information contained in this section should also be read in conjunction with the risk
factors applying to an investment in PIF {refer section 10}.

6.4 investment parameters

The Responsible Entity has adopted the following principies relating to the acquisition of Centres by PiF:

. Each Centre must be independently valued. The Responsible Entity must be satisfied that the purchase price
of each Centre relative to the independent valuation is within acceptable commercial tolerance having regard
to the Fund's aggregate purchase price and aggregate valuations.

. All Centres must currently be operating with established income streams.

. A geographic spread of Centres throughout Australia is fo be achieved.

6.2 Financial forecasts and assumptions

Financial forecasts for the year ending 30 June 2004 and the year ending 30 June 2005, and the assumptions
underlying their compilation are shown below.

6.21 Speciic assumnplions

Specific assumptions underlying the financial forecasts in relation o the 31 Centres to be acquired using funds raised
pursuant to this Prospectus are as foliows:

. The porifolio of Centres to be acquired using funds raised pursuant to this Prospectus will total 31, as
described in section 4. The forecasts for the years ended June 2004 and June 2005 contained in this
Prospectus relate to the returns expected to be generated by the 1PO Porifolio of 84 Centres together
with the 31 Centres acquired using funds raised pursuant to this Prospectus i.e. no allowance has
been made for any future acquisitions of cenires by PiF in these forecasts.

. Centre revenue earned depends on the number of centres, the occupancy level, the average number of weeks
attendance per child and the level of fees charged. The forecast assumes occupancy consistent with recent
occupancy levels achieved by Peppercorn and that Centre occupancy will remain stable over the forecast
period at an average of between 83%-94% of the Centre capacity.

. Daily fees at PIF owned centres are in line with indusiry averages at approximately $41 per place per day
{2004 financial year) and a moderate view is taken in forecasting average future fee levels viz. an increase of
approximately $2 per place per day in 2005 {equivalent to an annual increase of approximately 5% in 2005).
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Centre expenses are largely comprised of employee wages, which typically account for around three-quarters
of total operating expenses. Through long experience the Peppercorn Group is adept at optimising the
scheduling of staff to achieve cost improvements while maintaining a high standard of service quality. A
wages expense ratio of approximately 49% {wages:centre revenue) has been incorporated in the forecasts.
Other operating expenses have been escalated at a rate of 5% per annum over the forecast period.

The management fee payable to the Operator is as described in section 8.7.1.

Interest expense on loan funds has been calculated using a forecast weighted average interest rate payable of
6.46% per annum. As described in section 11.5.1, the Responsible Entity has fixed the interest rate on the
initial loan facility of $40.1 million at 6.30% and will have the option to fix the interest rate on new borrowings
for the term of the forecast pericd. The assumed interest rate on new borrowings is 6.80%.

Interest income has been calculated using a forecast interest rate of 4.50% per annum on cash balances.

Depreciation and building allowances have been estimated based on previous experience of the Responsible
Entity, pending receipt of an independent assessment of these allowances by a firm of quantity surveyors.

The management fee payable to the Responsible Entity is as described in section 6.7.2, being a fee equivalent
to 0.5% per annum of the Total Tangible Assets of PIF.

Other trust expenses comprise custodian, audit, and administration fees (each CP! indexed annually), Centre
evaluation costs, land tax and ASX and registry costs. These forecast fees are based either on quotations
received or previous experience of costs incurred by the Responsible Entity.

A start-up loss after tax of $0.17 million was incurred for the year to 30 June 2003. This loss was largely
attributable to the write-off of substantial start-up and establishment costs but was lower than the loss forecast
in the IPO Prospectus due fo earlier settlement of Centres prior to year end and lower than expected interest
costs. The accumulated loss will reduce the ability of PiF to distribute all of its profit after tax in the year ended
30 June 2004. In order to provide Unitholders with a distribution which is more representative of the underlying
profit for the year ended 30 June 2004, an allowance has been made in the forecast for a tax deferred
distribution of capital of 1.41 cents per Unit to be paid to Unitholders for the year ending 30 June 2004.

The 31 Centres identified for acquisition using funds raised pursuant to this Prospectus will alf have been
acquired by 29 February 2004.

6.2.2 Geveralassumplons

The Responsible Entity has adopted the following general assumptions in compiling the forecasts for the years ended
30 June 2004 and 30 June 2005:

Where reference is made to the Consumer Price Index {CP1), a figure of 3% per annum has been adopted.

There are no materiat changes in the business environment in which Peppercorn operates, including changes
in the Commonwealth Government's Childcare Benefits Scheme and State and Territory regulatory
requirements.

There are no material changes to the accounting policies of PiF or to Australian Accounting Standards or other
mandatory professional reporting requirements which would have a material effect on the financial resuits of
the Fund.

Income tax expense will apply to PIF at the company tax rate of 30% in the years to 30 June 2004 and 30 June
2008.

The Offer will be fully subscribed and in line with the key dates set out in section 2.3 of the Prospectus.
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6.23  Firancial/forecasts

PIF Bummary Stafistics
Existing {IPO) Forecast {1) Revised Forecast {2)

Year to June: 2004{f) 200546 20041} 2005¢f)
Financial Performange: {$ mill} {$ mitl.} {$ mill) {$ mill.}
Centre revenue 48.86 51.85 59.45 2.2
Cenfre expenses {32.64) (34.27) {40.23) {48.48)
Centre Operating Income 18.22 17.58 19.23 2373
Peppercormn management fee (4.27) {452} (5.10) {8.69)
Net Rental Income 11.85 13.08 14.13 17.64
interest income 0.13 416 0.28 0.12
interest expense {283} {2.63) {388} (3.99)
Depreciation (G.67) {0687 (.87} {0.80)
Responsible Entity's fee (.51) {053} (6,60 {0.70)
Other trust expenses (0.32) {0.33} (G.48) {0.41)
Profit before Income fax 7.85 §.00 8.83 11.75
income tax expense {199 {2.30) {2.18) {3.63)
Net Profit after tax 5.97 8.70 6.66 872
Distribution 5.35 870 B.04 8.57
Earnings per Unit (EPY cents) (3) 10.60 11.20 $.80 1147
Distribution per Unit {cents}) (4} 8.70 1.20 8.70 11.78
Comprising:
Franked distribution per Unit {cents) 8.0 1.26 829 11.76
% Franked B5% 2% B5% 74%
Tax deferred distribufion per Unit (cents) 6.70 006 141 0.00
Franked Yield at Issue Price 8.1% 8.8%
EPU Accretionfiditution) {2.0)% 6.8%
Centre Acquisition Multiples (5
PG Centres 5.95x 5.48x
Acguisifions {23 5.25x
Debiifotat Assels at:
0 40.4%
Post Acquisitions (23 43.4%

Note: The fgines above may nof lofal in 3 cases oug 10 rmtding

(1} As per PO Frospectus, Aprid 2003

(2 tnclitng 37 Cenires 1o be acguired or refinanced with funds raised pursuant [o s Frospecius amd
assumed lo sellie between Ssolember 2003 and February 2004,

(3} 2004 based on weighied number oF unils on [Ssue suning ihe year

(4 2004 based o fofal numbar of uils on issue during ihe year

(5} Multile = [Tola! purchase price + Scquisiion COsis Yesnlie opsraling fcoms
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PIF Bummary Stafistics
Existing {IPO) Forecast {1) Revised Forecast {2)

Year to June: 2004{f) 200546 20041} 2005¢f)
Operating:

No. Cenires owned 84 84 115 115
Available places 5175 5,175 6,859 8973
Average pecupancy §3% 84% 93% G4%
Average weeks ufilisation p.a. 51 51 47 &1
Average dally fee $40.60 54200 $41.23 $43.32
Annual fee increase 5.0% 5.1%
Wages : revenue (%) 48 6% 48.5% 48.2% 48.7%

Aots: The Ggures above may et [0/ (1 3l £ases o 10 1ouniding.

(1} As per PO Frospectus, Aprid 2003

{2 bcletng 37 Centres Ip be acgursd or refinanced with funds raised pursuant fo s Prospects and
assumed lo sellie befween Ssolember 2003 and February 2004,

6.3 Growth Prospects

631  Owamic Growth

The forecasts contained in this Prospectus relate only to the IPO Porffolio of childcare Cenires together with the 31
Centres to be acquired or refinanced using funds raised pursuant to this Prospectus. Organic growth within this
portfolic is expected to occur through on-going fee increases, opportunities to improve occupancy rates and prudent
management of operating expenses.

Qver the financial years 2004-2005 net profit after tax is forecast to grow from $6.66 milfion to $8.72 million.

6.3.2  Growth in mumber oF cenbes uider maenagemest

PIF intends to continue to expand by the acquisition of further childcare centres with freehold title or other suitable
long-term tenure arrangements over the land, buildings, fixtures and fittings.

PIF intends to be able to increase the number of centres it owns. Subject to underlying market conditions it
is expected that PIF will acquire between 30-50 additional cenires per annum, Other than the 31 Centres to be
acquired or refinanced using funds raised pursuant to this Prospectus, the impact of any further centre
acquisitions has not been included in the Prospectus forecasts because neither the timing nor terms of those
acquisitions can be accurately predicted at this time.

it is expected that the long-term funding of future acquisitions will be made on terms consistent with PiF's existing
gearing policy {approximately 40% debt to tolal assets).

6.4  Key accounting policies

The key policies which have been adopted in the preparation of the preceding financial information are outlined below
to assist in its general understanding.
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6.4.1  Basiy ofprevaration

The financial information has been prepared under the convention of historical cost accounting and, except where
stated, does not take into account current valuations of non-current assets.

6.4.2  Iaation of myvestiments

Invesiment properties are measured under the cost basis. The carrying amount of the Properties is reviewed annually
by the directors to ensure it is not in excess of the recoverable amount from those assets. The recoverable amount is
assessed from the Properties’ current market value.

The Properties are expected o be revalued to market by an independent valuer at least once every three years or
earlier where there is significant change in market value. The revaluation will be based on market! value that
represents the price at which the Properties could be sold at the date of revaluation, assuming a reasonable exposure
to the market and settlement period, and must be prepared in accordance with the Corporations Act.

Revaluation increments will be credited directly to an asset revaluation reserve. Revaluation decrements will be
recognised as a charge against the Fund’s net income and then transferred to a capital reserve before arriving at a
distributable amount, unless a revaluation increment was previously credited to and is still included in the asset
revaluation reserve, when it will be debited to that reserve.

843 Davreciation

Land and buildings have the function of an investment and are regarded as composite assets. In accordance with
applicable Accounting Standards, an investment property is not subject to depreciation. Accordingly, the buildings and
any compoenent thereot {including integral plant and equipment} are not depreciated. ltems of furniture, fixtures and
fittings not integral to the buildings are carried at cost and depreciated on a straight-line basis over their estimated
useful fives.

6.44 frcomefar

PIF will, broadly speaking, be taxed on a similar basis to a company. Accordingly, PIF will be subject to income tax at
the prevailing corporate rate, currently 30%.

Distributions to Unitholders out of profit are treated as dividends for tax purposes and may be franked to the extent
franking credits are available. Thus, such distributions are taxed at an investor's marginal {ax rate subject o the level
of franking credits attaching to the distributions. Distributions which exceed the profit of the Fund are treated as a
return of capital for tax purposes. Returns of capital are not assessable but reduce the Unitholder's cost base for the
purposes of determining any liability for capital gains tax on disposal of the Units.

8.4.5  Aavairs and mainlenance coses

Repairs and maintenance costs relating to the Properties are charged against revenue as incurred. These repairs and
maintenance costs consist of those that, under the relevant Management Lease agreements, are non-recoverable
from the Operator.

6.486  Aefrenial income

Net rental income represents income earned from the rental of the Properties and is brought fo account on an accrual
basis.
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6.4.7 Cagwialreserve

The capital reserve represents amounts transferred to the distribution account in order to pay distributions where the
Fund’s taxable income exceeds its accounting income.

648  fsuecosts

Costs incurred directly in connection with the issue of Units are netted against the funds raised to determine
Unitholders’ equity. For income tax purposes only, these amounts are deductible over five years.

6.4.9 Sorowig costs

Borrowing costs include interest, amortisation of discounts or premiums relating fo borrowings and amortisation of
ancillary costs incurred in connection with arrangement of borrowings. Borrowing costs are expensed as incurred.
For income tax purposes costs in respect of borrowings to fund the acquisition of the Properties will be amortised over
five years.

6.4.10 Listibutadle income

Under the provisions of the Fund Constitution, distributable income is defined as net {axable income together with any
capital amount arising from the net proceeds of realisation of investments (to the extent that it is not included in net
taxable income) or representing other capital of the Fund howsocever arising or representing amounts deducted for
depreciation. Where the net accounting income exceeds the net taxable income, distributable income will be the net
accounting income or some amount greater than the net taxable income but less than the net accounting income.

6.5 Financial position of PIF
6.5.1 Sowre amd guplication of lnas
The forecast source and application of funds after the close of the Offer are as follows:

Source and application of funds

Source of funds {$m)
Application monies from the Offer 15.94
Bebt funding 20.04
Total 35.98
Application of funds

Acquisition or refinance of Centres 28.08
Estimated Centre acquisition costs 3.21
Cash at bank 2.84
Borrowing Costs 0.25
Cosis of the issue 0.60
Total 35.98

6.5.2  Froforme Statferrent of Financial Fosiion

The proforma statement of financial position shown below has been prepared to present to investors the anticipated
financial position of PIF based on the following transactions which have occurred to date and the following
assumptions:
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Assumptions

. Successful completion of the equity raising in the amount of $15.94 million less equity raising expenses

pursuant to this Prospecius;
. The acquisition of the 31 Centres as proposed in this Prospectus;

. Advance of the increased bank loan facility to PiF as described in this Prospectus.

Proforma statement of financial position
as at Gctober 2003
Peppercorn Investment Fund

{Sm)
Current assels
Cash 4.66
Other current assels 1.94
Totat current asseis 6.60
Non-current assets
Invastment properties {incl leasehold centres and also furniture, Rltings & equipment) 128.71
Cther 0.25
Total non-gurrent assets $28.96
Total assets 135.56
Current iiabilities
Payables 1.74
Total current liabilities 1.74
Non-current Hiabilities
Borrowings 58.84
Total non-current liabilities 5R.54
Totat liabilities 60.58
Net assels 7498
Equity
Unit capital 715
Accumulated losses AL
Total equity 74.98

6.6 Capital expenditure

Other than capital expenditure identified and provided for in the due diligence process for centre acquisitions, ongoing
capital expenditure requirements are forecast to be minimal. Any such expenditure is expected to be funded from the

Fund's existing cash reserves.
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6.7 Management fees

8.71 Qpestor

The management fee payable to the Operator for the management of each Centre is dependent on the type of title
which PiF has over the fand, buildings, fixtures and fittings for a particular centre {ie. freehold or leasehold:.

£7 77 The freehold centre fee comprises the following components:

o $1,900 per Centre operated per month {to be indexed annually by the Consumer Price Index {CPl) from 1 July
2003} plus

s 2% of gross revenue; plus

¢ 10% of net operating income (after deducting the base fee and 2% of gross revenue).

6.7.1.2 The leasehold centre fee will comprise the following components:

e Abase fee of $2,000 per Centre operated per month {to be indexed annually by the Consumer Price Index {CPI)
from 1 July 2004} plus

o 10% of net operating income (after deducting the base fee}.

6.7.2 DDH Graham Limited

DDH Graham Limited, as Responsible Entity receives a fee equivalent to 0.50% per annum of the Total Tangible
Assets of PIF.

6.8 Otherfees

8.8.1 Aagvarcomn

. Peppercom receives a fee of $10,000 per centre (indexed annually by the CPI from 1 July 2003) to complete
due diligence and fo procure all appropriate ficensing requirements for all centres acquired. The fee is payable
at the point of seitlement of the acquisition of each centre.

6.8.2 0 Gratam Linited
. DDH Graham Limited will receive a fee of $50,000 for its services in relation to preparation of the Prospectus
and management of the Issue.

. DDH Graham Limited receives a fee of $5,000 per centre acquired {indexed annually by the CPI from 1 July
2003). The fee is payable at the point of settlement of each centre.

. DDH Graham Limited receives a debt arrangement fee of 0.5% on the increased bank debt component from
$50.1 mittion to $60 million.




PEPPERCORN INVESTMENT FUND

7. QOverview of the childcare sector in Australia

7.4  Intreduction

The childcare sector in Australia has grown rapidly over the course of the last decade to occupy a significant place in
Australia’s socio-economic structure. The industry is characterised by the active involvement of Government {both
State and Federal}, community based interest groups and private enterprise, as befits a sector where the quality of
care undertaken and financial support available to ensure widespread access are key components of the nation's
childcare program.

Approximately 721,000 children now attend some form of Government approved childcare service.

7.2 Structure of the sector

121 Jpes of childlcare

A number of different types of care are available in Austraiia, the major forms being:

a.  Long Day Care Centres {LDC Centres}

Long day care centres offer childcare and developmental opportunities for children aged predominantly from six
weeks of age to below schoot age, in premises specially built or adapted for childcare. They provide flexible, quality

all-day or part-time care for working families and cater for an average cf 74 children per centre.

Some long day care centres also provide care for limited numbers of primary schoo! children before and after school,
and during schoot holidays.

To be eligible to participate in the Commonwealth’s Child Care Benefit Scheme {refer section 7.3.2), long day care
centres must, amongst other requirements:

. operate at least eight hours per working day for at least 48 weeks per year;
. be ficensed by the relevant State or Territory licensing authority;
. register with the National Childcare Accreditation Council and participate in the Qualily Improvement and

Accraditation System (QIAS). Following a major review, a revised quality standards programme was
impiemented in January 2002.

20
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In mid 2001 there were 4,053 accredited LDC centres in Australia. LDC centres account for the majority of centres,
catering for over half of the children in Commonweaith Government approved childcare in Australia.

Distribution of Children by Centre Type 1989

School Age Care
30% //
y

Long Day Care
52%

Family Day Care
15%
Stwwrve: 1968 Censys of Ol Care Services, Dot of Family an Comiinly Senives
b. Family day care schemes

A family day care scheme is a network of experienced carers who provide care and developmental activities in their
own homes for other people's young children.

¢. School age care

This category covers Qutside School Hours Care and Vacation Care Services for primary school children. Since
January 2001, private providers have been permitted to operate an Outside School Hours Care service.

d. Preschools and Kindergariens

Preschools (called 'Kindergartens’ in some States) provide a range of educationat and developmental experiences for
children in the year or so before they enter school. Establishment and ongoing operational funding for sessicnal
preschools rests with State and Territory Governments.

e. Other forms of childcare

These include:

. Qccasional care services

. Playgroups

. Muitifunctional childrens’ services

. Multifunctional Aboriginal childrens’ services {MACS)

. Mobile childrens’ services and toy libraries

Fegpercorm IS only drvolved with managing &1 e fomg ogy care and sc/ool age care Seclors.
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1.2.2  Tjwes of guerators

LDC centres may be run by private operators, local councils, religious and charitable bodies, community
organisations, employers, non-profit parent cooperatives and other non-profit services such as TAFE institutions and
hospitals.

LDC centres can be classified as either:

. Private: run on a for-profit basis; or

. Community based: run on a not-for-profit basis.

Long Day Care Centre Composition 1959

Community LDC
28%

Private LDC
72%

Stuwrve: 1908 Censys of Ul Care Services, Devt of Family and Compuniy Servives

Private LDC centres dominate the LDC sector, accounting for almost three-quarters of the children in long day care
{and aimost 40% of all children in care} in Australia,
7.3  Therole of Government

The Australian childcare sector is financially supported by the Commonwealth Government and regulated by both the
Commonwealth and the States. The relevant Commonweaith department is the Department of Family and Community
Services {FACS).

A key objective of the Commonwealth’s program is o assist families with dependent children to participate in the
workforce and the general community by supporting the provision of affordable quality childcare.

In the LDC sector the proportion of work related care has risen from 81% in 1983 to 91% in 2001. The out-of—pocket
costs to parents of childcare as a proportion of weekly disposable income are reduced significantly as a resuit of the
Government assistance. FFor a middle income family {eaming approximately $45,000 per annum) with two children
such assistance covers around 60% of the average full-ime care fee in long day care centres. For a low income
family with two children around 72% of the average fee is coverad.

Commonwealth Government spending on childcare s significant:

. $4.7 billion has been spent over the four years to 2000/01.

. $1.4 billion was allocated in 2001/02.

. in excess of §8 billion is projected to be spent over the four years from 2002/03 to 2005/06.
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1.3 Govermuent and e provipers of chiddvare

The Commonwealth encourages the various types of funded childcare services to provide quality care that meets the
physical, emotional and developmental needs of children. The services are also encouraged 1o consult parents on
policies affecting the care of their children.

All Commonweaith-funded childcare services must comply with relevant State or Territory Government licensing
regulations {refer section 7.3.3}. These cover matters such as the number of children the service can care for, safety
requirements and the qualifications of carers.

To be eligible for Commonwesaith funding, childcare services must undertake to meet cerain conditions of funding.
For long day care centres this includes pariicipating in the QIAS.

Additionally the Commonwealth provides funding to ensure that services have access to appropriate resources and
in-service training.

13.2  Commomyealth Government assistarce 1o famies — the Clidcars Benelit (CC5)

As part of the New Tax System applying from 1 July 2000, the Commonwealth Government combined the two
previous childcare payments available to families {Childcare Assistance and the Childcare Rebate) into one payment,
the Child Care Benefit (CCB).

All Australian residents using childcare provided by approved childcare services or registered informal carers are
eligible for the Child Care Beneft, with entitlement based on family income. Currently approximately 486,000
Australian families receive the CCB. Families using approved formal care and with income below $31,755 per annum
receive the maximum assistance of up to $137 per week for one non-school child in 50 hours of care. A sliding scale
of benefits exists deperding on the number of children in the family and income levels, but even above the upper limit
{$91,035} families receive $23 per child per week. These rates are applicable for the period July 2003 - June 2004
and are indexed annually.

The CCB payment {which is GST free) is paid direct to childcare service providers, on behalf of families aithough
families have an option to elect {o receive payment as a lump-sum at the end of the financial year.

it is estimated that 38% of families receiving the CCB are receiving the maximum CCB, 49% are receiving a partial
CCB and 13% are receiving the minimum CCB.

As at the date of this Prospectus, the most recent FACS Census of Child Care Services data available is for 1999.
However, surveys cammissioned by the FACS indicate a significant increase in the number of children aftending
Commonwealth approved formal day care and higher utilisation rates in centres as a result of the infroduction of the
CCB in July 2000.

1.3.3  Siafe Government requiremesnts — the Queensiand exame

in Queenstand, the relevant legisfation, the Child Care Act 2002, is administered by the Department of Families. The
Child Care Act provides for two types of childcare services, being centre-based childcare and home-based childcare.
Childcare services are either required 1o be licensed or are required to meet set standards. Centres which fall under
the description of being long day care, limited hours care, occasional care or kindergarten centre are required fo be
licensed under the Child Care Act.
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The Childcare Act 2002 and related regulations specify the minimum guality standards that need to be met in order to
be licensed and thereby legally operate a childcare service in Queensland. Key areas covered include:

. staff training and qualifications;

group size and adult to child ratios;

. parent rights and responsibilities;

. health and safety matters;

. physical environments; and

. licensee functions and responsibilities.

The licensing of prescribed childcare services in Queensland involves:
. an application for licence, accompanied by the prescribed fee;

. provision of appropriate documentation (eg criminal history disclosures and checks, plans in the case of a new
childcare centre); and

. completion of a licence report on the proposed service taking into account the ability of the licensee to provide
a safe and suitable service inciuding facilities, staffing and other operational aspects fo reguiate standards.

A childcare licence is issued for a period of up to three years.
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8. Details of the Offer

84  The Offer

The Offer is for 13,282,000 Units and will raise a total of $15,938,400. The offer is only being made to sophisticated or
professional investors, as those terms are defined in section 708 of the Corporations Act.

8.2  Unitholder approval
This Offer is subject to Unitholder approval of resolutions to be considered at the Unitholders' meeting to be held on
12t November 2003. Some of these resolutions relate to amendments to the Fund's constitution {which are

described in section 11.1 of this Prospectus}. In addition, the Issue of the Units offered under this Prospectus
requires Unitholder approval for the purpose of the ASX Listing Rules and the Corporations Act.

8.3 issue price of PIF

The issue price is $1.20 per Unit.

8.4  Half yearly distributions
The Trust will make half yearly distributions to investors in February {in respect of the six month period to

31 December) and August {in respect of the six month period o 30 June). As foreshadowed in the IPO Prospectus
no distribution was made in August 2003. The first distribution is expected to be made in February 2004,

8.5  Allotment of Units
The Responsible Entity reserves the right to allot less than the number of Units applied for, or to decline to accept any

application. in those cases, any surplus Application Monies will be returned to the Applicant as soon as practical after
the Offer closes.

8.6  Maximum subscription

The maximum subscription is $15,938,400 which is sufficient to allow for expansion plans as detailed in section 4.

8.7  Qver subscription

Qver subscriptions will not be accepted.

8.8  Substittion of Centres

in the event that the acquisition of any of the Centres specified for purchase in section 4 does nof proceed then
replacement centres may be included in the Fund provided that their financial performance produces an investment
outcome not materially different from the financial forecasts contained in this Prospecius.
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8.9  Liability of Unitholders

The Constitution contains provisions designed to fimit a Unitholder's liability in respect of the Fund to the amount, #
any, which remains unpaid in relation 1o the Unitholder's subscription for their Units. However, the Australian courts
have not finally determined the fability of Unitholders in a unit trust.

8.10 ASXListing

PIF Units were admitted {o the official list following the successful completion of the initial public offering. The Units
commenced official quotation on 22 May 2003.

Application will be made to the ASX within 7 days after the date of this Prospectus for quotation of the additional Units
offered under this Prospectus. If granted, quotation of the Units will commence on a date determined by ASX.

if the additional Units are not officially quoted within three months of the date of this Prospectus, any allotment of
Units in response to an application made under this Prospectus will be void, and all Application Monies received
under this Prospectus will be returned to Applicants. Interest will not be paid on any Application Monies refunded.

The issue of Units to Applicants will occur as soon as practicable after Applications and Application Monies have been
received for all the Units, following which statements of unitholding will be despatched. # is the responsibility of
Applicants to determine their allocation prior to trading in the Units. Applicants who sell Units before they receive their
Unitholder statements will do so at their own risk.

8.11 Allocation policy

The Responsible Entity will attempt to treat all Applications on a consistent basis, however, reserves the right fo reject
any Application or to allocate to any Applicant a lesser number of Units than those applied for.

if an Application is not accepled, or is accepted in part only, the relevant part of the Application Monies will be
refunded. Interest will not be paid on Application Monies so refunded. Successful Applicants will be sent their
statement of holdings as soon as practicable after allocation has taken place.

8.42 CHESS and holding statemenis

The Fund participates in the Clearing House Electronic Sub-register System {"CHESS") and, in accordance with the
ASX Listing Rules and the SCH Business Rules, maintains an electronic issuer—sponsored sub-register and an
electronic CHESS sub-register. The two sub-registers together make up PiF's principal register of Units.

The Fund will not issue cettificates fo Unitholders. Following the issue of Units o successful Applicants, Unitholders
who elect to hold Units on the issuer-sponsored sub-register will be provided with an initial holding statement {similar
to @ bank account statement) which sets out the number of Units allocated to them in the Offer. Unitholders who elect
to hold Units on the CHESS sub-register will be provided with an advice that sets out the number of Units allocated to
them in the Offer and at the end of the month, SCH {acting on behalf of PIF} will provide Unitholders with a holding
statement that confirms the number of Units held.

A holding statement {whether issued by SCH or PiF} will also provide details of a Unitholder's Holder Identification
Number (HiIN} in the case of a holding on the CHESS sub-register or of their Unitholder Reference Number {SRN} in
the case of a holding on the issuer-sponsored sub-register. Following distribution of these initial holding statements to
all Unitholders, a holding statement will also be provided fo a Unitholder at the end of any subsequent month during
which the balance of the Unitholder’s holding of Units changes.
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8.13 COverseas investors

No action has been taken to register or qualify the Units or the Offer, or otherwise permit a public offering of the Units,
in any jurisdiction outside Australia. The Units have not been and will not be registered under the United States
Securities Act of 1833 (the “U.S Securities Act’) and may not be offered or sold in the U.8. or to, or for the account or
benefit of, US persons except in transactions exempt from the registration requirements of the U.S Securities Act.

The distribution of this Prospectus in jurisdictions outside Australia may be restricted by law and therefore persons
into whose possession this Prospectus comes should inform themselves about and observe any such restrictions.
Any failure 1o comply with these restrictions may constitute a violation of those laws.

The Prospectus does not constitute an offer of Units in any jurisdiction where, or {0 any person to whom, it wouid be
unlawful to issue this Prospectus.

Where this Prospectus has been dispaiched to any persons domiciled outside Australia, and where that country's
securities code and legislation require registration, this Prospectus is provided for information purposes only.

i is the responsibility of any overseas applicant fo ensure compliance with all the laws of any country relevant {o his or
her Application. The return of a duly completed Application will be taken by PIF to constitute a representation and
warranty that there has been no breach of such laws and that all necessary approvals and consents have been
obtained.

8.14 Withdrawal

The Responsible Entity can in its absolute discretion withdraw this Prospectus at any time prior fo aliotment of Units
issued pursuant fo this Prospecius.

8.15 Privacy

When an Applicant completes and submits the Application Form, PIF will be collecting important personal information
from the Applicant. PIF will not be able to process a submitted Application Form unless the Applicant provides all
information required by the Application Form.

PIF needs to collect personal information from investors for the primary purpose of processing Applications and
issuing Units in the Fund. There are also a number of related purposes for which the personal information will be
used and these are to administer Unitholder details and comply with Australian taxation laws and other regulatory
requirements.

The information that an Applicant provides to PIF may be disclosed to cerain organisations. The types of
organisations or persons to whom PiF may disclose the information provided by Applicants include:

. the Australian Taxation Office, CHESS, SCH, ASIC, ASX and other Government or regulatory bodies as
required by law;
. the Applicant's advisor or advisor dealer group;

. any third party service provider engaged by PIF to provide unit registry, administration, custody, technology,
auditing, mailing or printing services.

An Applicant has a right to access their personal information, subject to some exceptions allowed by law. Hf an
Applicant would like to do so, they need 1o let PIF know. PIF reserves the right to charge a fee for searching for and
providing access to an Applicant’s information.
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9. How to apply

All applications for units in the Fund must be made by sophisticated or professional investors using an application
form found at the back of this Prospectus. Please note that all applications need o be made through the Lead
Manager.

The Issue will be settled via DvP, with settlement instructions fo be supplied to successful applicants by the Lead
Manager prior to the settlement date.

9.1 Important information
Before investing in PIF, you should read this Prospectus in full.

Units will settle, as per instructions provided to successtul sophisticated or professional investors, after the Unitholder
Meeting to be held on Wednesday 12 November 2003. The proposed seitlement imetable will be as follows:

Unitholder Meeting 12 November 2003

Deadline for messages to be exchanged with the Lead Manager for DvP settlement | 13 November 2003

Settlement of Issue Units 14 November 2003

Units expected to commence trading on ASX 20 November 2003

8.2 Where to send your application form
The payment due on application for each Unit offered by this Prospectus is $1.20.

Completed Application Forms should be mailed, delivered or faxed 1o one of the following addresses:

maited to: or delivered to:
Wilson HTM Wilson HTM
Att: Peppercom Investment Fund Placement Level 21
GPO Box 240 123 Eagle Street
Brishane, Qld 4601 Brishane, Qid 4600
faxed to:

(07) 3212 1002
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10. Risk factors

Investors should be aware that an investment in PiF is subject to risks of various types which have the
potential to influence the future performance of the Fund and the probability of achieving forecasts. A
number of these risks are able to be mitigated through management actions but a number are essentially
external to the Responsible Entity and the Operator and not subject to their influence. Investors should take
into account these risk factors before making a decision to apply for Units in PIF, The main factors which
may impact on the financial performance of PIF and on the value of investors’ Unitholdings include, but are
nof limited to, the following general and specific risks.

101 General economic conditions

A prolonged downturn in the economy particularly as it impacts on the labour markets and the demand for childcare
may adversely affect the operations of the childcare industry and of PiF's Centres.

10.2 Share market conditions

Fluctuations in the price of PIF Units wilt be attributable both to macro level conditions (including the performance of
other stockmarkets, local and international economic conditions, government policy and actions) and investors’
general perceptions of the market, together with sector and stock specific factors. investors should be aware that the
price of Units in PIF may trade at higher or lower levels than the Issue Price.

10.3 The regulatory environment

The childcare industry is subject fo a number of regulatory influences. Changes to State Governments' policies on the
regulation of childcare and on the structure of the early childhood education system will have a direct impact on PiF’s
Centres. A reduction in the Commonwealth Government's financial assistance to the sector would reduce the
affordability of childcare to parents and hence occupancy levels and ultimately profit to PIF would be adversely
affected. The Responsible Entity is not aware of any adverse changes proposed to the reguiatory environment.

10.4 The eariy-years demographic structure of the Australian population

The decline in the 0 — 4 age bracket of the Australian population evident in recent years is expected to continue over
the next decade, after which a recovery is expected. As the underlying demand for chifdcare is driven by the numbers
of children in this age bracket, changes in the expected numbers of children in this bracket will have an impact on the
sector and on PiF.

Similarly the increasing labour force participation rate of women with children in this age bracket will be a key
determinant of the market for childcare and childcare management services.

10.5 Barriers to eniry and competition

There are few formal barriers fo entry in the childcare industry and increased competition may reduce forecast
revenue and profit of PIF.
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10.6 Industry risk

The long day care sector of the Australian childcare industry comprises a large number of childcare centres in a
diverse number of locations. It is possible that an event occurring in a centre or a number of centres which may not be
owned by PiF {such as the outbreak of sickness or a labour relations problem}, may negatively affect investor
perceptions of the industry and the business of PIF.

10.7 Interest rates

PIF will have long term borrowings. However, not all the borrowings may be at a fixed rate and rates could vary. As
long term borrowings are renewed changes in interest rates may occur. The forecasts incorporale an interest rate
estimated on new borrowings at the date of this Prospectus. This may vary from the actual interest rate fixed after
this Offer closes.

10.8 Reliance on Peppercorn’s Management

The Peppercarn Group’s success as a specialist manager is in part attributable to its field supervision network and to
the strategic development programme implemented by its senior management.

The loss of one or more members of the senior management team of the Peppercorn Group could have a negative
impact on Peppercorn’s ability to produce acceptable returns to PiF. However, it should be noted that Peppercom
Management Group Limited's Managing Director, Michael Gordon, has an employment agreement in place which
continues until June 2007. He is also a 56% owner in Peppercom.

10.9 Growth opportunities

PIF expects future growth will be derived from both organic and acquisition sources. The success of any future
acquisitions of childcare centres will depend on a number of factors including the availabifity of childcare centres, the
terms of the acquisition, and the financial position of PIF. No assurance can be given that PIF will be able fo
successiuily undertake further acquisitions of childcare centres.

10.10 Property market

in common with property investment generally, changes in the property market may affect the value of the Fund's
Properties and hence the Fund's performance.
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11.  Summary of material contracts

This section s a summary of certain material legal documents relating to PIF. These include:
. Constitation of PiF;

. Custody Agreement;

. Compliance Plan;

. Management Leases;

. Loan Agreement;

. Childcare Centre Operations Management Agreement;

. Flacement Agreement.

These summaries are not intended to be exhaustive.

{11 Constitution of PIF

PIF is a registered managed investment scheme under the Corporations Act, and DDH Graham Limited is PiF's
Responsible Entity. The main rules governing the operation of PIF are set out in the Fund’s Constitution which is
dated 8§ July 2002 and was amended by three amending deeds dated 13 December 2002, 8 April 2003 and 13 May
2003. The Corporations Act, the Listing Rules, the Compliance Plan and the general law of trusts are alsc relevant to
the rights and obligations of the Responsible Entity and of Unitholders. As PiF is a registered managed investment
scheme, the Constitution has been lodged with ASIC.

Proposed changes fo the Constitution are to be considered by Unitholders and, if thought fit, approved at a meeting of
Unitholders to be held on 12 November 2003. These proposed amendments are described in the notice of meeting
and accompanying explanatory notes, which were despatched to Unitholders on 17 October 2003. The effect of the
proposed amendments is described below.

. Issue price of Units in a placement

An amendment fo the Constitution is required so that the Responsible Entity has the requisite discretion to set
the issue price for Units to be issued in an off-market placement, including the issue price for the Units offered
pursuant to this Prospecuts.

. Entitlements to distributions
An amendment is proposed so that the Responsible Entity can issue Units which will rank equally for
distribution entitlements, even if the Units are issued part-way through the relevant half-yearly pericd (currently

such Units only have a pro-rata entitlement to a distribution).

Capitalised terms in the following paragraph 11.1 which are not defined in this Prospectus have the same meaning as
in the Constitution.
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The Constitution deals with a wide range of matters, including:

. application procedures;

. the fife of P and Unitholders' entittements on winding up;

. complaints;

. the nature of a Unitholders' interest in PiF

. income entitiements;

. the Responsible Entity’'s powers;

. Unitholders’ meetings;

. liability of the Responsible Enfity and its right of indemnity;

. liability of Unitholders; and

. the Responsible Entity’s fees and right to be reimbursed for expenses.

The Constitution of PIF is incorporated by reference in this Prospectus. Copies are available free of charge until the
Offer closes and can be obtained by contacting the Responsible Entity. The following summary sets aut the main
provisions of PiF's Constitution that deal with the principal rights and obligations attaching to Units in PIF and the
powers, duties and responsibilities of the Responsible Entity. This summary is not exhaustive and is not a definitive

staternent of the rights and liabilities of Unitholders. The Constitution is subject to the Listing Rules at any time that
PIF is fisted on ASX.

114 The Responsible Enftity
DDH Graham Limited is the Responsible Entity and trustee of PIF, and is responsible 1o Unitholders for its operation.

The Responsible Entity may retire in the circumstances set out in the Corporations Act. Unitholders may also remove
the Responsible Entity by following the procedures set out in the Corporations Act.

11.1.2 Nature of Units and transferability
Each fully paid Unit in PIF represents an equal undivided beneficial interest in the assets of PIF. The Constitution
contemplates the issue of options and partly paid Units, but this is not proposed as part of the Offer.

Units in PH# may be transferred in accordance with the Listing Rules and CHESS (for CHESS approved securities) by
instrument in writing which complies with the Corporations Act, the Listing Ruies and the SCH Business Rules.

113 Acceptance of applications

Application for Units may be accepted or rejected by the Responsible Entity in whole or in part at the absolute
discretion of the Responsible Entity.

1114 Redemption of Units

There are no redemption arrangements in place.
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14.1.5 Valuation

The Constitution provides as to when and how the assets of PIF or any other assets are required to be valued.

11.1.6 Income entitlements and other distributions
Subject to certain adjustments, the distributable income of PIF is its net taxable income. The Responsible Entity will
determine the distributable income of P for each half yearly distribution period ending 30 June and 31 December.

Unitholders on the Unit Register of PIF at the close of business on the last day of a distribution pericd are presently
entitled to the distributable income for that period.

The Responsible Entity may keep separate accounts of difierent categories or sources of income, and may allocate
income, deductions or credits from a particular category or source to Unitholders.

14.1.7 Deductions

The Responsible Entity may deduct from any amount to be paid to a Unitholder, any amount of tax or duty {or an
estimate of it), which the Responsible Entity is required or authorised 1o deduct in respect of that Unitholder by law, or
which the Responsible Entity considers should be deducted, whether the amount is paid or payable.

11.1.8 Righis and powers of the Responsible Entity

The Responsible Entity is given very wide powers under the Constitution. It has all the powers in respect of PIF that it
is possible under the law to confer on a trustee and as though it were the absolute owner of the property and assels
of PIF and acting in its personal capacity.

The Responsible Entity may appoint agents and delegates pursuant to the Constitution.

The Responsible Entity and its associates may hold Units in PIF subject to the Corporations Act.
11.1.9 Meelings of Unitholders

The Constitution provides that:

. the Responsible Entity may convene meetings of Unitholders and must do so when required by the
Corporations Act. The Constitution sets out the manner in which such meetings will be conducted; and

. each Unitholder wili be entitled to receive notice of meetings of Unitholders; and

. resolutions passed at meetings duly convened and conducted bind all Unitholders, whether or not they were
present at the meeting.

Meetings of Unitholders are also regulated by the Corporations Act which, inter alia, provides that each Unitholder will
have one vote for each dollar of value of the total interests they have in PIF {on a poll}. On a show of hands, each
Unitholder has one vote.

11.1.10 Limitation of liability and indemnity

The Constitution contains provisions which aflow the Responsible Entity to take and act on various opinions,
statements and documents without being liable to Unitholders, where it has acted in good faith.
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The Constitution provides that the Responsible Entity is not liable for any loss, costs, damages or expenses arising
out of any act or omission on its part, except where the act or omission is fraudulent, negligent or in breach of trust or
any duty imposed on the Responsible Entity by deed or implied by law.

The Responsible Entity is entitied o be indemnified out of the assets of PiF for any liability, costs or expenses
reasonably incurred by it in properly performing or exercising any of its powers or duties in relation to PIF. To the
extent permitted by the Corporations Act, the indemnity includes any liability incurred as a result of any act or
omission of a delegate or agent appointed by the Responsible Entity.

To the extent permitted by the Corporations Act, members of PIF's compliance committee may be indemnified out of
the assets of PIF if they incur a liability in good faith.

11141 Liability of Unitholders

The Constitution contains provisions designed to limit a Unitholder's liability in respect of PIF to the amount, if any,
which remains unpaid in relation to the Unitholder's subscription for their Units. However, the Australian courts have
not finally determined the liability of Unitholders in a unit trust.

11.1.12 Remuneration and expenses of the Responsible Entity
Under the Constitution, the Responsible Entity is entitled to fees as follows:
* a fee equivalent to 0.5% per annum of the fotal tangible assets of PIF.

* a fee of $5,000 per centre {CPI indexed from 1 July 2003) for due diligence on each centre acquired by PIF.
The fee is payable only when the acquisition of a centre is completed.

* a fee of 0.5% for the arrangement of all debt funding arranged for the Fund.
Except as disclosed eisewhere in this Prospecius no other fees will be payable.

The Constitution provides that the Responsible Entity may be reimbursed by PIF for all expenses incurred in relation
to the proper performance of its duties and the administration of PIF.

The fees described above do not include any amount referable to Goods and Services Tax (GST). If the Responsible
Entity becomes liable to pay GST in respect of any matter arising under the Constitution, then in addition to any cther
amount to which the Responsible Entity is entitled, the Responsible Entity is alse entitied to be paid or reimbursed
from the assets an amount equal fo the amount of the G3T #ability.

34



PEPPERCORN INVESTMENT FUND

14.1.13 Termination of the Fund

FIF will terminate on the earliest of the following events:

1. the passing of an Extraordinary Resolution by Unitholders fo wind up PiF;
2. the date on which PiF terminates by Law; and
3. § July 2082.

Upoen termination, the Responsible Entity must realise the assets of PiF. This must be completed within 180 days if
practical and in any event as soon as possible after that.

The net proceeds of realisation, after making allowance for all liabifities of PIF {actual and anticipated} and meeting
the expenses (including anticipated expenses) of the termination and the fees referred to above, must be distributed
pro-rata to Unitholders according to the number of Units they hold.

11.1.14 Compflainis

Unitholders may lodge any complaints in relation fo the Responsible Entity’s conduct in its management or
administration of PIF by writing to the Responsible Enfity. The Constitution contains provisions governing how
complaints must be dealt with.

11.2  Gustody Agreement

The Responsible Entity has entered into a Custody Agreement in respect of the Fund with Trust Company of Australia
Limited.

The Custodian is to enter into contracts 1o purchase and hold assets {inchuding the Properties} on the Responsible
Entity's behalf. The Custodian's duties also include opening and maintaining bank accounts to hold Application
Monies and rent and cther income of the Fund, entering into leases of land on behalf of the Responsible Entity and
maintaining proper records and making reports to the Responsible Entity. The Custodian’s fiability under the Custody
Agreement is limited, except in the case of fraud, negligence or breach of the Custody Agreement by the Custodian.

The Custodian is entitled to compensation for expenses incurred in connection with the performance of its duties and
the exercise of its powers.

The Custodian is entitled to receive an annual fee of 0.025% of the total value of the gross assets payable quarterly in
arrears, but not less than $20,000 per annum {adjusted annually in accordance with changes in CPi). The above fee
is exclusive of GST.

The agreement continues until terminated. Either party may terminate the agreement on S0 days written notice
unless a different period is agreed. Either party may terminate the agreement immediately on the occurrence of
certain other events, including changes in corporate control, acts of insolvency, and material breaches of the
agreement.

{1.3 Compliance plan

The Responsible Entity has established a Compliance Plan for the Fund which is monitored by the Fund's
Comgpliance Committee. The Compliance Plan addresses compliance with laws, regulations, the Fund's Constitution
and the Responsible Entity's ethical standards and comprises structural, operational and maintenance elements.
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Matters covered by the Compliance Plan include procedures for complaints handling, applications and distributions,
monitoring and resolution of suspected breaches of the Corporations Act, audits, fees, related party transactions,
conflicts of interest and disclosure and reporting requirements.

The Compliance Plan is incorporated by reference in this Prospectus. Copies are available free of charge until the
Offer closes and can be obtained by contacting the Responsible Entity.

{14 Management Leases

Each childcare centre when acquired will be leased or sub-leased to Peppercorn Holdings No 4 Ply Lid (‘the
Operator”y for a period of 10 years with a right for the Operator to exercise a further 10 year option. Each
Management Lease will be on similar terms {subject fo variation in accordance with each State's requirements). A
summary of terms of the Management Leases is:

1141 Remt
Rent is paid monthly in arrears and is calculated as Net Operating Income of the Centre fess:
L. The base fee of $1,800 per month for freehold Centres (as adjusted annually for CPI variations from 1 July

2003} and $2,000 per month for leasehold Centres {as adjusted annually for CP1 variations from 1 July
2004}

fi. Inrespect of freehold Centres, 2% of Gross Revenue.

fi.  10% of {Net Operating income less (i} and {ii} above).

{the retention of items i, i and iii comprising the Operator's management fee).
Rent is to be reconciled half yearly by audit cerificate, and is exclusive of GST.
The Operator must conduct the business to maximise the Net Operating Income.

1442 Maintenance

PIF is responsible for afl repairs and maintenance to each of the childcare centres as well as the furniture, fittings and
equipment {at the cost of PIF} so as to maintain each of the premises at an appropriate level to carry on its business.

1143 Outgoings

The Operator is responsible for all outgeings relating to the business and must employ all employees required to
conduct the business. These outgoings are, however, relevant for calculating the revenue payable to PIF.

1144 Assignment

The Operator may assign the lease with the consent of the Responsible Entity provided, amongst other things, the
Operator satisfies the Responsible Entity that the incoming lessee is a respectable and financially responsible person
of proven ability to conduct the business o the same standard as the Operator. A change in control in the Operator
also requires the consent of the Responsible Entity.
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11.4.5 Expiration of Management Lease

Upon the expiration of the Management Lease, the Operator is required to transfer the various assets required to
conduct the business to a person nominated by the Responsible Entity for nominal consideration.

11.4.6 Security

The obligations of the Operator to the Custodian are secured by a mortgage debenture over all of the assets and
undertakings of Peppercom Holdings No 4 Piy Lid.

11.4.7 Right of First Refusal

In the event that PIF decides to sell or receives an offer to purchase any property, the Operator will have a right of
first refusal in relation to the property.

1148 Termination

The Management Lease may be terminated in the event of default by the Operator under the Management Lease.
The events of default include failure by the Operator to pay any money payable under the Management Lease, failure
by the Operator to perform any other provisions of the Management Lease and insolvency events.

1.5 Loan agreement

1451 Bank facilifies

The Responsible Entity has obtained a loan facility from National Australia Bank Limited {ABN 12 004 044 937) for an
aggregate amount of 360 million as follows:

Original Facilly - S0, 1 million

The original facility was applied to the acquisition of the IPO Portfolio of 84 childcare Centres.

Facilily lncrease - $19.9 million

The increase fo the original facility is to be used to payout the Fund’s standby facifity {which has been cancelled at the

request of the Fund) and assist with the acquisition of the additional Centres identified in this Prospectus.

The facility expires on 30 June 2008. The Responsible Entity has fixed the interest rate on the original oan facility of
$40.1 million for the term of the facility at 6.30% and will have the option fo fix the interest rate on the new borrowings
for the term of the facility.

The facility will be ‘interest only’ during the term. interest will be paid by the Responsible Entity out of the income or
capital of PIF. The facility is repayable in full on its maturity and will be repaid from refinancing the facility or from the
net proceeds from the sale of the Centres.

The maximum approved loan to valuation ratio (LVR) for freehold Centres is 55% until 30 June 2005 then reducing fo
a maximum of 45% thereafter. The maximum approved LVR for leasehold Centres is 25%.

Securilty

Both facifities are secured by a first ranking registered mortgage over the Centres and by a first ranking fixed and
floating charge over the assets and undertakings of PIF. The bank’s recourse in the event of default under the facility
is limited fo the Centres and other assets of PIF.
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11.6 Childcare cenire Operations Management Agreement

1461 Parlies

This Agreement is between DDH Graham Limited as Responsible Entity, Peppercorn Holdings No 4 Pty Lid as
Operations Manager and Peppercorn Management Group Limited.

11.6.2 Management Leases

The Operator is required to enter into a 10 year Management Lease for each of the Centres acquired with an option
for extension for a further 10 years (at the Operator's election}.

1163 Due diligence

With respect to all acquisitions of freehold or leasehold property by the Fund, the Agreement provides for Peppercom
Management Group Limited to complete due diligence and to procure all appropriate licensing requirements. In the
event that Peppercorn Management Group Limited does not recommend the acquisition then the acquisition must not
proceed.

A fee of $10,000 per Centre (CPI indexed from 1 July 2003} is to be paid by PIF to Peppercorn Management Group
Limited in respect of the services it provides under the Childcare Operations Management Agreement. However, this
fee is only required to be paid once each Centre has been acquired.

11.6.4 Right of first refusal

Peppercorn Management Group Limited and the Operator grant to the Responsible Entity the exclusive right of first
refusal with respect to all freehold centres identified by Peppercorn Management Group Limited or the Operator as
suitable for acquisition. The Responsible Entity grants o Peppercorn Management Group Limited and the Operator
the exclusive right of first refusal to manage all centres fo be acquired by PiF.

146.5 Business of Fund

In acknowledgement of PiF's primary investment policy, the Responsible Entity undertakes that all investment in
assets by PIF must be related to long day care childcare activities.
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11.7 Piacement Agreement

The Responsible Enfity has entered into an agreement with Wilson HTM Corporate Finance Limited (“Lead
Manager’; dated on or about 13 October 2003, in relation to the Offer {*Placement Agreement”).

Under the terms of the Placement Agreement, the Lead Manager agrees to use its best endeavours to place a
minimum of 13,282,000 Units {and a maximum of 13,282,000 Units) with sophisticated or professional investors
{"Plagement’). The Responsible Entity must pay the following fees to the Lead Manager:

* a placement fee equal to 2.5% of the Placement Amount; and

* a management fee equal to 0.5% of the Placement Amount.

The Placement Amount is the Application Monies received pursuant to the Offer. The Lead Manager is also entitled
to be reimbursed for its reasonable costs and expenses in relation to the Placement.

Nothing in the Placement Agreement requires the Lead Manager to underwrite the Placement or subscribe for
Placement Units.

The Responsible Entity has given standard form representations and warranties, and the Placement Agreement
imposes various obligations on the Responsible Entity which are typical in agreements of this type. The Responsible
Entity has indemnified the Lead Manager and its officers, employees, advisers and related bodies corporate against
alt claims, demands, damages, losses, costs, expenses and liabilities suffered or incurred directly or indirectly as a
resuit of:

. a breach of the Placement Agreement;
* the imposition of duty or taxes which might be payable on the issue of the Units; and
» this Prospectus and any advertising or publicity of the Placement issued with the knowledge and prior written

consent of the Responsible Entity.

The indemnity is subject to usual limitations in cases of fraud, negligence, default, dishonesty or breach of the
Placement Agreement by the indemnified parties.

The Placement Agreement is conditional on the lodgement of this Prospectus, and on unitholder approval being
obtained to the resolutions described in section 8.2. Settlement under the Placement Agreement is to occur 3 trading
days after the unitholder approval has been obtained.

The Placement Agreement can be terminated by the Lead Manager at any time before the allotment of the Placement
Units if any one or more of the following occur:

{a} the Responsible Entity fails o lodge the Prospectus in relation o the Placement with ASIC on or before 17
October 2003,

(b} the Responsible Entity issues Units in PIF, other than as anticipated under the Prospectus, without the prior
written consent of the Lead Manager;

{c} unitholder approval is not obtained fo the resolutions described in section 8.2,
{d} PIiF's constitution or any other constituent document of the Responsible Entity or any related body corporate of

the Responsible Entity is amended {other than on the basis proposed at the unitholder meeting) without the prior
written consent of the Lead Manager;
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(e}

(n}

the ASX advises the Responsible Entity in writing that official quotation of the Placement Units on the ASX will
not be granted, or such official quotation is not granted by the settlement date, or i granted such official guotation
is subsequently withdrawn, qualified or withheld;

a change in the senior management or the board of directors of either of the Responsible Entity or any related
body corporate ocours;

the Responsible Entity suspends payment of the debts of PIF generally or, in the reasonable opinion of the Lead
Manager, will be unable to pay Pi's debts as and when they are due;

the ASX All Ordinaries index falls to a level more than 10% below its level as at the close of frading on the
trading day immediately before the date of the Placement Agreement;

the Responsible Entity fails to comply with:
{fy PIF's constitution or compliance plan;
{iiy the Corporations Act, the Listing Rules or any other applicable law;

{iiy a requirement, order or request, made by or on behalf of ASIC or any governmental or semi-governmental
agency, authority, tribunal or other body; or

{iv} any agreement entered into by it;

there is a fresh outbreak or significant escalation of hostilities {(whether or not war has been declared) after the
date of the Placement Agreement involving any of Australia, New Zealand, Japan, the United Kingdom,
Indonesia, the United States of America, the states of the former USSR, North Korea or the Feoples’ Republic of
Ching;

the Responsible Entity is in default of any of the terms and conditions of the Placement Agreement or breaches
any warranty or undertaking given or made by it under the Placement Agreement;

any adverse change occurs in the condition, business, operations, assets, liabifities, financial position and
performance, profits, losses, prospects or value of PIF or the Responsible Entity;

any person is appointed under any legisiation in respect of companies to investigate the affairs of PIF or the
Responsible Entity; or

any warranty, representation or statement by the Responsible Entity in relation to the Placement is or is found to
be false, misleading or incorrect when made or regarded as made.

The termination events in {c) to {n} only permit the Lead Manager to ferminate the Placement Agreement if the Lead
Manager has reasonable grounds fo believe that the event has or is likely to have a material adverse effect on the
outcome of the Placement or the price at which the Placement Units will trade. The termination events in (2) and (b}
are not subject to those qualifications.

11.8 Limitation of lability

The liability of the Custodian and Responsible Enfity is limited to the assets of PIF. There is no right of recourse
against the Custodian or the Responsible Entity personally except in the case of fraud, negligence, breach of frust or
breach of duty by the Custodian or Responsible Entity, respectively.
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11.8 Inspection of material confracts and consents

Copies of the following documents are available for inspection during usual business hours at the office of the
Responsible Entity referred to in the Directory:

. The documents summarised in this section;

. The consents fo the issue of this Prospectus.
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i2.

121

Additional information

Interests of the Responsible Entity and its directors

Except as set out below or elsewhere in this Prospectus:

the Responsible Entity does not have, nor has it at any time in the two years prior to lodgement of this
Prospectus with ASIC had, any interest in:

—  the formation or promotion of PIF; or
— the Offer; or

— any property acquired or proposed to be acquired in connection with the Offer or the formation or
promotion of PiF;

no amounts (whether in cash, Units or otherwise) have been paid or agreed to be paid fo the Responsible
Entity to procure acquisitions of interests in PIF, or for services provided under PIF’s Constitution;

no director of the Responsible Entity has, or has in the two years prior fo lodgement of this Prospectus with
ASIC had, any interest in:

—  the formation or promotion of PIF;
— the Offer; or

— any property acquired or proposed to be acquited in connection with the Offer or the formation or
promation of PiF; and

no amounts {whether in cash, Units or otherwise) have been paid or agreed to be paid to any director of the
Responsible Entity either to induce him to become, or to qualify him as, as director or otherwise for services
rendered by him in connection with the Offer or the promation or formation of PIF.

The Responsible Entity has an interest in the promotion of this Prospectus in that it cusrently owns 80,020 Units
in PIF.

The Responsible Entity received fees for the establishment of the Fund, preparation of the IPO Prospectus, debt
arrangement and management of the initial issue of $560,500.

The Responsible Entity receives a fee of $5,000 per centre acquired {indexed annually by the CPI from 1 July
2003) for Centres acquired subsequent to those which comprised the Fund’s 14 foundation Centres.

The Responsible Entity will receive a fee of $100,000 for its services in relation to preparation of this Prospactus,
debt arrangement and management of the Issue.

The Responsible Entity receives a fee for the management of the Fund. The basis upon which this fee is
calculated is in accordance with section 6.7.2.

The Responsible Entity received a sub-underwriting fee of $25,875 in relation to the IPQ Prospectus.
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7. Directors of the Responsible Entity receive their ordinary remuneration and other entilements as a director of the
Responsible Entity.

8. The directors of the Responsible Entity or their associated entities have an interest in the promotion of this
prospectus in that each currently owns Units as detailed below:

DDH Graham Limited holds 80,020 Units
Mr D D H Graham holds 350,005 Units
Mr P B Lockhart holds 47,500 Units

Mr U C Di Giolamo holds 32,500 Units

8. The directors of the Responsible Entity or their associated entities are the beneficial holders of shares in
Peppercorn Management Group Limited as follows:

12.2

Mr P B Lockhart holds 9,000 shares;
Mr U C Di Girolamo holds 10,000 shares.

Interests of the Peppercorn Group and its directors

Except as set out below or elsewhere in this Prospectus, no promoter of PiF has, or has at any time in the two years
prior to lodgement of this Prospectus with ASIC held, any interest in:

the formation or promotion of PIF; or
the Offer; or

any property acquired or proposed to be acquired in connection with the Offer or the formation or promotion
of PiF

and no amounts, whether in cash, Units or otherwise, have been paid, or are agreed to be paid, in the last two years
by any person to any promoter of PIF in connection with:

the formation or promotion of PIF;
the Offer; or

any property acquired or proposed to be acquired in connection with the Offer or the formation or promotion
of PiF.

1. the Peppercorn Group will receive the following fees:

a)

Management fees

A base management fee of $1,900 per freehold centre {indexed annually by the CP1 from 1 July 2003} and
$2,000 per leasehold centre {indexed annually by the CPI from 1 July 2004} operated per month plus 2%
of gross revenue (freehold anly) and 10% of net operating income {after deducting the base fee and 2% of
gross revenue} is payable to the Operator.

Prospectus Preparation
With respect to assistance in preparation of the PO Prospectus the sum of $100,000 was paid by PIF o
the Peppercorn Group.

Commitment Fee
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Peppercormn received a commitment fee of $128,000 being 4% of the value of the CDS subscribed ($3.2
million} by Peppercom to fund the acquisition of the Fund's 14 foundation Cantres.

d}  Due Diligence
With respect to acquisition of each Childcare Centre, the Childcare Centre Operations Management
Agreement provides for Peppercomn to complete due diligence and o procure all appropriate licensing
requirements.

A fee of $10,000 per Centre {indexed annually by the CP! from 1 July 2003) is fo be paid by the Fund fo
Peppercorn upon settiement of the acquisition of each centre.

2. Peppercorn Management Group Limited holds a total of 2.2 million Units in PIF.
3. Mr Ross Petfield and associates have a beneficial interest in 110,000 Units in PIF.

4. Interests associated with Mr Ross Petfield received brokerage fees totalling $900 in relation to the offer of
Converting Debt Securities in December 2002.

8. MrJack Lunn has a beneficial interest in 30,000 Units in PIF.
8. Mr Richard Serisier has a beneficial inferest in 30,000 Units in PIF.

7. Six of the Centres acquired by PIF under the PO Prospectus were purchased from entities in which the
executive directors of Peppercorn have an interest.

8. Mr Michael Gordon has a controlling interest in Peppercomn Management Group Limited and has an inferest in
Clayplay Pty Ltd which provides craft lessons to children in centres managed by Peppercorn.

12.3 Interests of experts and other persons involved in the Offer

Except as set out below or elsewhere in this Prospectus, no underwriter or broker to the offer involved in the Offer,
nor any person named in this Prospectus as performing a function in a professional, advisory or other capacity in
connection with the preparation or distribution of this prospectus has, or has at any time in the two years prior to
lodgement of this Prospectus with ASIC held, any interest in:

. the formation or promotion of PIF; or

. the Cffer; or

. any property acquired or proposed to be acquired in connection with the Offer or the formation or promotion of
PIF

and no amounts, whether in cash, Units or otherwise, have been paid, or are agreed to be paid, in the last two years
by any person fo any of those persons in connection with:

. the formation or promotion of Pli;
. the Offer; or

. any property acquired or proposed to be acquired in connection with the Offer or the formation or promotion of
PiF.

. Trust Company of Australia Limited will receive remuneration and be reimbursed for certain expenses as set
out in section 11.2.
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. Malleson Stephen Jagues has acted as the legal advisor to the Fund in relation to the Offer under this
Prospectus and is entitied to receive professional fees of up to $45,000 for these services. Mallesons also
acted as the Fund's legal adviser in relation to the Fund’s PO and received fees of $109,500 for those
services.

. Macrossans Lawyers has acted in relation 1o the acquisition of the Praperties o be acquired by the Fund and
will receive payment at the rate of $3,000 for each Centre located in Queensland plus an hourly fee of up to
$300 per hour in relation to negotiation of each contract. With respect to Centres located in other jurisdictions
Macrossans will receive fees of approximately $1,000 - $2,500 per Centre for supervision and liaison.

. Wilson HTM Corporate Finance Limited is entitled to receive a fee of 3% of the proceeds of the Issue for ifs
services as Lead Manager to the Issue. Wilson HTM Corporate Finance Limited acted as broker fo the issue in
respect of the Fund’s IPO and received a fee of $25,000 for those services.

124 <Consents and disclaimers

The Responsible Entity is the Issuer of this Prospectus. None of the persons named below has authorised or caused
the issue of this Prospectus.

None of the persons named below has, prior to the lodgement of this Prospectus with ASIC:

» withdrawn their written consent to be named in this Prospectus in the form and context in which they are
named; or
* withdrawn their written consent to the inclusion in this Prospectus of the following information in the form and

context in which it is included.

Peppercorn Holdings No 4 Pty Ltd has given its consent fo be named as Operator in this Prospectus.

Peppercorn Management Group Limited has given its consent fo being named as the parent company of the
Peppercorn Group, and to the issue of this Prospectus with the inclusion of information about the Peppercorn Group.

hichael Gordon, Ross Peffield, Jack Lunn and Richard Serisier have given their consents o be named as directors of
Peppercorn Management Group Limited.

PFitcher Pariners Registry Services has given its consent o being named as the Unit Registry.
Wilson HTM Corporate Finance Limited has given its consent to being named as Lead Manager o the Issue.

Macrossans Lawyers has given its consent fo be named as Solicitors in relation to acquisition of properties by the
Fund.

Mallesons Stephen Jaques has given its consent fo be named as Solicitors for the Offer.

National Australia Bank Limited has given its consent to be named as the Bank which is providing debt facilities fo the
Fund.

Trust Company of Australia Limited has given its consent to being named in this Prospectus as Custodian of PIF. The
Custodian has had nc involvement in the preparation of any part of the Prospectus. The Custodian expressly
disclaims and takes no responsibility for any other part of this Prospectus. i makes no statement in this Prospectus
and has not authorised or caused the issue of it. The Custodian does not guarantee the success of the Fund nor the
repayment of capital or any particular rate of capital or income return.
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13.  Authorisation
This Prospectus is issued by the Responsible Entity.

Each Director of the Responsible Entity has consented to the iodgement of this Prospectus with ASIC.
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14.  Glossary

Applicant

A person or entily who submits an Application Form.

Application Form

The application form included in this Prospecius to be used by persons wishing to subscribe for Unils in this Offer,
Application Monies

The monies payable by an Applicant, being $1.20 per Unit.

ASIC

Agstralian Securities and Investments Commission.

ASX

Australian Stock Exchange Limited or the market operated by it as the context requires.

CCB

Child Care Benefit payment.

cDs

An unsecured Converting Debt Security issued by the Fund which converted to an ordinary Unit on 20 May 2003.
Centres

The childcare cenfres on land and buildings which are owned or leased by the Fund, including those centres which are proposed
to be acquired using funds raised pursuant to this Prospectus.

CHESS

Clearing House Elecironic Sub-register System operated by the ASX Seittement and Transfer Corporation Pty Lid for the clearing
and setlerment of transactions of CHESS approved securities, the transfer of securities and the registration of fransfers.
Compliance Plan

The Compliance Plan of PIF dated 29 January 2003 summarised in section 11.3.

Constitution

The Constitution of Peppercorn Invesiment Fund being the deed poll dated 8 July 2002 {as amended).
Corporations Act

Corporations Act 2001 {Cwih)

CH

The Consumer Price Index {All Groups) published by the Australian Bureau of Stalistics,
CPT's

Childeare Property Trusis,

Custodian

The custedian (being Trust Company of Austratia Limited ABN 58 004 027 749) of Peppercorn investment Fund as appointed by
the Responsible Entity,

Diractors

The diractors of the Rasponsible Entity.

FACS

Department of Family and Community Services,

Forecast Period

1 July 2003 to 30 June 2005

Fund

Pappercorn Investment Fund (ARSN 102 855 938}

HIN

Holder Identification Number.

IPO

The Funds’ initial public offering of Units which was undertaken prior fo listing on ASX,
IPO Porifolio

The 84 Centres which were acquired or to be seguired with funds raised pursuant to the IPO Prospectus, as described in the PO
Prospectus.

IPO Prospectus

The Prospectus issued by the Responsibie Entity dated 10 April 2003.

Issue

The issue o sophisticated or professional investors {as defined in section 708 of the Corporations Act} of Units in PIF pursuant o
this Prospecius.
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Issue Price

Price at which the Units in PIF will be issued pursuant fo this Prospectus being $1.20 per Unit.

Issuer

DDH Graham Limited as Responsible Entity for Pappercorn Investment Fund.

LBC Centre

Long Day Care Cenbre,

Lead Manager

Baing Witson HTM Corporate Finance Limited {ABN 65 057 547 323}

Listing Rules

The listing rules of the ASX,

Management Leases

Leases or sub-feases to Peppercorn Holdings No 4 Pty Ltd for each Centre being the Childcare business and the title to the fand,
buildings, fixtures and fittings associated with .

Offer

The offer of Units in PIF fo professional or sophisticated investors {as defined in s 708 of the Corporations Act) pursuant o this
Prospectus.

Qperator

Peppercorn Holdings No 4 Ply Lid (ABN 84 101 238 766), a wholly owned subsidiary of Peppercorn Management Group Limited.
Peppercorn

Peppercorn Management Group Limited {ABN 15 087 155 860).

Peppercorn Group

The companies which constitute the Peppercorn Group which provide childeare centre management services,

PIF

Pappercorn Investment Fund (ARSN 102 855 939).

Properties

Freshold and leasehold childcare centres owned by the Fund, including those centras which are proposed o be acquired using
funds raised pursuant fo this Prospecius,

Prospectus

This document dated 17 October 2003

QIAS

Quality Improvement and Accreditation Scheme of the National Childcare Accraditation Council.

Responsible Entity

The Responsible Entity of a registered managed investment scheme is the company named in ASIC's records. In terms of the
Offer, the Responsible Entity is DDH Graham Limited {ABN 28 010 638 219).

SCH

Secyrities Clearing House.

SCH Business Rules

The SCH business rules issusd by ASX Settlement and Transfer Corporation Pty Limited.

SRN

Unitholder Reference Number.

Unit/s

A Unit/s in PIF.

Unithelder/s

A holderfs of Units in PIF.
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Directory
Responsibie Entity

Directors of Responsible Entity

Childcare Centre Operator

Solicitors o the Offer

Solicitors for Property Acquisitions

Bank

Custodian

Lead Manager

Unit Registry

DEGH Graham Limited
Level 18

344 Queen Sireet
Brisbane Qid 4000

David DH Graham
Peter B Lockhart
Ugo € Di Girolamo

Peppercorn Holdings No 4 Ply Lid
Level §

232 Adelaide Strest

Brishane Qid 4000

Mazllesons Stephen Jagues
Level 30, Waterfront Place

1 Eagle Sirest

Brishane Qid 4000

Macrossans Lawyers
Level 23, AMP Place
10 Eagle Street
Brisbane Qid 4000

National Australia Bank Limited
Registered Office

Lavel 24

500 Bourke Street

Metbourne Vic 3000

Trust Company of Austratia Limited
213-217 St Pauls Terrace
Spring Hill Qid 4006

Wilsen HTM Corporate Finance Limited
Level 21

Riverside Centre

123 Eagle Strest

Brisbane Qid 4000

Pitcher Partners Registry Services
Level 21

300 Queen Street

Brishane Qid 4000
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