HOMEELOANS LIMITED

A.C.N. 095 034 003

FINANCIAL STATEMENTS

30 JUNE 2603



HOMELOANS LIMITED

A.C.N. 095 034 003

CONTENTS
DIRECTORS’ REPORT w..oooivvtmvciuricsmsisicamsssisssessss s vsmssssssasssesssessis s sessss s vsmssbossnsstosssesssssssesas s ovsnasss 1
FINANCIAL INFORMATION L...cooiciiurmiemacimmentisnseniasseeess s seamsatisesesisssecesss st s nsissesesassecosics 10
INDEPENDENT AUDIT REPORT ... ...iiiiiiiiiiiiiiiii i 51

DIRECTORS DECLARATION



HOMELOANS LIMITED
A.C.N. 895034 003

DIRECTORS’ REPORT

Your directors submit their report for the year ended 30 June 2005,

DIRECTORS

The names and details of the directors of the company in office during the financial vear and uniil the date of
this report are as follows. Directors were in office for this entire period unless otherwise stated.

Names, gualifications, experience and special responsibilities

Wiiliam John Conn, OAM

Timothy Alastair Holmes

Robert Peter Salmon

Desmond Lee Speakman

Robert Norman Scott

Non-Executive Chairman (Resigned 36 June 2603}

Appointed 14 November 20060 until his resignation from the Board on
30 June 2003. Bill Conn has been involved in lovestment
Banking for the past 33 years. He is a director of a number of
companies including Grand Hotel Group, Australian Springwater
Company, ACL Holdings Limited {Hong Kong), Village Roadshow
and Becton Construction. He is also a consultant to Merrill Lynch.

Executive Director of the Company who has been appointed Chairman
as at 1 July 2003 with the resignation of Bill Conn. Tim Holmes has
35 years experience in the finance and banking industry and is a
former Vice Presidemt of The WA Chamber of Commerce and
Industry, a Fellow of the Company Directors Association, and
Honorary Consul of Austriz in WA. He is alsc the former
International President of the Young President’s Organisation.

Executive Director of the Company with 33 years experience in the
finance and banking industry. Rob was an executive for leading fund
manager Armstrong Jones from 1976 until [985. In 1985, he joined
with Tim Holmes to establish International Financing and Investment
Pty Lid, the predecessor to Homeloans Limited.

Non-Executive Director (Resigned 30 June 2003)

Appointed 13 November 2000 until his resignation from the Board on
30 June 2003. Desmond Speakman has 20 years experience in the
advertising industry. He has previously held the positions of CEO and
Joint Chairman of The Campaign Palace, Chairman of Adidas
Australia and Non-Executive Director of S.8mith & Son. He
currently serves as a Non-Executive Director of Australian
Springwater Company. Des is also CEO of Whybin TBWA.

Non-Executive Director

Appointed 9 November 2000 Rob is a Chartered Accountant with over
36 years experience. Rob was an [nternational Partner with Arthur
Andersen. After retiring in 1993, Rob now consults on taxation to
Perth based Goeoding Pervan Chartered Accountants. He is the
Chairman of publicly listed Amadeus Energy Ltd.
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DIRECTORS’ REPORT {Continued)

Andrew Robert Pridham

Company Secretary

Jennifer Murray

Non-Executive Director {Appointed {6 April 2003} Andrew was
previously Global Head of Real Estate with UBS Warburg and prior
to that Managing Director Corporate Finance for UBS Warburg
Australasia, during which time he was responsible for developing
unique property funding technigues and innovative products. He is
Chief Executive Officer of corporate advisory firm Grange First
Provident and is also a director of Sydney Swans Limited.

Jennifer Murray was appointed company secretary to Homeloans Ltd
oh 9 November 2006. She is a Chartered Secretary and has over 20
years experience in providing corporate secretarial services for both
public and proprietary companies.

She is presently the Senior Manager, Corporate Secretarial Services
for Perth based Gooding Pervan Chartered Accountants.

Interests in the shares and options of the company and related bodies corporate

As at the date of this report, the interests of the directors in the shares and options of Homeloans Limited

WETE:

Ordinary Shares Options ever
Ordinary shares

T. A. Holmes 8,776,281 -
R. P Salmon 8.665,366 -
R. N. Scott 1,488,822 360,600
A, R. Pridham {(appointed {6/4/03} 2,455,693 -
EARNINGS PER SHARE
Cents

Basic Earnings Per Share {40.01)
Diluted Earnings Per Share (40.01)
DIVIDENDS

Cents per share $’600
Final dividend recommended
. On ordinary shares {2003) -
Dividends paid in the vear:
. Interim dividend {2603} on ordinary shares (2 596
» Final dividend {2002) on ordinary shares 2.5 [,242

{838
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DIRECTORS’ REPORT {Continued)

CORPORATE INFORMATION

Ceorporate structure

Homeloans Limited is a company limited by shares that is incorporated and domiciled in Australia. The
Company was incorporated on 9 November 2060 with the issuance of 25,000,006 shares to the Unitholders
in the [F&I Securities Unit Trust and acquisitions of the business (including assets and liabilities) of IF & |
Securities Pty Lid {as trusteg for the IF & [ Securities Unit Trust), Anedo Pty Lid {as trusice for the Anedo
Unit Trust} and various IFI group entities. On {9 March 2001, Homeloans Limited shares commenced

trading on the Australian Stock Exchange.

Homeloans Limited has prepared a consolidated financial report incorporating the entities that it controlled
during the financial vear.

Nature of eperations and principal activities

The principal activities of Homeloans Limited and its consolidated subsidiaries were mortgage originators
and managers of home loan mortgages for a number of financiers. 'The principal activities were conducted
under the brand names Homeloans Limited, Access Home Loans and FAI Home Loans. As of the balance
date, the Company has mortgage origination and management agreements with Adelaide Bank Limited,

Origin Mortgage Management Services, ING Bank {Australia) Limited, Residential Mortgage Trust and
other institutions.

Employees

The consolidated entity employed 185 employees as at 30 June 2003 {2602: 197 employees).

RESULTS OF OPERATIONS

Review

A review of operations of the consolidated entity during the financial vear, the resulis of those operations,
the changes in the state of affairs and the likely developments in the operations of the consolidated entity are
set out in this Report.

Operating results for the Year

The consolidated entity loss after providing for income tax for the financial year was $20,225,510,

(2002: profit of $4,676,938).

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

No significant changes.
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DIRECTORS’ REPORT {Continued)

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

Homeloans Lid has received a stamp duty assessment from the Western Australian Office of State Revenue
for $1.7 million. The assessment related to the transfer of the assets of IF & [ Securities Pty Ltd as trustee
for the IF & | Securities Unit Trust to Homeloans Limited on its inception in December 2000.

Homeloans Lid will appeal this assessment as it is of the view that it is not correct.

The assessment is payable in instalments over the next 6 months. To the extent that our appeal is uitimately
unsuccessful the assessment will have minimal impact upon Homeloans Lid’s reported earnings and
operating cash flow.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

Other than as referred to in this report, further information as to likely developments in the operations of the
consolidated entity would, in the opinion of the directors, be likely to result in unreasonable prejudice to the
consolidzied entity.

SHARE OPTIONS

Unissued shares

As at the date of this report, there were 3,420,006 unissued ordinary shiares under options. Refer to note 17
of the financial statements for further details of the options outstanding.

Option holders do not have any right, by virtue of the option, to participate in any share issue of the company
or any related body corporate or in the interest issue of any other registered scheme.

No shares were issued as a result of the exercise of options during the vear under review. No shares have
been issued as a result of the exercise of options since the end of the financial vear to the date of this report.
INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

Buring or since the financial vear, the company has paid premiums in respect of a contract insuring all the
directors of Homeloans Limited against a liability incurred in their role as directors of the company, except
where:

{a}  the liability arises out of conduct involving a wilful breach of duty; or

(b} there has been a contravention of Sections 182 or 183 of the Corporations Act 2001,

as permitied by section 199B of the Corporations Act 2001,

The total amount of insurance contract premiums paid was $35,111.
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DIRECTORS’ REPORT {Continued)
INTERESTS IN CONTRACTS OR PROPOSED CONTRACTS WITH THE COMPANY

During or since the financial vear, no director has had any interest in a contract or proposed contract with the
company being an interest the nature of which has been declared by the director in accordance with Section
3006411 }{d) of the Corporations Act 2001,

DIRECTORS’ AND OTHER OFFICERS’ EMOLUMENTS
Remuneration policy

The Remusneration Committee of the Board of Directors is responsible for determining and reviewing
compensation arrangements for the directors and the Executive Team. The Remuneration Committee
assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis by
reference to relevant employment market conditions with the overall objective of ensuring maximum
stakeholder benefit from the retention of a high quality Board and Executive Team. Such officers are given
the opportunity to receive their base emolument in the form of cash and fringe benefits.

To assist in achieving these objectives, the Remuneration Committee links the nature and amount of
executive directors” and officers” emoluments to the company’s financial and operational performance.

Details of the nature and amount of each element of the emoluments of each director and the executive
officers of the company and the consolidated entity are as follows:

Emoluments of directors of Homeloans Limited

Annaal Emoluments Long Term Emoluments
Base Fee Cither Super- Cptions
Fncluding CHTHAITOR Cranted
Amor tixe;i During the Total
year ended
Cost of 3 June
Options 2003
§ § s No §
W. 1. Conn 76,000 25,548 - - 95,548
T. A. Holmes 200,000 4,860 18,000 - 222,860
R. P. Salmon 200,060 4.860 {8,000 - 222,860
0. L. Speakman 35,000 11,688 - - 46,688
R. N. Scott 42,560 11,688 - - 54,188
A. R. Pridham 5.833 - - - 5,833




HOMELOANS LIMITED 6
A.C.N. 895034 003

DIRECTORS’ REPORT {Continued)

Emoeluments of the five meost highly paid executive officers of the company and the consolidated entity

Annaal Emoluments Long Term Emolaments
Buase Fee Other Super- Options
Includine CHRHAHON Granted
g During the Total
Amortised year ending
Cost of 30 June 2003
Options
§ § § No $
G. Driscoll 152,095 {2,732 13,689 - 178.516
1. Forbes 175.534 2,420 {5,798 - 193,752
§. McGee 296,750 88,899 26,707 - 412,356
P. Sealy 141,809 5.789 {2,763 - 160,361
J. Smith 232,279 21,457 20,903 260,600 274,641

The terms “director’ and “officer” have been treated as mutually exclusive for the purposes of this disclosure.

The elements of emoluments have been determined on the basis of the cost to the company and the
consolidated entity.

The company has adopted the fair value measurement provisions of ED {08 “Share-based Payment”
prospectively for all options granted to directors and relevant executives, which have not vested as at { July
20062, The fair value of such grants is being amortised and disclosed as part of director and executive
emoluments on a straight-line basis over the vesting period. No adjustiments have been or will be made to
reverse amounts previously disclosed in relation to options that never vest (l.e, forfeitures). in the 2001
financial year, the company disclosed the fair value of option grants but did not allocate those values over
the vesting period. Rather, the full fair value of the grant was disclosed as an emolument in the vear of the
grant.

As a result, included in the amounts disclosed above as option grant emoluments in relation to the 2003
financial year, are amounts related to options that vesied during or over the 2003 financial year, which were
granted and therefore disclosed as part of emoluments in prior years as well. This is a one-off result of
transitioning to allocation of such amounis to emoluments over the vesting period rather than discloswre of
the full amount as emoluments in the year of the grant.

From | July 2002, options granted as part of director and executive emolumenis have been valued using a
Black-8choles model, which takes account of factors including the option exercise price, the current level
and volatility of the underlying share price, the risk-free interest rate, expected dividends on the underlying
share, current market price of the underlying share and the expected life of the option. A discount has been
applied to take account of factors that the Black-Scholes model does not consider, such as restrictions on the
transferability of the options.
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Executives are those directly accountable and responsible for the operational management and strategic

direction of the company and the consolidated entity.

DIRECTORS® MEETINGS

During the year 14 directors” meetings were held, 3 Audit Committee meetings and the Remuneration
Committee met once. The number of meetings attended by each director were as follows:

Directors’ Meetings Audit Commitiee Remuneration Committee
No. of N of No. of
meetings Meetings meetings held Meetings meetings Meetings
held while attended while in office attended held while attended
in oftice in office
W. J. Conn 14 13 3 2
T. A. Holmes 14 14
k. P. Salmon 14 14 3 3 1 )
D 1. Speakman 14 i4 1 i
R.N. Scott 14 14 3 3
A. R, Pridham Ha 1"
Notes

~ AL R Pridham attended the only directors” meeting held since his appointment to the Board.

Signed in accordance with a resolution of the directors

Timothy A. Holmes
Executive Chairman

Melbourne, 25 September 2003
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CORPORATE GOVERNANCE STATEMENT
FOR THE YEAR ENDED 36 JUNE 2003

The Board of Directors of Homeloans Limited is responsible for the corporate governance of the consolidated entity.
The Board guides and monitors the business and affairs of Homeloans Limited on behalf of the shareholders by whom
they are elected and to whom they are accountable.

To ensure the Board is well equipped to discharge its responsibilities, i has established guidelines for the nomination
and selection of directors and for the operation of the Board.

Composition of the Board
The composition of the Board is determined in accordance with the following prineiples and guidelines:

* the Board should comprise at least four divectors, which is currently considered appropriate given the current size
and business scope of the company,

» the Board should comprise directors with an appropriate range of gualifications and expertise; and

¢ the Board shall meet at least monthly and follow meeting guidelines set down to ensure all directors are made aware
of, and have available all necessary information, to participate in an informed discussion of all agends items.

The divectors in office at the date of this statement are:

Name Position

T. A. Holmes Executive Chairman

R. P. Salmon Managing Director

A. R, Pridham Non - Executive Director
R. N, Scott Non - Executive Director

Nomination Commitiee

The Board has formed a Nomination Commitlee, 10 ensure that the Board continues to operate within the established
guidelines, including when necessary, selecting candidates for the position of director. Given the size of the company,
the Nomination Committee will comprise of the current Board of Directors. The Nemination Committee comprised of
the following members since its formation on 29 April 2003:

W.J. Conn (resigned 30 June 2003)

T.AHolmes

R.P>Salmon

D.1.. 8peakman (resigned 30 June 2003)

RN Scott

AL R, Pridham {appointed 16 April 2003}

Remuneration Committee

The Board is responsible for determining and reviewing compensation arrangements for the directors themselves and
the Executive Team. The Remuneration Commitiee comprised of Mr D Speakman (commiitee chairman resigned 30
June 2003 and Mr R P Salmon but will inelude the full Board from 1 July 2003,

Audit Committee

The Board has established an Audit Committee, which operates under a charter approved by the Board. It is the Board's
responsibility to ensure that an effective internal control framework exists within the entity. This includes internal
controls to deal with both the effectiveness and efficiency of significant business processes. This includes the
safepuarding of assets, the maintenance of proper accounting records, and the reliability of financial information as well
as non-financial considerations such as the benchmarking of operational kev performance indicators. The Board has
delegated the responsibility for the establishment and maintenance of a framework of internal control and ethical
standards for the management of the consolidated entity to the Executive Team of the company under the guidance of
the Audit Commitiee.
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The committee also provides the Board with additional assurance regarding the reliability of financial information
for inclusion in the financial reports. The Audit Committee comprises non-executive director RN.Scott{chairman),
W.J. Conn and R.P. Sslmon for the vear ended 30 June 2003, From 1 July 2003, T.A Holmes replaces W Conn.

Boeard Respensibilities

As the Board acts on behalf of the shareholders and is accountable to the sharcholders, the Board seeks to identify the
expectations of the sharcholders as well as other regulatory and ethical expectations and obligations. In addition, the
Board is responsible for identifving arcas of significant business risk and ensuring arrangements are in place o
adequately manage those risks. The Board seeks to discharge these responsibilities in a number of ways.

The responsibility for the operation and administration for the consolidated entity is defegated by the Board to the
Manaping Director and the Executive Team. The Board ensures that this team is appropriately qualified and
experienced to discharge their responsibilities and has in place procedures to assess the performance of the Managing
Director and the Executive Team.

The Board is responsible for ensuring that management’s objectives and activities are aligned with the expectations and
risks identified by the Board. The Board has a number of mechanisms in place to ensure this is schieved. In addition to
the establishment of the committees referred o above, these mechanisms include the following:

o Board approval of a strategic plan, which encompasses the entity™s vision, mission and strategy statements,
designed to meet stakeholders™ needs and manage business risk;

o the strategic plan is a dynamic document and the Board is actively involved in developing and approving
initiatives and strategies designed to ensure the continued growth and sueccess of the entity;

o implementation of operating plans and budgets by management and Board monitoring of progress against
budget ~ this includes the establishment and monitoring of key performance indicators (both financial and non-
financial) for all significant business processes;

o procedures to allow directors, in the furtherance of their duties, 1o seek independent professional advice at the
company’s expense;

o the Board Is responsible for the review and approval of acquisitions and disposals of businesses and assets,
and the approval of contracts and financing arrangements within defined limits.

Monitoring of the Board's Performance and Commanication te Shareholders

In order to ensure the Board continues to discharge its responsibilities in an appropriate manner, the performance of all
directors Is reviewed annually by the chairperson.

The Board of Directors aims to ensure that the shareholders, on behalf of whom they act, are informed of all
information necessary 1o assess the performance of the directors.  Information Is communicated to the sharcholders
through:

» the annual report which is distributed to all shareholders;

» the halfvearly report circulated to the Australian Stock Exchange Limited and the Australian Securities Investment
Commission; and

+ the annual general meeting and other meetings so called to obtain approval of Bosrd action as appropriate.

* Continuous disclosure to the ASX and financial markets of information which may have an impact on the share
price.
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FINANCIAL INFORMATION

HOMELOANS LIMITED AND CONTROLLED ENTITIES
STATEMENT OF FINANCIAL PERFORMANCE FOR YEAR ENDED 30 JUNE 2603

REVENUES FROM ORDINARY
ACTIVITIES

Salaries and
expense
Commissions and valuation fees
Consultancy and Corporate Affairs
Depreciation and amortisation
Borrowing costs

Advertising expenses

Occupancy costs

Portfolio management fees

Printing and Stationery

Telephone costs

Insurance

Write off of deferred brand
awareness expenditure

Write off of Goodwill attributable
to the acquisition of [F&I Securities
Other expenses from  ordinary
activities

employee benefits

PROFIT FROM ORDINARY
ACTHIVITIES BEFORE
INCOME TAX EXPENSE

INCOME TAX EXPENSE
RELATING TO ORDINARY
ACTIVITIES

PROFIT FROM ORDINARY
ACTIVITIES AFTER
INCOME TAX EXPENSE
ATTRIBUTABLE TO
MEMBERS OF HOMELOANS
LIMITED

Increase/(decrease} in retained
profits on adoption of revised
accounting standard AASB 1028
“Employee Benefits”

Notes

Bt

Lad Lax

Lad

Lad

Consolidated Homeloans Limited
2803 2802 2803 2802
h h h h
36,928.206 34089459 34,816,751 25,013,189
12,921,543 11,870,921 12,526,750 10,360,856
6,375,048 4,265,891 4,981,336 3,689,181
351,108 511,356 349,466 520,920
2.829.695 2,756,367 2,060,991 1,925,911
691,630 373914 644,332 371,944
2,793,898 838,918 2,782,462 833,308
1,640,565 1,484,389 1,657,374 1,241,483
1,623,349 1,564,153 - -
474,760 424,435 444,772 391,693
1,634,924 834,831 1,665,523 702,181
392215 483,693 384,713 316,886
- 1,496,176 - 1,496,176
22.490.072 22.490.072
1,635,900 1,479,475 1,350,957 1,086 542
(18,325441) 5,704 540 (15,807,997} 2,063,108
1,900,069 1,034 602 2,416,857 1,037,049
(20,225,510 4,670,938 (18,224,854} 1,026,059
(15.016) {15,016}
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
STATEMENT OF FINANCIAL PERFORMANCE FOR YEAR ENDED 30 JUNE 2603

Consolidated Hemeloans Limited
2003 2402 2063 602
Notes 3 $ $ $
TOTAL CHANGES IN
EQUITY OTHER  THAN
THOSE RESULTING FROM
TRANSACTIONS WITH
OWNERS AS OWNERS
ATTRIBUTABLE TO
MEMBERS OF HOMELOANS
LIMITED (20,240,526) 4670938 (18239.870) 1,026,059
Basic earnings per share 24 (40.00)cents  11.05 cents

Diluted earnings per share
24 (40.01) cents 11.05 cents
tinfranked Dividend per share 5 1.2 cents 7.5 cenis
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2003

CURRENT ASSETS
Cash assets
Receivables

Prepaid Expenses

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Prepaid expenses
Investments

Plant and equipment
Intangibles

Recelvables

TOTAL NON-CURRENT
ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Payables

Non interest bearing liabilities
Unearned revenue

Interest bearing Habilities
Provisions

TOTAL CURRENT
LIABILITIES

NON-CURRENT LIABILITIES

Deferred income tax Habilities
Unearned revenue

lnterest bearing liabilities
Non interest bearing liabilities

TOTAL NON-CURRENT
LIABILITIES

TOTAL LIABILITIES

NET ASSETS

Notes

&
7

NG =3

—

12

13

14
15
16

14
15

13

Consolidated Homeloans Limited
2803 2802 2803 2002
h h h h

672,227 (181,569 5,103 93,929
9,779,524 8,905,496 6,871,649 5,815,874
7,246,303 5,103,534 6,151,370 4,340,908
P7.701,054  {5,200.593 13,627,522 10250711
19.084,171 {1,287.440 15,862,155 9,246,705
- - (9,701,881 23,789,042
1,874,120 {857,731 1,803,207 1,746,052
16,631,026 45357869 - 23,787,576
1,606,435 2,961 804 1,664,435 2,989,706
39,195,752 61,494,846 38.511.678 61,559.081
56,896,806 76,695,439 51,839.200 71,809.792
3,433,883 3,183,364 3,169,733 2,421,928
- 2,044, 862 - 5,051,237
2,350,970 {,607,777 1,892,898 1,347,780
1,098,009 975,748 1,916,539 975,748
555,304 455 481 553,903 439934
8,038,165 8,267,172 7,633,573 10,236,627
3,729,557 {841,652 3,798,084 1,381,230
6,039,376 3,958,968 5,119,771 3,266,880
7,950,751 3,431,493 7,950,751 5,431,493
- 2,916 667 2,916,667
17.716,684 (4,148,780 16,868,606 12,996,270
25.7757.84% 22 415,952 24 562179 23,232.897
31,138,957 54279487 27437021 48,576,895
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HOMELOANS LIMITED AND CONTROLLED ENTITI ES
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2003

Nofes Consolidated Homeloans Limited
2003 2002 2003 2002
§ § § §
EQUITY
Contributed egnity {7 48,624,215 49,686,343 48,624,215 49, 686,343
Retained profits/{accumulated 18 (17,483,258) 4,593,144 (21,187,194} (1,109,448)
losses)

TOTAL EQUITY 31,138,957  54,279.487 27,437,621 48,576,895
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 36 JUNE 2063

CASH FLOWS FROM
OPERATING ACTIVITIES

Receipts from customers

Payments to suppliers and

employees

Interest received

Borrowing costs

Taxation Paid

NET CASH FLOWS
FROM/USED IN
OPERATING ACTIVITIES

CASH FLOWS FROM
INVESTING ACTHVITIES

Payment for trailing
commissions/loan bock

L.oan to other entities

Loan repaid by other entities

Purchase of property, plant and

equipment

Rental Bond

Residential Mortgage set up costs

Acquisition of business entities

NET CASH FLOWS USED IN

INVESTING ACTIVITIES

CASH FLOWS FROM

FINANCING ACTIVITIES
Proceeds from issue of Shares
Payment of share issue costs
Payment for share buy back
Proceeds from borrowings
Repayment of borrowings
Payment of dividends

NET CASH FLOWS FROM
FINANCING ACTIVITIES

Notes

19(a)

19{e)

i4
Consolidated Homeloans Limited
2803 2802 2803 2002
h h Y hY
41,980,393 35,656,528 24,790,173 22,017388
(40,252,747  (34.937,824) (32,814,324} (28,345,689
99 494 77,002 4602 45,589
{579,088) (373.5{4) {500,985} (371.944)
{6,041) {22.000) (5,359) -
1,242 616 399 792 (8,586,693} (6,654,256)
- (3,952,925 - {3,952,925)
{125,000) - {125,000} -
360,000 - 340,600 -
(760,933 (146,526) {760,933 {133,584)
(50,000) {50,000}
{636,506) {636,506}
(R806,924) (10,869,500) {806,924}  (10,869,500)
(2,079.363) (14,968.951) (2079363}  (14,956.009)
326,365 11,000,004 326,365 11,000,004
(414,855 {414,955)
(1,382,102) {8,060 (1,382,102} (3,000)
4,625,378 5,019,315 14,665,262 12,638,514
(2,121,259 {2,029,663) (2,121,259 (2,029,663)
(1,837.876) (581,161 (1,837,876} {591,161
{389,494) (2,875,536 9,650,390 20,564,731
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HOMELOANS LIMITED AND CONTROLLED ENTITIES

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 36 JUNE 2063

Notes Consolidated Homeloans Limited
2803 2802 2803 2002
h h Y hY

NET {DECREASEYINCREASE
IN CASH HELD £1,226,841) (1,593,623} (1,015,666) {1,015,534)
Ogpening cash brought forward 1,191,569 2,785,192 93,929 {,109.463
CLOSING CASH CARRIED

FORWARD 19(b) {3527 1,191,569 {921,737 83,529
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Basis of accounting

The financial report is a general-purpose financial report, which has been prepared in accordance with the
requirements of the Corporations Act 2001, which includes applicable Accounting Standards.  Other
mandatory professional reporting requirements {Urgent issues Group Consensus Views) have also been
complied with.

The financial report has been prepared in accordance with the historical cost convention, except for listed
shares which are valued at net market value as described in note {f).

by  Changes in Accounting Pelicy

The accounting policies adopted are consistent with those of the previous vear except for the accounting
policies for employee benefits.

[i] Employee benefits

The consolidated entity has adopted the revised Accounting Standard AASB 1028 “Employee Benefits”,
which has resulted in a change in the accounting policy for the measurement of emplovee benefit liabilities.
Previously, the consolidated entity measured the provision for employee benefits based on remuneration
rates at the date of recognition of the Hability. In accordance with the requirements of the revised Standard,
the provision for employee benefits is now measured based on the remuneration rates expected to be paid
when the Hability is settled. The effect of the revised policy has been to decrease consolidated retained
profits and increase employee benefit liabilities at the beginning of the vear by $15,016.

A reduction has been made to retained profits at 30 June 2002 on adoption of revised accounting
standard AASB 1028 “Employee Benefits” totalling $15.,016.

<) Prineiples of eonsolidation

The consolidated financial statements are those of the consolidated entity, comprising Homeloans Limited
(the parent entity} and all entities, which Homeloans Limited controlled from time to time during the vear
ended 30 June 2003 and at balance date.



HOMELOANS LIMITED i7
A.C.N. 895034 003

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

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Information from the financial statements of subsidiaries is included from the date the parent company
obtains control uatit such time as control ceases. Where there is loss of control of a subsidiary, the
consolidated financial statements include the results for the past of the reporting period during which the
parent company has control.

Subsidiary acquisitions are accounted for using the purchase method of accounting.

The financial statements of subsidiaries are prepared for the same reporting period as the parent entity, using
consistent accounting policies. Adiustments are made to bring info line any dissimilar accounting policies,

which may exist.

All intercompany balances and transactions, including unrealised profits arising from intra-group
transactions, have been eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.

d}  Cash and cash equivalents
Cash on hand and in banks and short-term deposits are stated at the lower of cost and net realisable value.

For the purpose of the statement of cash flows, cash includes cash on hand and in banks and money market
investments readily convertible to cash within 2 working days, net of outstanding bank overdrafts.

Bank overdrafts are carried at the principal amount. Interest is charged as an expense as it accrues.

€) Receivables

Trade receivables are recognised and carried at original invoice amount less a provision for any uncollectable
debts. An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad

debts are written-off as incurred.

Receivables from related parties are recognised and carried at the nominal amount due. Interest is
taken up as income on an accrual basis.

Bills of exchange and promissory notes are measured at the lower cost and net realisable value.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043

1. SUMMARY OF SIGNIFECANT ACCOUNTING POLICIES (Cont’d)
) {nvestments

Listed shares held for trading are carried at net market value. Changes in net market value are recognised as a
revenue or expense in determining the net profit for the period.

Where listed shares have been revalued, any capital gains tax which may become payable has not been taken
into account in determining the revalued carrying amount. Where it is expected that a liability for capital
gains tax exists, this amount is recognised in the net profit for the reporting period.

Non-current debentures are carried at amortised cost. Amortised cost is calculated by taking into account any
discount or premium on acquisition. Interest is recognised on an effective vield basis.

lnvestments in associates are carried at the lower of the equity-accounted amount and recoverable amount in
the consclidated financial report.

All other non-current investments are carried at the lower of cost and recoverable amount.

g} Recoverabie amount

Non-current assets measured using the cost basis are not carried at an amount above their recoverable
amount, and where a carrying value exceeds this recoverable amount, the asset is written down. In
determining recoverable amount, the expected net cash flows have been discounted to their present value
using a market determined risk adjusted discount rate of 6.5%.

h}  Plaat and equipment

Cost andd valuation

ltems of plant and equipment are measured at cost.

Depreciation

Depreciation is provided on a straight-line basis on all plant and equipment.

Major depreciation periods for plant and equipment are 3 to 135 years.

i) Leases

Leases are classified at their inception as either operating or finance leases based on the economic substance
of the agreement so as to reflect the risks and benefits incidental to ownership.

Operating leases

The minimum lease payments of operating leases, where the lessor effectively retains substantially all of the
risks and benefits of ownership of the leased item, are recognised as an expense on a straight-line basis.

Contingent rentals are recognised as an expense in the financial year in which they are incurred.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cent’d)

The fease incentive liability in relation 1o the non-canceliable operating lease is being reduced on an imputed
interest basis over the lease term (5 years} at the interest rate implicit in the lease.
Finance leases

Leases which effectively transfer substantially all of the risks and benefits incidental to ownership of the
leased item to the consolidated entity are capitalised at the present value of the minimum lease payments and
disclosed as property, plant and equipment under lease. A lease liability of egual value is also recognised.

Capitalised lease assets are depreciated over the shorter of the estimated useful life of the assets and the lease
term. Minimum lease paymenis are allocated between inferest expense and reduction of the lease liability

with the interest expense calculated using the interest rate implicit in the lease and charged directly o profit
and loss.

The cost of improvements to or on leasehold property is capitalised, disclosed as leasehold improvements,
and amortised over the unexpired period of the lease or estimated useful lives of the improvements,
whichever is the shorter.

i Goodwill

Goodwill represents the excess of the purchase consideration over the fair value of identifiable net assets
acquired at the time of acquisition of a business or shares in a controlled entity.

Goodwill is amortised on a straight-line basis over the period during which benefits are expected to be
received. This is taken as being 20 years.

k)  Trade and other payables

Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration
to be paid in the future for goods and services received, whether or not billed to the consolidated entity.

Payables to related parties are carried at the principal amount. Interest, when charged by the lender, is
recognised as an expense on an accruals basis.

1) Loans and berrewings
All loans are measured at the principal amount. Interest is charged as an expense as it accrues.

Finance lease Hability is determined in accordance with the requirements of AASB 1008 “Leases™.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR YEAR ENDED 30 JUNE 2083 (Cont’d}

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

m} Provisions

Provisions are recognised when the economic entity has a legal, equitable or constructive cbligation to make
a future sacrifice of economic benefifs to other entities as a result of past transactions or other past events, it
is probable that a fiuture sacrifice of economic benefits will be reguired and reliable estimate can be made of

the amount of the obligation.

A provision for dividends is not recognised as a liability unless the dividends are declared, determined or
publicly recommended on or before the reporting date.

n)  Share capital
Ordinary share capital is recognised at the fair value of the consideration received by the company.

Any transaction costs arising oa the issue of ordinary shares are recognised directly in equity as a reduction
of the share proceeds received.

o}  Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and
the revenue can be reliably measured. The following specific recognition criteria must also be met before
revenue is recognised:

Application fee revenue received is deferred and recognised at a rate which represents the year's average
{oan run off rate.

Interest income is recognised when the right to receive the revenue is attained.

Commission income is recognised upon the attainment of the right to receive consideration for the service
rendered.

) Birect mortgage origination costs

Direct mortgage origination costs are recognised at a rate which represents the year's average loan run
off rate. Only costs that are directly attributable to establishing specific loans, and which would not have
been incurred had those contracts not been entered into, have been deferred.

G} Income tax

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an expense
and is calculated on the accounting profit after allowing for permanent differences. To the extent timing
differences occur between when items are recognised in the financial statements and when items are taken
into account in determining taxable income, the net related taxation benefit or liability, calculated at current
rates, is disclosed as a future income tax benefit or a provision for deferred income tax. The net future
income tax benefit relating to tax losses and timing differences is not carried forward as an asset
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cent’d)

unless the benefit is virtvally certain of being realised. The income tax expense for the year is calculated
using the 3% tax rate.

r) Emplovee benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the
reporting date. These benefits include wages and salaries, annual leave, sick leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave, sick leave and any other employee benefits
expected to be settled within twelve months of the reporting date are measured at their nominal amounts
based on remuneration rates which are expected to be paid when the liability is settled. All other employee
benefit liabilities are measured at the present value of the estimated future cash outflow to be made in respect
of services provided by employees up to the reporting date. In determining the present value of future cash
outflows, the market vield as at the reporting date on national government bonds, which have terms to
maturity approximating the terms of the related lability, are used. Employee benefit expenses and revenues
arising in respect of the following categories:

o wages and salaries, non-monetary benefits, annual leave, long service leave, sick leave and
other leave benefits; and
» other types of employee benefits

are recognised against profits on a net basis in their respective categories.

The value of the equity-based compensation scheme described in note 25 is not being recognised as an
employee benefits expense.

In respect of the consolidated entity’s defined benefits superannuation plans, any contributions made to the
superannuation plans by entities within the consolidated entity are recognised against profits when due.

) Earnings per share

Basic EPS is calculated as net profit attributable to members, adjusted to exclude costs of servicing equity
{other than dividends} and preference share dividends, divided by the weighted average number of ordinary
shares, adjnsted for any bonus element.

Diluted EPS is calculated as net profit attributable to members, adjusted for:

Costs of servicing equity {other than dividends} and preference share dividends;

. The after tax effect of dividends and interest associated with dilutive potential ordinary shares that
have been recognised as expenses;
. Other non discretionary changes in revenues and expenses during the period that would result from

the difution of potential ordinary shares:

divided by the weighted average number of ordinary shares and ditutive potential ordinary shares, adjusted
for any bonus element.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
t) Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current vear
disclosures.

(i) AASB 1028

As a result of the first time application of the revised AASB 1028 “Employee Benefits”, comparatives for
employee options, as set out in Note 25, have been classifled and positioned to be consistent with current
year disclosures.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003

{Cont’d}

2. REVENUES FROM

ORDINARY ACTIVITIES

Revenues from operating
activities

Mortgage origination income

Loan management fees

Increase in unearned mortgage
origination income

Total revenues from operating
activities

Revenues from sutside the
operafing activities

Interest received — other

person/corporations

Dividends — controlled entities

Other

Other income
Total revenues from outside the
operating activities

Total revenue from ordinary
activities

Conssolidated Homeloans Limited
2603 2002 2003 2002
$ $ h Y
18,117,377 18,910,399 15,891,341 15,084,311
21,512,157 {8.967,731 9,294 402 12,648,332
(2,823.300} (4,148,505 (2,498,108} (3,236,163}
36,806,234 33729625 22.687.635 23,896,480
64116 77.002 22,781 45989
- - - 1,060,600
- - 1,664 -
58.850 282,832 12,165,271 70,720
122972 356G 834 12,126,116 {,116,709
36,929.2006 34,089,459 34,816,751 25.613,189
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR YEAR ENDED 30 JUNE 2003 (Cont’d}

3. EXPENSES AND Notes Consolidated Homeloans Limited
SIGNIFICANT ITEMS

2603 2002 2003 2002
$ $ § 5
(a) Expenses
Depreciations and amortisation
Plant and equipment 153,807 171,799 118,457 132,742
Motor vehicles 241 375 291 375
Plant and equipment under 584,739 445 290 584,739 495,290
lease
Amortisation of goodwill 2,090,858 2. 038R.503 1,297,504 1,297,504
Total depreciation and
ameortisation 2,829,695 2,756,367 2,000,991 1,925,911
Borrowing costs
Finance lease charges 92,995 92,995
Borrowing costs and bank fees 217,999 37,142 170,701 37.142
interest on bank loan 473,631 243,777 473,631 241,807
Total interest expense 691,630 373,814 644,332 371,944
Operating lease rental 1,295,748 1,192,802 1.237.236 1,027,058

(b) Significant items

Profit from ordinary activities
before income tax expense
inciudes the following material
expenses whose disclosure is
relevant in explaining the
financial performance of the
entity:

Deferred brand awareness

expenditure written off in

accordance with the change in

accounting policy described in

last year's annual report: - 1,496,176 - 1,496,174
Write-off of Goodwill

attributable to the acquisition of

IF&1 Securities in accordance

with AASB 1613. 22,496,072 22,490,072
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003

{Cont’d}

4. INCOME TAX

The prima facie tax on operating
profit is differs from to the
income tax provided in the
financial statements as follows:

Prima facie tax on profit from
ordinary activities at 30%

Add/{less) tax effect of
permanent differences:
Goodwill amortisation
Entertainment expenses
Other
Non rebateable
intercompany dividend
Unrecognised tax losses recouped
in carrent vear
Over provision of prior years

Income tax expense attributable
to ordinary activities

Deferred tax assets and
liabilities

Current tax payable

Deferred income tax liabilities

5. DIVIDENDS PAID OR
PROVIDED

FOR ON ORDINARY
SHARES

Dividends paid duaring the
year

{) Current year interim
Unfranked dividends (1.2 cents
per share) (20021 5.0 cents)

it) Previous year final
Unfranked dividend (2.5 cents)
Total

Naotes

Naotes

25

Consolidated Homeloans Limited
2003 2002 2003 2002
Y b 8 Y
(5497632} 1,711,482 {4,742.398) 618,932
7,374,279 626,671 7,136,273 389,251
47875 30,506 47435 29 347
{24,453} 931 {24 453 {481
360,600 -
(1,580,300} -
{53,426} -
1,800,069 1,634,602 2,416,857 1,037.0649
3,728 557 1,841,652 3,798,084 1,381,230
Cansolidated Homeloans Limited
2603 2002 2003 2002
Y b 8 Y
596,068 2,024,942 586,068 20624542
1,241,808 1,241,808
{.837.876 2,624,942 {.837.876 2024942
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043

Homeloans Limited
2803 2002
h h

5,291,679 3,410,167

26

5,291,679 3,410,167

441,614 404,873
048,702 948,702
189,354 1,052,130

{Cont’d}
Nofes Conselidated
2003 2002
$ $

6. RECEIVABLES
CURRENT
Fees receivable 8,082,454 6,485 440

8,082,454 0,485,440
Prepaid royalties and trailing
comimissions 441 914 464,875
Loan book receivable
{Eurofinance) 948,702 648,702
Prepayments and other 306,454 1.066,473

9,779,524 8,905,490

6,871,049 5,815,874

Fees receivables are on settlement terms of between 4 to 30 days

Other debtors have various maturities.

7. PREPAID EXPENSES

CURRENT
Prepaid commissions and valuation fees 7,246 303 5,103,534 6,151,370 4 340 608
7,249,303 5,103,534 6,151,370 4,340,908
NON CURRENT
Prepaid commissions and valuation fees 19,084,171 11,287,440 15,862,155 9,246,705
19,084,171 11,287,440 15,802,155 9,246,705
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HOMELOANS LIMITED AND CONTROLLED ENTITIES

27

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2603

{Cont’d}

8. INVESTMENTS Notes Consclidated
2802

2003
%

Shares in unlisted company
- at cost -

Homeloans Limited
2803 2002
h 8

19,701,881 23,785,042

19,701,881 23,789,042

Particulars relating to controlled

entities!
203
Country of it
Clitef Eotity Incarporation
Homeloans Limited
Conirotled entities of Homeloans
Limitad:
* NSW Home Loans Ply bid Australis
* VIC Home Loans Pty Lid Avestralia
O Home Loans By Lid Australia
* 894 Home Loans Australia Py Australis
Lid
* WA Home Eoans Auvsitralia Py Australis
1.td
*F & | Securities Pty Lid Avstralia
* FAL First Morigage Piy Lid Australis
* Access Home Loans Group
INeoTpoTaiing
- Access Nelwork Avestralia
Manggement Pry Lid
- Access Home Loans Py Lid Austraiia
- HEL Py Lid Ausieaiia
* 51 Michaels lnvestinents Pry Lid Avstralis

3
FH
FH
FH

FH
FH

FH
[1£4]

SEL

Percentage hield by consolidated
entity

2002

”A}

T}
T}
T}
T}

T}
T}

T}
TEH}

F{3

Chief Entity
Investment
26053 2682
hJ hJ
T4} Tex}
4 4
2 2
2 2
164} [4x}
7004013 7014913
12337233 12537233
25 525 24 525
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

9. PLANT AND EQUIPMENT Note Consolidated Homeloans Limited
§
2003 2602 2003 2602
b $ $ b
Motor Vehicles
- At cost - 1.760 - 1,700
- Provision for depreciation - (40%9) - {409}
- 1,291 - 1,291
Plant and equipment
- Atcost 1,496,862 [,006,565 1.085,463 849,829
- Provision for depreciation {1.601,290) (582.021) {660,806) {542,964}
495 572 418,544 424,659 366,865
Plant and equipment under lease
- Atcost 3,496,303 2,976,712 3,490,303 2,976,712
- Provision for amortisation (2,111,755} {1.538,816y {2,111,735) (1,338.816})
1,378,548 1,437 8496 1,378,548 1,437,896
Total plant and equipment {874,126 {.856,444 1,803,207 1,744,761
Total property, plant and equipment {874,126 {.857.731 1,803,207 1,746,052

{a} Assets pledged as securify
{(a) Assets pledged as security
All balances of Property Plant & Equipment have been granted first mortgages as security over bank

loans (see note 153). The terms of the first mortgages require all assets to be fully insured at all times.

Assets under lease are pledged as security for the associated lease liabilities.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE ENDED 30 JUNE 2003 (Coni'd)

9.  PROPERTY, PLANT AND
EQUIPMENT (Cont’d)

{b} Reconciliations

Notes

Moior Vehicles

Carrying amount at beginning
Additions

Disposals

Depreciation expense

Plant and equipment

Carrying amount at beginning
Additions

Additions through acquisition of
eatities

Disposals

Depreciation expense

Plant and equipment  under
fease

Carrying amount at beginning
Additions

Additions through acquisition of
eatities

Disposals

Amortisation expense

29

Conseolidated Homeloans Limited
2003 2002 2803 2002
$ h Y h
1,291 {.666 1,291 1,666
(1000) - {1600} -
£291) (375) 291 {375)
- 1,261 - 1,291
418,544 307,023 306,865 306,023
236,251 185,023 236,251 133,584
98,297 -
{(5,416) - - -
(153,807 (171,799) {11845 {132,742}
495 572 418.544 424 659 306,805
{437,866 766,997 1,437,896 766,997
525,351 1,166,189 525,391 1,166,189
(584,739 (465,290) {584,739 {495 290}
{,378,548 1,437 896 1,378,548 1,437.896
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

Notes Consolidated Homeloans Limited
2003 2002 2003 2002
b $ $ $
10. INTANGIBLES (NON CURRENT)
Goodwill at cost 44 247,721 48,393,634 25.550,083 25,950,083
Accumulated amortisations {27616,695)y {3,035,765y (23,93(,083) (2,162,507}
16,631,026 45,357 869 &  23,787.576
11. RECEIVABLES (NON CURRENT)
Prepaid royalties and trailing commission 342,536 812,681 342536 812,681
Loan book receivable {Eurofinance) 1,197,582 2,134,579 {,197.582 2,134,579
Refundable rent deposits 66.317 44,546 64,317 42.446
1,606,435 2,991,804 [,604,435 2,989,706
12. PAYABLES (CURRENT)
Trade creditors 267,162 {65,449 250,947 104,399
Accrued commissions 1,206,395 884,673 ,194,634 884,673
Casl flow claim creditors 365,369 314,444 363,369 300,443
Sundry creditors and aceruals 1,544,957 {818,738 {,358,783 1,132,413

3,433,883 3,183,304 3,169,733 2,421,928

Trade and other creditors are non-interest
bearing and are normally settled on 30 days
terms.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043

{Cont’d}

Notes Consolidated
2003 2002
h h

13. NON INTEREST
BEARING
EIABILITIES

CURRENT

Intercompany loans {iy - -
Deferred settlement — Access

Home Loans {ii) -
Convertible notes - -
Loan - other - 44,862

2,000,000

Homeloans Limited
2003 2002
8 $

- 3,051,237

- 2,000,060

- 2,044.862

- 3,051,237

NON CURRENT
Deferred settlement — Access

Home Loans {ii) - 2,816,667

- 2,816,667

(i) Intercompany loans are non-interest

bearing and repayable on demand.

(i1} Under the terms of the Access Home
Loans purchase agreement the balance of
the purchase price is payable in two
instalments due in December 2002 and
December 2003 based on the average net
management fees received. The payment
is contingent on the achievement of
performance hurdles. A final settlement
of $806,924 was reached in 2003.

14. UNEARNED REVENUE

CURRENT

Unearned application fees 2,350,970 1,667,777

1,992,998 1,347,780

NON CURRENT

Unearned application fees 3,858,968

5,119,771 3,266,880
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{Cont’d}
Nofes Consolidated Homeloans Limited
2003 2002 2003 2002
$ $ $ $
15. INTEREST BEARING
LIABILITIES
CURRENT
Bank overdraft {it) 707,910 5,432 926,840 5,432
Lease liability — secured {iii) 474271 472,167 474,271 472,167
HP liability — secured {iii) 32,931 - 52,931 -
Loan {iv) 462 897 498,149 462,897 498,149
1,698,609 975,748 1,916,936 975,748
NON-CURRENT
Bank loans - secured (i) 7,160,600 4.094 3580 7,100,000 4,094,580
t.ease liability — secured {iii) 865,517 815,759 805,517 915,759
HP liability — secured {iii) 45,234 45,234
Loan (iv} - 421,154 - 421,154
7,850,751 5,431,493 7,950,751 5,431,493

Terms and conditions
Terms and conditions relating to the above
financial instruments

(1)

(i)

(i)

The bank loan facility expires on 24
December 2004. interest is charged at the
bank’s floating rate. As of the balance sheet
date the average rate was 5.4% per annum.
The bank loans are secured by way of
registered first mortgages over all assets and
undertakings of the Company and its
condrolled entities.

The bank overdraft is repayable on demand.
Interest is charged at the bank’s floating rate.
The overdraft {s secured by way of registered
first mortgages over all assets and
undertakings of the Company and its
controlled entities.

Finance leases and hire purchases have an
average lease term of 3 {/2 vears with the
option to purchase the asset at the
completion of the lease term for the asset’s
market value. The average discount rate
implicit in the leases is 8.5%. The lease
liability is secured by a charge over the
leased assets.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003 {Contd}

{iv} The loan expires on 27 December 2605,
Interest is charged at a floating rate, currently
5.85%. The loan book receivable shown in

notes &6 and 11.

16. PROVISIONS

CURRENT
Employvee entitlements
Other

7. CONTRIBUTED
EQUITY

(a) Issued and paid up eapital
Ordinary shares fully paid

(b) Movemenis in shares on
issue

Beginning of the financial year
lssued during the year
- Founding shareholders
- Public equity raising
Less! fransaction costs
- Dividend reinvestment scheme
- Conversion of notes on issue
- Employee option scheme
- Shares bought back

End of the financial year

Notes

25

Lad
]

Consolidated Homeloans Limited
2003 2002 2003 2002
$ $ $ $
524,604 424,781 523,203 409,234
30,700 30,700 30,706 36,760
555,304 455,481 553,903 439,934

48,624,215 49,686,343

48,624,213 49.686,343

2803
Number of 8
shares

52,165,820 49,686,343

2002
Number of $
shares

34,994,000 33,008,852

(0,476,191 (1,666,600

(414.955)

681,746 326,365 1,394,573 1.433,781
5,251,056 4,666,665

(2,433,503} (1.,388.493) (10,000) (8,000)

50,354,063 48,624,215

52,103,820 49,686,343
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

17. CONTRIBUTED EQUITY {(cont’d)
(e}  Share Options
Options over ordinary shares:

During the vear 200,600 options were issued 1o the company's finance director. 30% of the options are
exercisable on or after 21* January 2605 and all of the options can be exercised afier 21% January 2006. The
exercise price is $0.52. The options expire on 21% January 2008,

At the end of the year there were 3,420,000 unissued ordinary shares in respect of which options were
outstanding {Note 25).

(d) TFerms and conditions of contributed equity

Ordinary shares

Ordinary shares have the right to receive dividends as declared and, in the event of the winding up

of the company, fo participate in the proceeds from the sale of all surplus assets in proportion to the
number of and amounts paid up on shares held.

Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the
company.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

Nofes Consolidated Homeloans Limited
2003 2002 2003 2002
$ $ $ $
18. RETAINED PROFITS
HAACCUMULATED LOSSES)
Balance af the beginning of the 4,593,144 1,547,148 (1,109,448} {116,565}
year
Net Effect of changes in
Accounting Policy {13,016} {153,016}
Net profit attributable to members
of Homeloans Limited (20,225515) 4,670,938 {18,224,8543 1,026,059
Total available for appropriation (15,647,382) #6.618.080 (19,349,318} 915,494
Dividends provided for or paid (1,837,876} {2,024.642) {1,837.876) (2,024.942)

Balance at end of year (17,483,258) 4,593,144 (21,187,194)  {1,109.448)
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

19. STATEMENT OF CASH Notes Consolidated Homeloans Limited
FLOWS
2003 2002 2003 2002
$ b b $

(&}  Reconciliation of the
operating profit after tax 1o
the net cash flows from

operations
Profit/(loss) from ordinary
activities after tax £26,225.3510) 4,670,938 (18,224,854) 1,026,059
Non cash items
Depreciation of non-current 738,837 667,464 763,487 628,467
assets
Amortisation of goodwill 24.580.930 2,088,503 23,787,576 1,297,504
Amortisation of prepaid
commissions 441284 238.300 441,284 238.360
Amortisation of foan book
acquired 948,702 869,644 948,762 369,644
Amort. of Bond Distrib, 85,397
intercompany dividend - {1,606,000)
Intercompany management
fee - (12,083,003)  {3,567.857)
Changes in assefs and
Habilities
[acrease in receivables {909.253) {2,087.677 {1,560,709) (840,364
Increase in deferred
expenses (9.480,278y  {{1,395,652) (B 363912) {9,323,409)
increase in deferred revenue 2,823,601 3,731,748 2,498,168 2,458,649
[ncrease/{Decrease) in
payables and provisions 350,401 582,122 861.774 322,002
increase in deferred income

tax liability 1,887,905 1,034,602 2,416,854 1,037,049

Net cash flows from
operating activities 1,242,016 399,792 {8.586,693) {6,634,250)
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

Notes Consolidated Homeloans Limited
2003 2002 2003 2002
$ $ 8 8
19. STATEMENT OF CASH
FLOWS (cont’d)
{by  Cash balances comprises
- Cash on hand 4,250 4 550 4 256 4,150
- Cash at bank 668,388 [,192. 451 833 93,211
- Bank overdraft {707 .810) {5.433) (926,840) {5,433}
{35.272) 1,191,369 (921,737) 93,529
{c} Financing facilities available
At balance date the following
financing facilities had been
negotiated and were available
Total facilities:
- Bank overdraft $00.600 960,600 900,006 900,000
- Cash advance 7.575.000 6,475,600 7.975,008 6,475,004
8,875,000 7,375,000 8,875,000 7.375,000
- Bank overdraft TB7.910 5,432 926,844 5,432
- Cash advance 7,100,000 4.094 580  7.100,008 4,094 580
7.807.910 4,100,012 8,026,840 4,100,012
- Bank overdraft 152,690 894,568 (26,846) 894,568
- Cash advance 875,000 2,380,420 875,006 2,380,426
1,067,090 3,274,988 848,160 3.274,988
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003

{Cont’d}
Notes
19. STATEMENT OF CASH
FLOWS (cont’d)

(d)

(e}

Non-cash financing and investing
activities

Finance lease ransactions:
During the year the consolidated
entity acquired plant and
equipment by means of finance
leases with an aggregate fair
market value of $525,361

Business Acquired

No businesses were acquired
during the year ended 36 June
2603, however payments of
£806,924 where expended for the
final instalment, for the purchase of
Access Home Loans.

Consolidated Homeloans Limited
2003 2002 2003 2002
h h 8 $
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043

{Cont’d}

20. EXPENDITURE
COMMITMENTS

(&}  Finance lease and hire

(b}

(c}

purchase commitments

Payable:

- not later than one year

- later than one vear but not
later than five years

- later than five years

Minimum lease payments

Less future finance charges

Total lease liability accrued
for:

Current liability

Non-current liability

Operating leases {non-

cancellable):

Minimum lease payments

- not later than one year

- later than one vear but not
later than five years

- later than five years

- aggregate lease expenditure
contracted for at balance
date but not provided for

Finance leases have an average lease term of 3 [/2 years

Consolidated Homeloans Limited
2003 2002 2803 2002
$ 8 Y $
620,976 569,347 624,576 569,347
945 806 1,007,574 G45 8066 1,067,574
1,566,782 1,576,921 1,566,782 1,576,921
{188,829} (188.595) {188.829) (188.595)

{,377,953 1,387,926 1,377.953 1,387,926
527,202 472,167 527,202 472,167
850,751 915,759 850,751 915,759
{,377,953 1,387,926 1.377.653 1,387.924
1,192,736 683,596  1,192.736 983,596
3,349.269 1,577.860 3.349.269 1,577.860
4223175 - 4223175 -
8,765,180 2,561,456 8.765.180 2,501,456

with the option to purchase the asset at the completion of

the fease term for the asset’s market value. The average
discount rate implicit in the leases is 8.5%. The lease
liability is secured by a charge over the leased assets.

Operating leases have an average lease term of 4 years.

Assets, which are the subiect of operating leases, include
office space and items of small machinery.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

21. SEGMENT INFORMATION

Revenue is derived by the consolidated entity from mortgage origination and loans management. The
consolidated entity operates predominantly within the finance sector in Australia.

22.  FUNDS UNDER MANAGEMENT

In performing its business operation, the Company has entered into deeds of morigage origination
and management with a number of financiers. Under the agreement, the Company originates and
manages loans for a number of financiers who will source funding for the mortgages. Thercfore, the
Company does not fund the loan from its own balance sheet. As of the balance date, total funds
managed under various deeds of mortgage origination and management is approximately
$4.2billion. (2002:34 2billion)

23. ECONOMIC DEPENDENCY

The consolidated entity does not have any economic dependency with any one client or group of clients.

24. EARNINGS PER SHARE CONSOLIDATED
2003 2002
8 3

The following reflects the income and share data used in the calculations of basic
and diuted earnings per share:

Net Profit (20,225,510) 4,670,938

Adjustments - -

Earnings used in calculating basic and diluted earnings per share (20,223,510) 4,670,938
No. of No. of
shares shares

Weighted average number of ordinary shares on issue used in the calculation of
basic EPS 50,545,800 42,282,795

Effect of dilutive securities:
Share options - -

Adjusted weighted average number of ordinary shares on issue used in the
calculation of dituted EPS 30,545,800 42,282,795

The 3,600,000 options outstanding at 30 June 2003 are out of the money and therefore have no
dilutive effect. Since the end of the financial year, no shares have been issued pursuant to the
employee share incentive scheme. There have been no other conversions fo, calls of, or
subscriptions for ordinary shares or issues of potential ordinary shares since the reporting date and
before the completion of this report.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

25. EMPLOYEE ENTITLEMENTS AND
SUPERANNUATION COMMITMENTS

Nofes Consolidated Homeloans Limited
2003 2002 2003 2002
§ § $ b

Employee Entitlements
The aggregate employee
eatitlements liability is comprised
of:
Accrued wages and salaries 206,725 166,914 204,865 166,914
Provisions (current} 16 524,604 424,781 523,203 409,234

731,329 391,695 728,068 576,148

Employee Option Scheme

An employee option scheme was established where eligible employees of the consolidated entity as
determined by the directors are issued with options over the ordinary shares of Homeloans Limited. The
options, issued for nil consideration, are issued in accordance with the guidelines established by the directors
of Homeloans Limited. The options issued casry various terms and exercising conditions. There are currently
39 employees eligible for this scheme.

Information with respect to the number of options granted under the employee option scheme, options issued
to the non-executive directors of the Company and options issued to the Company’s Chief Operating Officer
and Finance Director are as follows:

2063 2002
Number of  Weighted Number of  Weighted
opfions average opftions average
exergise exercise
price price
Balance at the beginning of the year 3,885,000 1.05 3,370,000 1.06
- granted 200,000 4.52 1,200,000 .00
- forfeited {185,000) .01
- cancelled (485.000) 1.G1 {500,000) 1.01
Balance at the end of the year 3,606,000* 1.03 3,885,000 1.05
Exercisable at the end of the vear 1,550,000 1.04 400,000 1.00

* At the date of this report a further 180,000 employee options have been cancelled since balance date.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

25.EMPLOYEE ENTITLEMENTS AND SUPERANNUATION COMMITMENTS (cont’'d}
Superannuation Cemmitments

Emplovees and the employver contribuie to a number of complying accumulation funds at varving
percentages of salaries and wages. The consolidated entity's contributions are not legally enforceable othier
than those payable in terms of ratified award obligations required by the Occupational Superannuation Act.
The assets of the funds are sufficient to satisfy all benefits that would have vested under the plans in the
event of termination of the plans and voluntary or compulsory termination of employment of each emplovee.
There are currently 185 emplovees who are eligible for this scheme.

Consolidated Homeloans Limited
2003 2002 2003 2002
Y Y b Y
26. REMUNERATION OF DIRECTORS
Income paid or payable, or otherwise
made available, in respect of the
financial year, to all directors of each
eatity in the consolidated entity,
directly or indirectly, by the entities
of which they are directors or any 647,977 579,500

related party:

Income paid or payable, or otherwise

made available, in respect of the

financial year, to all directors of

Homeloans Limited, directly or

indirectly, from the entity or any 647,977 379,300
related party;
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

Nofes Consolidated Homeloans
Limited
2003 2002 2003 2002
$ $ b b
26. REMUNERATION OF
DIRECTORS (cont’d)
The number of directors of Homeloans
Limited whose remuneration {including
supgrannuation contributions) falls within the
following bands is:
No No
% 0-% 9985 1
$ 36,000 - § 39,999 1
§ 40,000 - § 49,999 i 1
§ 54,000 - § 39,999 1
§ 76,000 - § 79,998 1
§ 806,000 - 599,998 1
$216,000 - §219,999 2
$2206.000 - §229,999 2

27. REMUNERATION OF
EXECUTIVES

Remuneration received or due and

receivable by executive officers of the

consolidated entity whose remuneration is

$160,600 or more, fiom entities in the

consolidated entity or a related party, in

connection with the management of the

affairs of the entities in the consolidated

eatity whether as an executive officer or 2,188,627 802,583
otherwise:
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS FOR EIGHT
MONTHS PERIOD ENDED 30 JUNE 2603 {Cont’d)

Nofes Consolidated Homeloans
Limited
2003 2002 2003 2002
$ $ b b

27. REMUNERATION OF
EXECUTIVES (cont’d)

The number of executives of the consolidated entity
and the company whose remuneration falls within
the following bands is:

Z
&
Zz
)
A
)
A
)

160,000 - $106,999
SLIOO00 - $119,999
120,000 - $126,999
$130,000 - $£135,999
140,000 - $149.999
160,000 - $165,999
S170,000 - £179,999
180,000 - $185,999
$190,000 - $195,999
$250,000 - $259,999
$270,000 - $279,999
$410.000 - $415,999

F [ rr——

ot ot | et v e ek g £ B B
[

— e p e e B3P Fd Bed

28. AUDITORS’ REMUNERATION

Amounts received or due and receivable
By the auditors of Homeloans Limited for:
- an audit or review of the financial report
of the entity and any other entity in the
consolidated entity 67,000 51,004 67,0660 16,560
- Taxation advisory services in relation to
the entity and any other entity in the
consolidated entity 65,110 14,0066 65,118 14,560
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

29. RELATED PARTY DISCLOSURES
Directors
The directors of Homeloans Limited during the financial vear were:
William John Conn (Resigned on 30 June 20663}
Timothy Alastair Holmes
Robert Peter Salmon
Desmond Lee Speakman {Resigned on 30 June 2003)
Robert Norman Scott
Andrew Robert Pridham (Appointed 16 April 2003)

Wheily-ewned group transactions

During the year management fees totalling $3,980.241 were paid by Access Home Loans Pty L to
Homeloans Limited and $8,112,762 were paid by FAI First Mortgage Pty Ltd to Homeloans Limited.

At year end, no loans were owing by Homeloans Limited to group companies.

Equity instraments of directors
Inierests af balance date

Interests in shares and options of entities within the consolidated entity held by directors of the
reporting entity and their director related entities.

Ordirary Shares Options
2003 2402 2003 2062
Number Number Number Number

W. 1. Conn (resigned 30/6/03) 429,953 419,441 600,000 606,000
T. A. Holmes 8,776,281 8,533,504 -
R. P. Salmon 8,665,366 B.454 688 -
. L. Speakman (resigned 32,246 31,458 300,000 306,000
30/6/03)

R.N. Scott 1,488.822 1,540,693 300,000 306,000
A. R, Pridham (appointed 2,455,693

16/4/03)
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

29. RELATED PARTY DISCLOSURES(Conf’d)
Movement in directors’ equity holdings
Mr. R.P. Salmon through his related entities acquired 210,678 shares at an average price of $0.48/share.

Mr. T.A. Holmes through his related entities acquired 212,777 shares at an average price of $0.48/share and
30,000 at an average price of § 0.45/share.

Mr. W.J. Conn (resigned 30 June 2003} through his related entity acquired 10,514 shares at an average price
of $0.48/share.

Mr. D. L. Speakman {resigned 30 June 2003} through his related entity acquired 788 shares at an average
price of $6.48/share.

Mr R. N. Scott through his related entity acquired 38,093 shares at an average price of $6.48/share and sold
68,992 shares at $0.47/share and 20,972 shares at $0.50/share.

Mr A. R. Pridham {appointed 16 April 20063} through his related entity acquired 2,395,641 shares at an
average price of $0.56/share and 60,052 shares at an average price of $0.48/share.

There have been no other transactions concerning equity instruments during the financial year with directors
or their director-related entities. All equity dealings with directors have been entered into with terms and
conditions no more favourable than those that the entity would have adopted if dealing at arm’s length.

Uitimate parent

Homeloans Limited is the ultimate Australian holding company.

30. CONTINGENT LIABILITIES

Homeloans Limited has received a stamp duty assessment from the Western Australian Office of State
revenue for $1.7 million. The assessment related to the transfer of the assets of [F & 1 Securities Pty Ltd as
trustee for the 1F & ! Securities unit trust to Homeloans Limited on its inception in December 2000,
Homeloans Limited will appeal this assessment as it is of the view that it is not correct.

The assessment is payable in instalments over the next 6 months. To the extent that our appeal is uitimately
unsuccessful the assessment will have minimal impact upon Homeloans Limited’s reported earnings and

operating cash flow.

The financial effect of the above events has not been recognised.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003 {(Cont'd)

31. FINANCIAL INSTRUMENTS

{a) Inferest rafe risk

The consolidated entity’s exposure to interest rate risks and the effective interest rates of financial assets and financial liabilities, both recognised and
unrecognised at balance date, are as follows:

30 JUNE 2003
Fixed Interest Rate Maturing in:
WEIGHTED
AVERAGE
MORE
FINANCIAL FLOATING FYEAR OVERITOS TIIAN NON-INTEREST
INSTRUMENT INTEREST RATE OR LESS YEARS SYEARS BEARING TOTAL RATE
(i FINANCIAL
ASSETS
. 672,227 - 672227
Cash assets 3 5504
. 3115 903115
Reccivables 9,031,136 9031156 VA
Total Financial Assets 72,227 9,031,156 9,703,383 NIA
(ii} FINANCIAL
LIABILITIES
Payables 3,433,883 3,433,883 NiA
Non interest bearing ) } ; N/A
{iahilities o
IR 9.648.760 - 9,648,760 6.13 %
Interest bearing Habilities
9,648 760 3,433,883 12,082,643 NiA

Fotal Financial
Liahilities
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003 (Cont’d)

32.  FINANCIAL INSTRUMENTS (Cent'd)

30 JUNE 2002
Fixed Interest Rate Maturing in:
MORE
FENANCIAL FLOATING I YEAR OVERITOS TFIIAN NON-INTEREST
INSTRUMENT INTEREST RATE OR LESS YEARS S YEARS BEARING TOTAL
(i FINANCIAL
ASSETS
Cash assets L191.569 1,191,569
Receivables 7,446,434 7.446.434
{toads and Services Tax w .
Fotat Financial Assets PG 569 7446 434 8,638,003
(i} FINANCIAL
LIABILITIES
Payables 3.183.304 3,183,304
Non interest bearing 4,961,529 4,961,520
{iahititics
e &, 47 2414 6,407 241
Interest bearing Habilities
&, 47 2414 8. 144 833 14 532 (74

Fotal Financial
Liahilities

48

WEIGHTED
AVERAGE
EFF]
INTEREST
RATE

NIA

NiA

NIA

NIA

N/A
6,13 %

NIA
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2043

{Cont’d}
32 FINANCIAL INSTRUMENTS (Cont’d)
(b) Net fair values of financial assets and liabilities
The aggregate net fair values of financial assets and financial Habilities, both recognised and
unrecognised, at balance date, are as follows:
CARRYING AGGREGATE NET
AMOUNT FAIR VALUE
2083 2602 2003 2002
5000 3000 5°000 $°0040
(i) FINANCIAL ASSETS
Cash 672,227 1191,56% 672,227 1,191,569
Receivables 9.031,156 7,446,434 9,031,156 7,446,434
Total Financial Assets G9.7(3,383 8.638.0(3 9.7(13.383 B.638.003
(if) FINANCIAL LIABILITIES
Payvables 3,433,883 3,183,304 3.433.883 3.183.304
Non interest bearing Habilitles “ 4,961,529 - 4,961,529
[nterest bearing Habilities 9,648,764 6,407,241 9.648.760 6,407,241
Total Financial Liabilities 13.082,643 14,552,074 13,082,643 14.552.074
The following methods and assamptions are aused to defermine the net fair values of financial
assets and liabilities:
Recognised Financial Instruments
Cash and cash equivalent: The carrying amount approximates fair value because of their short-term
maturity.
Trade receivables, payables, non-interest bearing liabilities and interest bearing Habilities: The
carrying amount approximates fair value.
(¢} Credit Risk Exposures

The consolidated entity’s maximum exposure to credit risk at balance date ia relation to each class of
recognised financial assets is the carrying amount, net of any provision for doubtful debts, of those
assets as indicated in the balance sheet.
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HOMELOANS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2003
{Cont’d}

31

FINANCIAL INSTRUMENTS (Cont’d)
Concentration of Credit Risk

The consolidated entity minimises concentrations of credit risk in relation to accounts receivable by
undertaking transactions with a number of lending institutions within the banking industry. The
consolidated entity i{s not materially exposed to any individual lender. Some agreements with
lenders also contain provisions requiring the consolidated entity to pay instalments due from
borrowers until securities are enforced or an insurance claim has been pald and to purchase the
mortgage from the lender if Homeloans Limited is in default. The consolidated entity’s risk in this
area is mitigated by insurance policies.
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Independent audit report to members of Homeloans Limited

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and the
directors’ declaration for Homeloans Limited (“the company™) and the consolidated entity, for the
year ended 30 June 2003. The consolidated entity comprises both the company and the entities it
controlied during that year.

The directors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial position and performance of the company and the consolidated entity, and
that complies with Accounting Standards in Australia, in accordance with the Corporations Act
2001. This includes responsibility for the maintenance of adequate accounting records and internal
controls that are designed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report.

Audit approach

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

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

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

. examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and

. assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

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

We performed procedures to assess whether the substance of business transactions was accurately
reflected in the financial report. These and our other procedures did not include consideration or
judgement of the appropriateness or reasonableness of the business plans or strategies adopted by
the directors and management of the company
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Independence
We are independent of the company, and have met the independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001.

Audit opinion
In our opinicn, the financial report of Homeloans Limited is in accordance with:
(&) the Corporations Act 2001, including:
(i) giving a true and fair view of the financial position of Homeloans Limited and the
consolidated entity at 30 June 2003 and of their performance for the year ended on
that date; and

(ii}  complying with Accounting Standards in Australia and the Corporations Regulations
2001; and

(b} other mandatory financial reporting requirements in Australia.
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DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Homeloans Limited, | state that:
1Y Inthe opinion of the directors:

{a) the financial statemenis and notes of the company and of the consolidated entity are in
accordance with the Corporations Act 2001, including:

(i)  giving a true and fair view of the company’s and consolidated entity’s financial position
as at 30 june 2003 and of their performance for the year ended on that date; and

{it) complying with Accounting Standards and Corporations Regulations 2061; and

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

2} Inthe opinion of the directors, as at the date of this declaration, there are reasonable grounds to believe
that the members of the Group identified in note 8 will be able to meet their debts as and when they
become due and payable.

On behalf of the Board

TA HOLMES
Chairman

Melbourne, 25 September 2003



