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MAGELLAN |HALF YEAR |
S PP INVESTOR REPORT

31 DECEMBER ZJ04

DEAR INVESTOR

| have great pleasure writing to you as an investor in Magellan Financial Group.

We have been busy since approval of the recapitatisation of the company to form Magelian Financial Group on 17 Noverber
2006. As well as receiving outstanding acceptance as an attractive new entrant in the financial services market,
we have:

# complated the $373 million initial public offering of our first fund, Magellan Flagshig Fund Limited;

& hired an putstanding team of protessicnals;

& announced a propasal to simplify the group structure by de-stapling and winding up the Magellan Financial Group
Trust and introduce 5 Share Purchase Plan for our employees and non-executive Directars not associated with any
of the cornerstone investars who participated in the recapilatisation; and

& moved into our offices at L.evel 1, 1 Castlereagh Street, Sydney:

FINANCIAL RESULTS AND FORECAST

For the six munths to 31 December 2006, Magellar Financial Group reported an unaudited profit after tax of $109, UDU
The financial results for the six months te 31 Becernber 2006 reflect a transition period for the Grcup and are nct dlrectiy
comparable to prior periods or future perieds. The half yaar results include the effects of;

# prefil on realisation of investments sald in eonnection with the recapitalisation;

# cerlain costs assaciated with implementation of the recapitalisation which ware not charqed to eqmty,

@ start up and employee expenses from 20 Novermnber 2004; and

W accruals for empleyce bonuses.

A full copy of the Group's financial repart far the six months ended 1 December.ZGDé is-available on Magellan 5 websne
bwww.mageltangroup.com au). o

For the full year to 30 June 2007, the Directors antaupate that the: Group will-rec rd @ modest loss ailer tax in (he range N
2.8 million to $3.0 million as we buitd our business. The fult e arecast reflects

8 expenses incurred to implement the proposal to de- staple and wmd up. the MageLlan Fmaﬂual Group Trust and
introduce the Share Purchase Plan; : S
expenses incurred te aunch new funds;

costs associated with employees, including salaries, bonuses and recruiting costs. The majority of these em'p"lc')'y'ee__s, _
have been hired {o run investment funds which have not yet been launched by the Group and, therzfore, there will

be little or no offseiting revenue in this financial year. As at 31 December 2006, the Group had 7 emptoyecs and_.‘_-'_ B

the results for the six months ended 31 December 2[![]6 include the expenses in relation to these emp[oye

a future incorme tax benefit of $1.4 million to $1.5 million relating to the loss far the year =nd|ng 30 June 2007,

investmenl managemeant feas fram Megeallan Flagship Fund.Limited for 2 7 month paried. In 2008, the Graup will
earn investment management fees frorn Magellan Flagship Fund Limited for the full financial year; and



FINANCIAL BROUF

# investment income earned on the new capital raised by the Group. The cornerstone placernent undertaken in
Noverber 2004 raised $37.4 millien and the entitlernents offer and priority placements le be undertaken in
March/April 2007 are anticipated to raise approximaiely $42 million. The full year financial forecast includes
estimated interost income on this new capital. In 2008, the Group will earn interest or investrment income on the
new capilal raised for a full financial year.

The Group paid a dividend of 7 cents per stapled security in December 2004 in conjunction with the recapitalisation.
The Directors do not inlend to declare an tnterim dividend in respect of the half year ended 31 December 2006 or a final
dividend far the full year ending 30 June 2007,

OVERVIEW OF OUR STRATEGY

Magetlan Financial Group's primary operating business, Magellan Asset Management Pty Ltd, will establish over time
a number of globally-focused investment funds for retail investors znd a Limited number of specialist globally-focused
investment funds tor institutional investors.

My businass partner and our Chief Investment Officer, Chris Mackay, and | believe that a compelling case exists for
Australizn and Naw Zealand invesiors to diversify part of their wealth into glabal investrment opportunities. The case is
particularly compelling at the present time given the relatively high Australizn dollar and the strong performance of the
Australian stock markst in recent years.

It is important for Australian investors to recognise that Australia anly represents approximately 2.5% of the global
MSClindex. The Australian stock market is relatively concentrated with financial companies and reseurce and malerials
companies representing £42% and 20% of the market capitalisation of the Australian stock markel respectively. On a
global basis, these sectors represent approximately 26% and 6% of glabal stock market capitalisation. Chris and |
believe that, by investing part of their investible assets offshore, investors will diversify risk and vastly increase the
numker of available cutstanding investment appartunities.

The Group’s investment philasaphy is rationzt and, we believe, compelling. Each of ils funds will seak to invest in a
partfolio of outstanding glabal companies assessed to have highly attractive business characteristics st a discaunt to eur
assessment of their intrinsic valug, Chris and | believe that investing in a portfolia of sutstanding businesses purchased
at sttractive prices will minimise the risk of parmzanent capital loss for our investors. We will nol seek to engage in averly
speculative activity.

The fee structures ot cur funds will be aligned with the interesis of aur investors. In addition to hase fees, as a genaral
guideline, the Group’s performance fees will be subject to both absalute and relative perfarmance hurdles, plus a high
water mark reguirement. There also will be a restriction on the payment of any perfarmance fees such that & performance
{ee witl ba only paid to the extent that the net return after all fees at least matches the return from a relevant index.

Magellan Financial Group is establishing itsell as an indepandent specialist tunds management group. To avoid conflicts
of interest, the only form of remuneration it will raceive from the funds it manages will be investment mansgamenl (ees.
The Group daes nat intend to charge any arranging, transactian, mergers and acquisitions, advisary or similar lees to
any of its funds.

Qur first fund, Magellan Flagship Fund Limited, listed on ASX in Dacember 2004. This fund's investment mandate is Lo
invest in 30 lo 50 companies, which we believe to have outstanding long term business ecanemics, at a discount to our
assessment of intrinsic value. A copy of the Hatl Year investor Report far the Magellan Flagship Fund Is available an our
website lwww.magellangroug.com.aul.

Over the next six months, Magellen is planning to launch a number ot funds:

B Anunlisied globat equities fund for retail investors. Itis intended that ihis fund will invest in three specialist glohal
sector funds Ifinancial services, consumer and infrastructure) and a high conviction global equities fund. We have
hired an outstanding teamn af investment prafessionals to run each of the global sector funds. Heath Behincke will
be the partfotio manager of the linancial services fund and Jacgui Ferntey will be the portfalio manager of the
consumer fund. [ will be the investment manager for the high coenviction fund, while Chris Mackay will cantinua
to act as the investment manager for Magellan Flagship Fund Limited.

@ Uniisted infrastructure funds for institutienal investars, Thesé finds will be run by Gerald Stack, Dennis Eager and
Alex Hone, who are an outstanding team of investment professionals and experts in the field of infrastructure.
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Itis impartant for you to appreciate that success in the investment management business will nat come overnight. It will take
tirne (likely years] ta build the Magellan business and brand, and to create outstanding investment performance for aur investars.
Chris and  are very realistic about the timefrarnes and telieve it is critical Lhal we do not cut corners and we hire outstanding
people in all areas of the Group's business. This requires & substaniizl upfront investment in people and infrastructure. The
revenue line will grow over time as we perform for our inveslors and aftract funds under managemeant. Logic says that it is likely
tu lake a number of years until we sse the econcmic leverage in aur funds management business model.

Magellan Financial Group's ether primary business is to invest in fund managers. We beligve that the fund management
industry isa highly attractiveindustry with high growth rates and returns on capital. Notwithstanding these characlerislics,
the beeriers to entry are extremely low and the barriers to sustained success are extremely high. The grimary barrier
to sustained success is the quality and integrity of the people. The Group intends to invest very selectively and only in a
lirnited number of other fund managers. either viz providing capitat to seed a new husinass, acquiring an interast in an
established funds management husiness or establishing a join! venlure.

We will also regularly assess the risks/rewards of investment alternatives to carning interest income an capitat nat
allocaled {o either of the primary businesszes,

DE-STAPLING AND SHARE PURCHASE PILAN

We announced on | Fetruary 2007 & proposal to simplify the Graup structure by de-stapling and winding up the Magellan
Financial Group Trust and to inlrocuce a Share Purchase Plan for amployees end non-executive Directors not associated
with the carmerstane investors, The extracrdinary general meeting to approve this propasal is to be held ve 22 March
2007. An explanatery memorandum setting out the full details of the groposal has been set to securityholders and is
available on the Magellan Financial Group website [www.magellangroup.com.au).

The primary benefits of de-stapling and winding up the Trust are reducad ongong costs and a mare transparent and
simple structure which will make the linancial accounts easier for investors to understand and facilitate undertaking
activities, such as issuing and buying back shares.

The Share Purchase Plan will assist employees and non-executive Directors not associated with the cornarstane
shareholders to acquire shares in Magellan Financial Group, via an interast-free loan egust lo 75% of the purchase
price of the shares. We belisve that the Share Purchase Plan is strongly in the interesls of alf sharehalders as it-aligns
the interests of the participating employzes and non-executive Directors with your interests viz ownership of shares in
the Group. It is a true share investment plan where participants are required to pay for the shares over time and are
fully exposed to movernents in the Group’s share price. This is unlike many eptian or pertormance share plans: where
participants are aither not axposed to decreases in the share price or are nat required to pay for the shares.

FENTITLEMENTS OFFER AND PRIORITY OFFERS

Mageltan Finzncial Group intends to undertake a 1 for 5 renounceable enhtlements offerin M h}Apnl this year. Thesubscnptmn
price will be $0.975 per share. One option will alsa be issued for svery two sha ar lhe entitlements offar. The
options will have an exercise price of $1.20 and will expire on 30 June 2009, 1Fan- ophonheider exercises their option a'second .
option will be granted to the optionholder. The secandary option will have an: exen:ise $1':-30 and expire on 30 .June 2011..

You will alsa be entitled to subscribe up fo a maximum of 50,000 additional shares at 0. 975 per‘ share This offer to Magellan
Financial Group shareholders will be capped at 3,000,000 shares and applications will be subj_ect to strict scale back provisians.

A prospectus will be sent to you when the entitlements and priorily offers are made. Shareholders wha wish to iake__ up
shares under the entitlements offer and/or the pricrity offer will need to camplete the applicaticn form which will be
included with the prospectus to be sent to you,

Thank you for your interest in Mageilan.

P

Hamish M Douglass
Chairman, Magellzn Financial Group

Sydney, February 2007

IMAGELLAN —
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Financial Overview

Revenue 1432
Expanses (1,503]
Profit/{ioss) bafore income tax (71)
Income tax credit 180
Profit/(loss} after income lax 109

Earnings per stapled security

- basic, earnings per stapled security holder 0.28

Cash and cash equivalents 37,812
Financial aszets 24,7838
Other sssets 1,543
Total asselts 46,143
Other payables 1,414
Tetal liabilities 1,414
'Net assats 4,729

This financial overview summarises in vary inood delail Magellan's finangial perfarmance and position for the peried ended, end as at, 31 Decernber 2004.
Investors are encouraged to read Magellan's full financial repart and sccompanying materials avaiizble either on the Magadlan Fingnctal Group website
wwwsimagellangroup. com.aul or nir the ASY website (ASY Code: MFG)

C Orp ora t e D I re Ct 0 ry - Magetlan Financial Group Limited ABM 59 108 437 592

Magellar Financlal Group Trust ARSN 111 %11 892

Level 1. 1 Casllercagh Sireel, Sydney NSW 2000 AUSTRALIA
PQ Box #2724, Royal Exchange NSW §225

Tel %67 28114 1888

Fuxe  +A71 2811L4 1800

Web  www magellangroup.com,au
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APPENDIX 4D

1. Reporting Period

The reporting period is the half-year ended 31 December 2006 with a corresponding
period being the hall-year ended 31 December 2005, During the period the company
changed its name frorn Pengana Hedgefunds Limited to Magellan Financial Group
Limited {the Group).

2. Resulis for Announcement to the Market

Revenue from ordinary activities was 31,432,000 (2005: $130,000) an
increase of 1,100% over the prior corresponding pertod.
Net profit from ordinary activities was $109,000 (2005: loss ol'$603,000)
Net profit attributable 1o stapled security holders was $109,000 (2005: loss
0l $592,000)
A dividend for the period has been declared ol 7.0 cents per stapled
sceurity, franked to 2.3 cents.
Record date for the dividend was 20 November 2006.
Reported results for the period ended 31 December 2006 reflect a
transition period (or the Group and arc not directly comparable to prior
periods. The half year results include the eflects ol
s profit on realisation of investmenis sold in connection with the
recapitalisation
» certain costs associated with implementation of the recapitalisation
which were not charged to equity
e start up and employee expenses from 20 November 2006, and
e accruals far employee bonuses.

Key performance indicators {or the Group have been identified as follows:
(i) Funds under Management
The Group acts as Manager to the Magellan Flagship Fund Limited,

-which is & listed investment company with a market capitalisation at 31
December 2006 of $374.8million



3. Net Tungible Assets

Net assel backing per share was $0.96 as al 31 December 2006 (31 December
2005:50.96)

4. Enfities over which contrul has been gained or lost during the period
Magellan Financial Group Limited acquired Magellan Asset Management Pty
Limited on 21 November 2006, and disposed of Pengana Absolute Return Real Estate
I'und on 30 September 2006.

5. Details of dividends/distributions

The directors declared a dividend/distribution of 7 cents per stapled security
comprising a [ully [ranked Company dividend of 5.39 cents per share and a Trust
distribution of 1.61 cents per unit.

The record date of entitlement was 20 November 2006, payment date was 3
December 2006 and the securities traded ex dividend/distribution on 14 November
2006.

6. Ihividend or distribution reinvestment

Not applicable

7. Details of associates and jnint ventures

Not applicable

8. Delails of toreign enfities

Not applicablc

9. Audit dispute or audit qualification

Not applicable
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Magellan Financial Group Limited
(formerly Pengana HedgeFunds Limited)

ABN 39 108 437 592

Condensed Financial Repori for the hallsyear ended 31 December 2006
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MAGELLAN FINANCIAL GROUP LIMITED

Corporate Information
ABN 59 108 437 542

This hallvyear (inancial report covers the entity Magellan Financial Gronp Limited (formerly Pengana HedpgeFunds
Limited} and ifs conirobled cnfitics (the Group). ‘The Group's functional and presentation currency is AUD ($).

A raview and results of operations is included in the direciors’ report on page 2. The directors’ report i unaudited and
does not forin part of the Onancial report.

Dircctars

. Douglass (Chairman)
B. Cutrps

P. Lawis

C. Mackuy

N. Mikgrom

Cpmpany secretary
D. Simpson

Regisiered office
Level 1, 1 Castleseagh Street
Syiney NSW 2000

Principai place of business
Level 1,1 Castlereagh Street
Svdney N5W 2000

Tek: +61 28114 1338

Share Register
Registries Limited
28 Murgarel Strewt
Sydney NSW 2000
Tel: +61 2 9250 9620

Anditors

Ernst & Young

681 Georpe Strect
Tel, +61 2 9248 3333



MAGELLAN FINANCIAL GROUP LIMITED

Directors' Report
Your directors submit their repart for the hall-year ended 31 December 2006
DIRECTORS

The following persons were directors of Magellan Financia! Group Limited (forinerly Penguos HedpeFunds
Limited) during the fnanciul yveur und up 10 the dute of the this report.

M. Douglass (appointed 21 November 2008) (Chairman)
B. Cairns (appoinicd 22 January 2007)

P. Lewis (appointed 20 December 2000)

C. Mackay {appointad 21 Mavemhber 2006)

N. Milgrom {appointed 20 December 2006}

R. Davis (resigned 2¢ December 2008}

M. Beames (resigned 21 November 2006)
D. Smorgon {resigned 21 November 2006)
R.Pillemer (resigned 21 November 2006)
E Huifield (resignet 21 Novembuer 2006}

REYIEW AND RESULTS OF QPERATIONS

For the six months w 31 December 2006, Mageilun Financial Group (the Group) reporied an unaudited profit
after tax of $109,000 (2005: Joss of $603.000). The Nnancial results for the six months b 31 December 2006
reflect a transition period for the Group and are not direcily comparable w prior perivds or [Ulure periods. The
half year results include the effects of:

- profit an realisalion of investments suld in conoeelion will the reeapitalisation;

- certain costs associnted with implementation ol the recapitalisation which were not charged o equity;

- start up and employee expenses from Novewmber 2008; and

= accruals for employee honuses.

The Group paid a dividend of 7 cents per stapled security in December 2006 in conjunction with the
recapitalisation. The Birectars do not intend 1o daclare an interim dividend in respect of the half yeor ended 31
December 2006 or # final dividend for the full year ending 30 June 2007,

AUMNMTOR'S INDEPENDENCE DECLARATION

We have abtained the independence declaration from our auditors, Ernst & Young, under seclion 307C of the
Corporation Act 2001, which is attached 1o this report.

Signed in accordunce with 4 reselution of the dircetors.

P\*’rl\'Dwx&Q b,

Hamish Douglass
Chairman
Svdney

26 February 2007



gﬁ ERMS?-& ?@UNG & Erost & Young Centre & Fel 6172 0248 55355

G0 Cearge Sirect Fax ol 2 U244 §U5Y
Svrdney NERW 2000 DX Sydney Slock
Auslrafia Exclisge 1172

GPC Hos 28440
Syilney NSW DG

Auditor’s Independence Declaration to the Directors of Magellan Financial
Group Limited

In relation to our revicw of the financial report of Magellan Financial Group Limited for the half
year ended 31 December 2006, to the best of my knowledge and belief, there have been no
contraventions of the auditor independence requirements of the Corporations Act 2001 or any
applicable code of professional conduct.

Erws*r\/

Fmst & Young

A

Andrew Price
Parincr

Sydney

27 February 2007

Liabifity Howiled by a scheme approved onidler
Professiona] Standards Lagislation



MAGELLAN FINANCIAL GROUR LIMITED

Condensed Income Statement
FOR THE HALF-YEAHR ENDLD 3T DECEMBLER 2406

CONSOLIDATED
Mote 3! Decembar 3 Dacemlor
2006 2005
310 S0t
Revenue ) 1,432 130
LExpenses 5 (1,503} (7333
Profit/(loss) before income tax (71} {603)
Income iax {capense )/ credit a 150 -
Profitf(loss} after income tax 109 (603
Profitf Loss) ultributuble o minority interest
- Magellan Fiouneial Group Trust 530 k1]
- Extemal minosity inierese - 13
Profit/(Loss) atteibutable to members of the parent {421) {354)
Profit/{Loss) atributable to stapied security holders represented hy:
- Magellan Financial Group Limited 421} (534)
- Mageallan Financial Group Tiust 530 {38)
140 (522)

Enrnings per sinpled seourity (cents per stapled secarity)
Busic eanings per stapled szcuriy 028 {1.94)
Diluicd =arnings per stapled security 0.24 {1.44)
Dividends per stapled security {cenls per stapled security) 7.00 -
Frankad (cents per stapled security)} 330 -



Condensed Balance Sheet
AS AT 31 DECENMBER 20006

MAGELLAN FINANCIAL GROUP LIMITED

Mot Asat 31 As ae 30 Jupe
December 2006 2006

SO0 pf el
ASSETS
Cuorrent assets
Cash and cash equivalents L] 38812 1,638
Traiz and othar receivables 346 203
Prepiayments B0 22
‘Futul purrend asscls 40,238 1,863
Mon-current psscts
Financial asscts 7 24 TRE 33,201
Property, plant & equipment 183 -
Deferred 1ox asset 934 776
Tatal non-current assels 25105 33,977
TOTAL ASSETS 66,143 335,640
LEABILITIES
Current Labilities
hher payables 1,414 108
‘T'oisl current linbitktics 1414 138
Non-current liabilitics
Dreferred tax liabilities - 673
TOTAL LIARILITIES 1,414 753
NET ASSETS 54,720 35057
EQUETY
Equity antribuiable 1o security hofders of the parent
Conuribuad equity 4 64,571 38,163
Asset revaluation reserve {149} {3741
Retained earnings 247 1.548
Parent's inlarasis 64 669 29,137
Minorigy snterests 54 5,920
TOTAL EQIUITY 64,720 35,087

o



MAGELLAN FINANCIAL GRGQUP LIMITED

Condensed Statements of Changes in Equity
FOR THE HALF-YEAR NP 31 DECEVHER 246

Assel
Izsued Retained Revaluation Minority

Capitat Eamings Reserve TFolat Interest Tolal
31 Decrmber 2006 000 00 5000 300D S000 F003
Vypuity as at beginning of holf-year 28,163 t.244 (374} 137 G UMN A5 037
el zains an avaitable-for-salc Grancial asscis - - 1,251 1,251 (T} 55|
[rispuesil of comtcall ey interest - 593 817 21 [5.22D) {5,199)
fovaluation of ether financial assets - - (213} (213] - (23}
Tax assets on reviluation ol olher Franiial
assets - - 64 O - o4
Tolid e anid expenses for 4he period
recopnised Erecthy in e eily - 598 225 1,123 [5,9200 {4,797)
Het profit/ (lass) for the perdod - 421 - (421 33 109
Ttnd incorme andk expenses lor the perind - 177 235 702 [3,300) i4,688)
Shases isaued 37440 - - 37,440 - 37,440
Transactinn custs ¢ shire issoe {1.032) - - (1.032} - {1.032)
Equity as at 31 Deecember 2{HD 64,571 825 {149} fin 247 kX1 e, 777
[Dvidends nend distclistions paid - (1578} - (1.578) {470} {2.048)
Equity as at 31 December 26 44,571 247 1:49% 64,669 60 64,720

Assel
lssued Retained Revaluation Minoriry

Capnilat Farnings Meserve Totat Intcresi Tolal
31 December 2015 00 Y00 S S S 500
Eqyuity as at leginiing of half-year 25,827 (3215 - 7 60% A64d iR
el gains an available-For-sale Financial asscis - - 2104 3,14 - ERLIES
Dispasill of comuolling auleest - (E1} - i1f) (433} {364)
Transaction costs aver accneed 2 - - 2 - 2
Tedal income and expenses for the peried
recopaised diveelly in cquity 2 (B} 2,104 2,095 {423} [642
Nt loss for the period - i534) - £554) 4% £l
Tugal incineee gid expenses far the peried 2 {56357 2,104 1,541 (502} 1,03%
Shares issued - - - - - -
Transacticn cosls an share issue - - - - - .
Equity 25 ut 31 Becemboer 2005 28 820 (17443 2164 v 1an {3R) M
I2ividenzds and distributions paid - - - - - .
Lquity a5 w1 31 December 2005 25,5829 1,709 104 26,148 {36 26,1101




MAGELLAN FINANCIAL GRQUP LIMITED

Condensed Cash Flow Statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Cash Moivs from eperatiag activities:

Interest recoived

Fre income

Dividends reecived

['rocceds from safe of held-for-trading Financial asscls
Purchases of held-tor-trading financial asscts
Administration and general cxpenses paid

Total cash (esed byv)fram operating activities

Cash fiows from investing activiries:
Murchases of available-for-salz financial assots
Repayment/(borrowing) of toans & advanccs
[Marchase of plani & cquipment

Net cash used by investing activiticy

Cash flows Mrom financinp activities:

’rocecds From issuc of stapicd and ordinary sceuritics and umts
P*avmcent of stapled & ordingry sccurity issuc cosis

Dividends and distributions paid

Cash afributable 1o minority intercsts on disposal of contrelled entity

Net cash {used by) / from laancing activities

Met cash incrensc / (deercasch in cash and cash cquivalenis
Cash and cash cquivelents at the beginning ol half vear
Eflect of exchange rutes on cush holdings in forcign currencics

Cash and cash equivalents at end of the period

31 December

31! December

2006 2003
$000 $000
420 160

120 -

. 37

51,609 29,184
{22,801) (29,664)
(1.359) (737
27,988 {1,025
(23,000) {24,000)
137 (29)
(187) -
{25,050) (24,029}
34,351 -
(1,108) -
{2.00%) -
- (58%)
35,235 (588)
38,174 (25,642)
1,638 28,507

- (3}

I RE2 2,862




MAGELEAN FINANCIAL GROUP LIMITED

Notes to the financial statements
FOR THE HALF-VEAR ENDED 31 DECEMBER 2006

1

()

(b}

CORPORATE INFORMATION

The hnancial report of Magellan Financial Group Limited for the half-yesr ended 31 December 2006 was
wathorised [or issue i uccordance with 1 resolution of the directors on 26 February 2006, Magellan Financial
Group Limited is & company incorporsded in Australiy and limiled by shores, which are publicly traded on the
Australian Stock Exchange.

The nulure of the operatiens und principal activitics of the Group are deseribed in noie 3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The half-year financial repost does not sncdude al! notes of the tvpe normally included within the aanual finaneial
report and therefore cannol be expected to provide as fuld an understanding of the Goasiciad performunce, fnancia
position and financing and investing activitics of the consolidated entity as the full financial repost,

Tha half-vear financial seport should be read i conjusction with the annugl finenciel repert ol Pengana
HedgeFunds Limited as a¢ 30 June 2006 It is also recommended that the hudEyenr finaneial report be considered
topether with any public announcernents made by Magellan Financial Group Limited and ils controlled eatities
during the haif-ycar ended 31 December 2006 in accordance with the continuous diszlosure ohligatians arising
wides the Corporutions Acl 2001,

Busis ol preparation

The halfyear consolidated financial report is & general-purpose financial report, which has been prepared in
ueeordenee wilh the requiremenms of ihe Corporations Act 2001, applicable Accounting Standards, including
AASR 134 Iaterim Fimncsal Reporiing and viber mendatery protessionat reporting requirements. The half-year
financial report has Teen prepared on a historical cost basis, excep: uvailable-Ger-sule mvestmenls thet bave been
measured a1 fair value.

For the purpose of preparing the hait-year financial repord, the hall-year has been treuted us a discrete reportng
period.

Significant accanating policies

The halfwear consolidated financial staternenis have been prepared using the sanwe accounting polivies ws used m
the unnuul Bnancial sieiements of Penpana HedgeFunds Limited for the year ended 30 June 2000,



MAGEELAN FINANCIAL GROUP LIMITED

Notes to the financial statements
FOR THE HALF-YEAR ENDED 31 DECEMDER 2006

]

{e)

(d}

SEMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continned}

Busis of consolidation

The cembined firanzial report of® Mapettan Financial Group [the Group) comprises the consolidaled financial
reports of Magellan Finaneial Group Limited and Magellan Financial Group Trust. Magellan Financial Group
TFrest entered mio wn agreement o stuple its equity securities to ihose of Mogeflan Financial Group Limited lor the
purpose of facilitaling joist quotation of botiy entities on the Avstialinn Steek Exchunze Limiled. The
Constitutions ol the Trust and the Company ensure that, for se leng as the two eatitizs remain jaintly qunted, the
number of units in the trust and shares in the company shall be equal in number and the unitholders and share
holders shall be idenlical. The stupled equity seearies may only be termingted at the end of the fite of Mogclian
Financial Group Teust.

Ia udditivn to Magellun Finaneid Group itust other controdied entities arce listed below,

Direet ownership  Direct ownership

31 December 2006 30 June 2006
Fengona Absolute Return Real Estae Fund (PARRET} 0.00% T6.61%%
Mugehun Assct Management Pry Limited (MAM) REIREEEN 0.00%

Al ronwolled entities have a June financial year end.

The purchase method of accoumting is uszd 10 account for the acguisition ol contratbed entities by the Group.

Intcrcompany transaciions, balances and unrealised gains on transactions hetween Group companies e
chminated. Unrealised Ipsses are also eliminated unless the transaction provides evidence of' the impairment of the
assel transfereed.  Avcounting pelicies of controlied entities fiave been changed where necessary 1o ensure
consistency with the policies adapsed by the Groep,

Minueity eyuily interests in the sesults snd equity of contralled entities are shown sepatately in the consolidated
financial report.

Recognitien of finnneiat assets

Fimuneial wssels wee initislky mensured ¢l cost on drade date, which intludes wansaction costs, when the related
contractual rights and o obligsiivns exist Subsequent {o initinl recagnition invesunents arec measured as set out
kelow.



MAGELEAN FINANCIAL GROUP LIMITED

Notes to the financial statementis
FOR THE HALF-YEAR ENDED 3! DECEMBER 2006

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued}
{¢) Investments ard ofher fnaociai nssets

Held for tvadding firunciod asyety

Short term trading szeurities are classifiad as held for teading assets und wre reflected at laie value, Gaing or losses
arising from changes in fair value of held for trading finaneial azsets are recognised in the income statement. Held
for truding financiat assets held by the Group are shets-term favestments held by the underlying finds whose
fimoncial report s been consolidated with that of Mapellan Financial Group Limited

Avatable for soie financial asseig

Avatlable for sabe mvestments are 1hose non-denvabive Hnsnesel assets that are deaignated as avalable tor sate.
Afier initial recognition, available for sale investnsents ate imeasueed at fair value with gains or losses being
recopmised as a scparate component of equity until the investment is derecagnised or wnldl the invesiment is
determined to by impaired, ut shich time the cumuintive gain or toss previously reported in equity is recognised in
prefit ar loss,

The tair values of investiments that are actively traded in organised finaneial maskets are determined by reference
w guuted market bid prices at the close of business on the balance zheet date. Far investiments with nu active
murket, fair vilues ure determined using valuation techniques. Such lechnigues inclisde: using recent urm'’s length
market iwansactions, refierency o the current market value of anosher instrument that is substantially the sane,
discaunted cash flow analysis and option priving misxdels meking as much use of available and supportable market
datn a5 possible and keeping judgemental inpats 10 a minimum.

The directers have determined that the fair value of the avuilable for sale investment in Magellan Flagship fungd
Lemuited (3/FF) i8 not the quoted market bid price at the close of business on 31 Derember 2006 but the net
tunuible asseis backing of MET as a1 31 December 2006 of $0.99 per share, 23 reporied w ASX on 11 January
2005, Upon the venipteion of the Entitiement Ofier and Additional Offer in March/April 2007, MFF ardinary
shares held by the Company will earry the sume rights and entitlements as &l other ordinary shares in MFF, and
accerdingly, the fair value of MFF ordinary shares helbd by the Company wait be based on the quoted market hid
prive vl MFEF ordinary shares.

{f} Romwking ol nmuounts

The cempuny is of o kind referred to in Class order 8/0100, issued hy the Australian Securities und Investmenis
Cammission, relating to the “rounding off™ ol amounts in the {inancial report. Amounts in the financial repan| tirve
been rounded ofF in accardance with Dl Class Order to the nearest thousand doliars, in certain cases, the nearesl
dollar,

2] Receivahies

b,
Receivibles muy include amowts receivable from trust distributions, interest ar G8T recoverable trom the
Australion Tax Offive. Thesc smounts are recognised at originel stated amaount less an allowance for uny
uncellectible amounts [nterest is accrued ul the reporting date from the time last payment.

An allowance lor doubufu? debis is made when there is nbicetive evidence thal the Group will nut be ablz 1w collect
its receivables. Bad debis ore written oif when identifiad.



MAGELLAN FINANTIAL GROUP LIMITED

Notes to the financial statements
FOR THE IIALE-YEAR ENDED 31 BECEMBER 2005

3} Pevcmder 20104

3§ Decenihor WHT

ST Soee
3 SECMENT INFORMATION
The nature of the operations and prncipal activities ol by Magellan Finuwial Greup
Limited is Binds managementand it only operutes from one geographic location being
Augrralin.
4 REVENIT
Intereat inceme frar hunks ond tirokers 4L 126
Tividenlincome from impding seconities - %
Managziaent fee ihwone Zal -
Mer (1o5s) on dispesal of pvisilable for sele finanzial pssets (924 -
et pain/(lozsh on dispasal of hz1d for woding finzneinal z3sers 1.534 (35
Marketing Ive incane 120 Il
Tutal revenue 1.:432 11e
5 EXPENSES
Nividends on shon sales - 72
Fuond admiosteation expenses - 18
dManngament fees 123 1372
Responzihle entity fees g "
Avditeis tenwecation Lx] 4t
Profesaional fees 1 113
Direeters remunemtion e 75
Listing aml repisby lees 32 T
Service [zes 233 -
Employee benefits SRS .
ey peneend ond adminsraive oxpeoses 113 201
Total operating expenses 1,503 R
6 INCOMETAX
The mijor componenis of incarme tax 2xpense for the hoalf-vear ended 31 Decomlicr 2606 and 31 Dovembier 2008
Incame stpaement
CHrTEnt incomRe 1
Cunrent meonme 145 chinge - .
Deferred inzome:
Relating ro ariginneicn omd reversa| nf temporney dilTereaces [1:11)] -
tcome tax expensefferedit) reporied in the ineeme statement [LE0} -
7 FINANCIAL ASSETS
1Tolding %a 1Tedding %4 Holding F000'% Hodding £'000'
Avuilable-fuc-cule ul [ub vabue 3 December 2066 30 lupe 2006 31 December 200G 370 June 2006
FAR Meanogement 'ty Limitzd (43 - .00 - 700
Catpz Diemn Capitnt Pry Limined (/) - 18,00 - -
Peron Cagital Ply Limiled {u) - 2400 - -
Cape Leewwin Capital Pty Limiled 21.00 .00 - -
Stanley Fund Managers Awstralin Pry
Limiwd (o} . 24.00 - -
15 Agser Mannnement Pry Limited (o) . 24,00 - -
Mlagellio Flugship Fusd Linited (L} f3] A 18 TRR -
Peipuna Absolute Ketun Kegl Estale
Fund (1) - Tl - 22,149
Wallace Austrpita Cpporunines Fand (a) - HiA - 1,153
24,788 33,2401

() Thess emities wers dispnsed ol doring the paricd 5 ool sonsideration of 83715 millinn
(LY Kefer 1o Nate 2 €2) - availokle for salc foancial assets.




MAGELLAN FINAMCIAL GROUR LIMITED

Motes to the financial statements
FOR TIIE HALF-YEAR CNBED 3t DECEMBER 2016

DIYIDENDS
g the yeara dividend was declaved aod poid of 7 conts per shase of winel 16E vents 1elated te Tiws distiibulions.
The company companent is fully kanked while the Trust eeniponzat is waf wked.

COMRMITMENTE AND CONTINCENCIES
30 December 20068 31 December 2005

Premises and equipment « lcases SOc $060
Within one venr 403 -
Adier one year bt aot mene thian lve vears ol 11 -
Longer than five years 114 -
2,647 -

The Group hos no ciiey comminnems of centdngensicd s a3t Deeomber 20048, Fher: bag been oo
change in the contingent lizhilities sinee the Inst annnnt reporting erind.

CONTRIBUTED EQUITY

31 Dezcmiber 2006 30 June 2005 3| Decombir 2006 30 Jyn; 200G
Numbize ol Shares  Numler ol Shares Lssued Capital Issud Capitel
So00 §000
Equily as at beginning of hal-year 29,258,913 30,365,010 28,163 24,820
Shure ney-lack - {1,136) - RE]
Shares issuet 35,400,00¢ . 3140 -
Trunsetinn cists oo share jsme - - (1,007 470
Erpubty us at 31 Decomber b7 650,533 24,158 033 &, 571 28,163

O 20 Hovember 2006 Magellan Fingnziod Group Limited {ssued 38,4 milfon stapl=) socunities m 2 Ner Tanpible Azsets of
86,575 per share radsing $37.44 millian.

OTTFIONS
A part of e recagitulisaion nf Mlagel ke Finansiad (roup Lionbed, MNew Povalese Hollogs Linited, NFH Funds Py Lioited ond comerstone
inveslors were gronted iniolal the following options.

Mumbher Price § Faipiry dirz
Inmtial Options 19,200,000 E20 ) B 2009
Secantlary Dplious 19,200,000 1,30 A0 Jape 2011

RELATED PARTY DTISCLOSURES

‘Thie fellowing tuble pravides e tolnl amcwnl of transactions that were eolersd inka with reluted parties for the yeded ended 31
Desember 2006

Titormme vaeped

Srom redatud Armeaiity gk ww
My iMe dir Weliad Fory partes refared pariey Shareinofelimg Shirehodeding
Relofed party ‘i sl 5 Muber (I3
M Decembor 2006
* Auvern Funds Management Laimited — » - 42 - -
I Jine 246
* Aurern Funds Manapermem Limdree - - 41 - -

* Responsible Entity

Anrora Funds Manapement Limited (ACN 0926268 875)

[eve] 11, Aorors Phice

54 Pliilip Sreet

Swidnzy MSW 2000

Mugellan Assel Mutagesient 'y Luoilzd, & wholiy ownied subsidiagy of Mogellan Fitancial Group Limited, is the Manager of
MaygzHan Flagship Fond Limired.

Terms and conditicns af ravactions wih vefmnd papios

Sades 1o and purchases freim rolated parties ore made in ani's lengh imnsactions bath ot nermal muckst prices sed oo nommnl
commezreinl terms. Outstanding balances at yzarecnd aze unseeured, imterest free and settlemcnt oozues in cush,



MAGELLAN FINANCIAL GROUP LIMITED

MNotes to the financial statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

12

FRANKING CREDITS 31 Decemtior 2006 3§ Decernber 2005
5000 5000
Opening halanee - -
Frunking credits anising from ax paid Movembe 2006 675 -
Frunking ercdiis on dividend paid November 2006, 29,255,933 (@ 2.3 coms por sharg, {73} -
Fronking aceount bolonee oz ot 31 Decem ber 20406 2 -

EVENTS AFTER THE RALANCE SHELT DATE

Ihe Contpany hos subsstibed for 853 mifion ol capital 10 Magellan Asset Munocemert Py Limsted on 22 Linoary 2007,
Cha 22 lunery 2007 the Compamy annsaunced that it wauld enier inta on motket orading to puechise up 1o

a murximum b B millinn Mogellpn Flaeship Fond (MFF) seencitizs. As attie date of this eeport the

shiarehotdiog in MFE is 26,136,518, including 1,436,618 punchased on markel.

On 13 Februasy 2007 MFG, the Canpmiy, ludped docmneats setiing oul lemmes & conditions of the de
stapling and the winding up of the Mgzl Finoneial Sroup Trust and Share Fuicliase Plan.
This Memerandum niso refers io the smentian o the Company to rsise funher copital in MarchdApeil 2007

CASH AND CASH EQUIVALENTS

Far the g pose of e hulfvenr condzosed cash flow swlement, cash aml cash

equivilents ars comprised of the followiny: 31 Decernher 2006 30 June K4
000G GO0
Cash at bank and in hand 39,847 1,634
Shert wmm depesits 143 -
10,812 1,638




MAGELLAN FINANCIAL GROUP LIMITED
Directors' Declaration

In accordance with a resalution of the directors of Magellan Financial Growp Limiled, I state (hal;
In the apinion of the directors:

{a} the financial statements and notes of the consolidated endity are set oot on pages 4 to 13 are in
aecurdence with the Corporations Azt 2001, including:

(i) give & true and fair view of the financial positien as o1 31 Pecemnber 2006 und the
peformance for the half-vear ended on that date of the eonsolidated entity; and

()] comply with Accounting Standard AASE 134 Interim Financial Reporting, the
Corparations Regularions 2001; and

(b) there are reasonable grounds 1o belicve thut the company will be uble 1o pay ils debts as and when
they become due and payable.

On behalf of the Board

I\ MQ.DQW

Hamish Douglass
Chairman
Sydney

26 February 2007

14
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To the members of Magellan Financial Group Limited (formerly Pengana Hedgefunds Limited)
Report on the Condensed Half Year Financial Report

We have reviewed the accompanying half year [inancial report of Magellan Financial Group
Limited and the entities it controlled during the half year, which comprises the condensed balance
sheet as at 31 December 2006, and (he condensed income statement, statement of changes in equily
and condensed cash flow statement for the half year ended on that date, other selected explanatory
notes and the directors’ declaration.

Directors’ Responsibility for the half year Financial Repor!

The dircctors of the company are responsible for the preparation and fair presentation of the half
year financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Aci 2001. This responsibility includes designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of
the half year {inancial report thal is [fee {rom material misstatement, whether due o fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express a conelusion on the half year financial report based on our revicw.,
We conducted our review in accordance with Auditing Standard on Review Engagements ASRE
2410 Review of an Interim Financial Report FPerformed by the Independent Auditor of the Entity, in
order to state whether, on the basis of the procedures described, we have become aware of any
matter that makes us believe that the financial report is not in accordance with the Corporations Act
200 including: giving a true and fair view of the consolidated entity’s financial position as at 31
December 2006 and its performance for the half year ended on that date; and complying with
Accounting Standard AASB 134 terim Financial Reporting and the Corparations Regulations
2001 and other mandaiory financial reporiing requirements in Australia. As the auditor of Magellan
Financial Group Limited and the cntitics it controlled during the half ycar, ASRE 2410 requires that
we comply with the ethical requirements relevant to the audit of the annual financial report.

A review of a half year financial report consists of making enquiries, primarily of persons
responsible [or financial and accounting matters, and applying analytical and other review
procedurcs, A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.

Independence

In conducting our review, we have complied with the independence requirements of the
Corporations Act 20001, We have given to the directors of the company a written Auditor’s
Independence Declaration, a copy of which is included in the Directors® Report.

Listbiliny limvited by o schemi approved under
Pridessiomal Sqandards Lepislnion



E FRNST & YOUNG

Conclusion
Based on our review, which 1s not an audit, we have not become aware of any matter that makes us
believe that the interim financial report of Magellan Financial Group Limited and the entities it
controlled during the half year, is not in accordance with:
(a) the Corparations Act 2001, including:
{i) piving a true and fair view of the consolidated entity’s financial position as at 31
December 2006 and of its performance for the half year ended on that date; and
(i)  complying with Accounting Standard AASB 134 Interim Financial Reporiing and
the Corporations Regulations 2001; and
(b) other mandalory financial reporting requirements in Australia.

Cirsk ¥\
Emst & Young MB

7

Andrew Price
Partner

Svdney

27 February 2007



Magelian Financial Group Trust

formerly Pengana HedgeFunds Trust
AREN 111 811 582

Condensed Interim Financial Report far the hallyear ended 31 December 2000
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MAGELLAN FINANCIAL GROUP TRUST

Corporate Information
ARSN 111911 892

This interim financial report covers the singlz entity Magellan Financial Group Trust (the Trust) for the period cnded
31 December 2006. The Trust's functional and presentation currency s AUD ($).

A descriplion of the Truat's operations and s prineipal activities is included in the review of operations and activities

in the direclors' Teport on page 3. The directors’ report is unaudited and does not form part of the financial report.

Responsible Entity

Aurora Funds Manapement Limited [ACN 092 626 885)
Level 11, Aurorn PMace

BY Philip Street

Syduey NSW 2000

Dircetors of Responsible Entity
Richard Matthews

Alpsiair Davidson

Hugh Latimer

Simon Lindsay

Oliver Morgan

[Darren Stuart Olney-Fraser
Dronald James Christiz

Fvestmerd Munager

Magellan Aszet Management Pry 1.td
Level 1, 1 Castlereagh Sireet

Sydney NSW 2000

Custadian

BNP Paribus Fund Scrvices Auvstralasia Pty Limited
Level 5, 60 Custlereagh Street

Svdneoy NSW 2000

Anditer

Ernst & Yousg
680 Georpe Streel
Sydney NSW 2000



MAGELLAN FINANCIAL GROUR TRUST

Directors' Report

The directors of Aurora Funds Managemeant Limited thie Responsible Entity of Magellan Financial Group Trust {the Trust) submit
their report for the half-vear ended 31 December 2005,

DIRECTORS

The Directors of the Responsible Entity in office at any time during, or since the end of, the half-year are:

Richard Matthews

Alastair Davidson

Hugh Latimer

Simon Lindsay

OHiver Morgan

David O'Halloran resigned 29 January 2007

Richard Granger resigned 29 January 2007

Darren Stuart Giney-fraser appointed 29 January 2007
Donald JTames Christie appointed 29 January 2007

Scheme Information

Magellan Financial Group Trust was constituted on 1 December 2004 and registered as an Australian managed
investmant scheme on 2 December 2004, The Trast changed ils name from Pengana HedgeFunds Trust fo
Magellan Financial Group Trust on 24 November 2006,

Review and resulis nf operations

The net operating result of Magellan Financial Group Trust is presented in the Income Statement. The Trust derived a prafit/(loss)
attributable to unitholders for the half year ended 31 December 2006 of §330,787 (2005: loss of $37,801).

As at the reporting date the Trust has realised all of its investments, except for Cape Leeuwin Capital Pty Limited which is
expected to declare a final dividend and be disposed of prior to 30 June 2007,

Distributions
1n December 2006 a distribution of 1.61 cents per securily was made, totalling $471,06% (2005:Nil)

Significant Events after Balance Date

On 15 February, 2007 the directors of Magellan Financial Group Limited announced their intentien to de-staple
and wind up the Trust. The details are set out in the Explanatory Memorandum of 15 February, 2007,

AUDITOR'S INDEPENDENCE DECLARATION

The independence declaration from our auditors, Brnst & Young has been obtained and is attached to this report.

Signed in accordance with a resolution of the directors.

Alastair Davidson
Director

Sydney

Sydney, 27 February 2007
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Svdney  SESW 2007

Auditor’s Independence Declaration to the Directors of Magellan Financial
Grouap Traost

In relation to our review of the financial rcport of Magellan Financial Group Trast for the half year
ended 31 December 2006, to the best of my knowledge and belief, there have been no
contraventions of the auditor independence requirements of the Corporations Act 2001 or any
applicable code of professional canduct.

[Feash ¥ \{W"é

Ernst & Young

Andrew Price
Partner

Sydney

27 February 2007

Liability lumited by 2 scheme spproved ander
Protessiom] Standards Legisktion



MAGELLAN FINANCIAL GROUP TRUST

Condensed Income Statement
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Noig
31 December 31 Bacamhber
2006 2065
3 3
Continning operitions
Revenuc 3 705.410 i
Fxpenses .
3 (174,623) (37.801)

Profit / {Lossy attributable to anitholders 530,747 (37801
Distribations

1stribolions 8 (471.069) i
Change in net assets attributable (o wunitholders 59,718 (37.801)




MAGELLAM FINANCIAL GROUP TRUST

Condensed Balance Sheet
AS AT 31 DECEMEBLR 2006

Nrfe
3i December 2006 36 fume 2006
5 X
ASSETS
Cush and cesh equivatenis 583,507 32,825
Olher ussels 22,767 14,184
fnweaiments J Cher Financial Assets 4 24 TOO, b
TUTAL ASSETS 508,238 747,125
LIABILITIES
Trade and other pevabies 548 580 47 143
TOTAL LIABILITIES (exeleding net asscls siributable o
unithelders) 548,580 47,143
NET ASSETS ATTRIBUTABLE TO UNITHOLDERS 20714 600 D50




MAGELLAN FINANCGIAL GROUP TRUST

Condensed Statement of Changes in Net Assefs Attributable to Unitholders
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Met deficit
alivibitable to

nitrhioiders
E)

31 December 2006

Balance at beginning of halfsyear (1G9 @Rl
Transler of unrealised gains on available fer sale investments to prafit {699 580}
Brohl sitnbuteble 10 unilholdees 330,787
Distribution w unithplders (471,009)
As it 31 Preconer 20065 9718
31 December 2045

Balance at heginning ol hall-year

Euss wttribatable to unithollers {37,801)
Asal 31 Depember 2005 [F7, 801



MAGELLAN FINANCIAL GROUP TRUST

Condensed Cash Flow Statement

FOR THE HALF-YEAR ENDED 31 DECEMBELR 2006

Cusl fluws [romn upernting activities

[merest received

Administrative and genern] expenses paid

Net eash Henys from operating nclividies

Cash Rows Trom investing activities

Proceeds on disposal of available fer sale investment

Net cash flows from investinp activities

Cazh lows fram financing activities

Repavment of loan

Mvet cush flows from/(used in) financing activities

Nel inciease / (decreuse) in cash und cash cquivalents

Cash and cash equivalents at the bepinaine of the period

Cash pod ensl eguivalesds nt end of dhe period

3{ Devember
2006
H

31 December
2005
3

5,508

(43,973)

(18.467)

000U

700,006

(108,557)

{108,857)

552,682

12,825

585,507




MAGELLAN FINANCIAL GROUP TRUST

Notes to the financial statements
FOR THE HALF-YEAR ENDED 3| DECEMBER 2006

(i)

(b}

(e}

CORPURATE INFORMATION

The interim Minancial report of Magedlan Financial Group Trust {the Trust) for the half-vear ended 31 December
20046 was authorised [or issue in accordance with a resalution of the directors on 27 Februgey 2007, The Trustis a
regislered managed investment scheme under the Corparations Act 2001, The Trust continued to invest in
accordunce with the Trust's Conastitistion.

The Trust operates in one business segment, being investment munugement, and manapzad s invastment activity
from one geographic location, being Australia.

SUMMARY OQF SIGNIFICANT ACCQUNTING POLICIES

The interim financiul report does not inctude all notes of the type narmally included within the annual financial
report and therefore cannot be expecied o provide us {ull an understanding of the financial performance. financial
position and financing and investing acliviiles of the Trust as the full financiat report.

The half year {inancial report should be read in conjunction with the annual fInancial veport of the Trust as at 30
June 2006,

ft is also recommended that the inierim finunciul repart he considered topether wilh the prospectus issued by
Magellan Financial Group Limitzd on [0 November 2006 and any public announcements made by the Trust
during the period ended 31 December 2006 in accordance with the continuous disctosure obligations arising under
the Corporations Act 2001,

Basis of preparation

‘Fhe interim financial report is a general-purpose financial report, which has been prepared in accordance with the
requirements of the Corporations Act 2001, applicable Accounting Slandards, including AAS 134 Interim
Financial Reporting, and other mandutory prefessional reporting requirements. The interim financial report has
been prepared on o historical cosl basis, cxcept far derivative financial instruments and available-for-sale

investments thal have boen measured at thir value.

The Balance Sheet is prepared on a liquidity basis, Assels und liabilities ure presented in decreasing order of
liquidity and are not distinguished belween current and non-current, Both the function and presentation currency

of the inlerim financial report is in Australian dallars.

Cash and eash equivalents
IFor the purpose of” the condensed cash flow statement, cush und cash cquivalents are as disclosed in the balance
shoet.

Taxation

Under current lepislation, the Trust is not subject to income 1ax provided the unitholders ure presently entitled Lo
the income of Mageblan Financial Group Trest, and the Trust fully distsibutes its taxabte income.



MAGELLAN FINANCIAL GROUP TRUST

Notes o the financial statements
EOR THE HALF-YEAR ENDED 31 DECEMEER 2006

Sowts
3 Dvcemher 2600 31 Liccemboer 2005
s 5
3 REVENUE, INCOME AND EXPENSES
Revenug, Incomnie and Expenses from Continuing Operatinns
) Revenue
Finance revenue 5,508 -
Reulised guin on disposal of ovaifuble far sule invesiment 659,902 -
Tokal 1evenue 705410 -
Drecradfenwn of flndinee revengio;
Hank interest receivable {on kistorical cost basis) 5508 -
(0} ier expenvey
Legal & professional foes 120 907 5000
Respansible entizy fees 29,167 13,891
Complinmee commitles &230 7150
Filing fees 1,627 1,060
Cestody fzas 3820 3,851
Audil & necowntesncy fees {125 4,400
Oher expenzes 1047 2,509
174,522 37,801
4 INVESTYELNTS

Camelel Australia Pry [ invited

Cape Lecuwin Capital Pty Limiled

Percon Capital Pty Limited

Stanley Fand Minagers Australis Py Limited
L5 Asser Managerient Pry Limited

PAR Management Pty Limited

10

3 Ducember M6
K]

A Srime 2006
3

8

24

4
Lol
24
700,000
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MAGELLAN FINANCIAL GRCLIP TRUST

Notes to the financial statements
Fi3IRCFHE HABYY-YEAR ENDED 31 DECEMEBLER 2iHi6

5 UNITS ON ISSUE

3t December 2006 30 June 2006
Mumber af Units  Number of Units
Fpuity as at heginning of lml-year 20 258933 30,395,010
Share huy-Fack - {1,838}
Shires issted 3B.400,000 -
Transaction costs on share fssue -
CEquity ns 2t 31 December 67,658,933 29,258,933

On 20 November 2006 Magedlan Financeat Group Limited issued 384 miliien siapled securivies at an Wet
Tanxible Assats of $0.875 mizing §37.44 miflien.

UPFIONS
As part of the recapilshisation of Wagellan Firancial Group Lilnited, Mew Prividess Holdings Lanited, NFHF Py Limiled and
cornarstone investors werz gromted the following omions,

Mumber Price § Expity <ute
[nitial Optians 19,260,000 1.20 30-June- 2009
Secondary Opténng 19,2000 1.30 30-Junc-201 1

Details nf tha Terms of tha Opstons issuz are cantained in the Explanatey memersndun Jated 13 Cotober 2106,

6 CONTINGENCIES AND COMMITMENTS

The Urust has e contmpent assets, continzend Jiabilities ot commitmenis as ot 31 December 2006,

T EYENTSATTER TIE BALANCE SIIELT DATE
The dircetors have proposed, on 15 February 2007, (o de-stapic the Trust wnit from the Magellan Financial Group Limited share, and
to proceed with the wind-up of the Frust

8 DISTRIBUTIONS
BPuring the year the directors of Magellan Financial Group Limited declared and paid a disuibution/dividend of 7 cents por share of
which | 61 cents related o the Trusd, otalling $471 068,82

9 RELATED IARTILS
There have been o significant changes to the related party transactions diselosed in the last financial report.

The responsible entity of the Trust is Aurora Funds Managemenl Limited The Rezpensible Entity held no units
in thie Scheme dunng the manciat yoear,

Al the date of this repart the diseetindizeel inlerests of she Dhevtors of the Responsible Entity in Magellon
Fmemnetal Group Limitzd stapled scouritics wore as follows,

Richard Mathews aii stapled securities (30 June 2000; 50000
Oliver Morgan 5,000 stapled securities {30 Jure 2006: 23 000}

The Investment Manager ol the Scheme is Magellan Asset Manarement Fty Limited. Previously, the Investinent
Mamsger wiss Pengans Capial Lid

Al inznctions Detween ke Scheme ond reluled puriies have been ot markat value on normal commercial 1orms
and conditions

Inaceardance with the Scheme Constitution, the Responsitle Entity is entitled ta raceive foos for the provision of
services to the Scheme and to be reimborsed for cenain expenditurs incurred in (ke udministraticn of the
Scheme. Fees piid w the Responsible Entity fer the perod were 820167, (yoar (o 20 Junz 2006:541,391)

Duriap e pesiad e Respunzible Entity incuned vestam expense on behalf of the Scheme For which il wes
risimbrses] inchuling expenses relaung o the recspilalisation.

"



MAGELLAN FINANCIAL GROUP TRUST

Dircctors' Declaration

in accordance with 1 resalution of the directors of Aurora Funds Management Limited, the
responsible entity of Mugcellan Financial Group Trust, [ state that:

in the opinion of the directors:

{a) the financial statements and notes of the Trust are in accordance with the Corporarions Act 2001,

including;

{n give a true and fair view of the Trust's financial position as at 31 December 2006 and
its peelormance for the hatfeyear ended on that date; and

(ii) comply with Accounting Standard AASB 134 [nterim Financial Reporting and the
Corporations Regufations 2001 and

(b) there are reasonable grounds to believe that the Trust will be able to pay its debts as and when they

become due and payable,

Ot behalf of the Board

Aurora Funds Management Limited

Alastair Davidson
Director

Svdney, 27 February 2007
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To the unitholders of Magellan Financial Group Trust (formerly Pengana Hedgefunds Trust)

Report un the Condensed Half Year Financial Report

We have reviewed the accompanying half year financial report of Magellan Financial Group Trust
{the Scheme), which comprises the condensed balance sheet as at 31 December 2006, and the
condensed income statement, statement of changes in net assets attributable to unitholders and
condensed cash flow statement for the half ycar ended on that date, other selected explanatory
notes and the directors’ declaration.

Directors’ Responsibility for the half year Financial Report

The directors of Aurora Funds Management Limited (the Responsible Entity) are responsible for
the preparation and fair presentation of half year financial report in accordance with Australian
Accounting Standards (including the Australian Accounting Interpretations) and the Corporations
Aect 2001. This responsibility includes designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the half vear financial report that is free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and muking accounting estimates that are reasonable in the circumstances.

Auditor s Responsibilify

Our responsibility is to express a conclusion on the half year financial report based on our review,
We conducted our review in accordance with Auditing Standard on Review Engagements ASRE
2410 Review of an Interim Financial Report Pevformed by the Independent Auditor of the Entity, in
order to state whether, on the basis of the procedures described, we have become aware of any
matter that makes us believe that the financial report is not in accordance with the Corporations Act
200! including: giving a true and fair view of the Scheme’s financial position as at 31 December
2006 and its performance for the half year ended on that date; and complying with Accounting
Standard AASB 134 fnterim Finuncial Reporting and the Corporations Regulations 2001 and other
mandatory financial reporting requirements in Australia. As the auditor of Magellan Financial
Group Trust, ASRE 2410 requires that we comply with the ethical requirements relevant to the
audit of the annual financial report.

A review of a half year financial report consists of making enquirics, primarily of persons
responsible for [inancial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in aceordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.

Independence

In conducting our review, we have complied with the independence requirements of the
Corporations Act 2007, We have given to the directors of the Responsible Entity a writien
Auditor’s Independence Declaration, a copy of which is included in the Directors’ Report.

Liabiliny lamited by o oscheme approved under
Profiessional Standurds Legislation



S FRMST & YOUNG

Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the interim financial report of Magellan Financial Group Trust is not in accordance
with:
(a) the Corporations Act 2001, including:
(1) giving a truc and fair view of the Scheme’s financial position as at 31 Decenber
2006 and of its performance for the half year ended on that date; and
(1)  complying with Accounting Standard AASR 134 Interim Financial Reperting and
the Corporations Regulations 2001; and
(b)  other mandatory financial reporting requirements in Australia

Feasy ¥ \{LU/S

Emst & Young

Andrew Price
Partner

Sydney

27 February 2607



