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Company Profile

The principal activity of the Company is the acceptance
of investor funds and the making of loans secured by
first mortgages over real estate.

Australian Executor Trustees Limited {previously Tower
Trust Limited} ABN 84 007 BB9 794 (the Trustee} was
appointed Trustee {“Trustee” andfor “independent
trustee company”) under the Debenture Trust Deed
dated 4 January 2000 under which all of the assets of
the Company are charged in favour of the Trustee as
trustee for the debentureholders,

On 31 January 2006 the Cormpany changed its
name from H G & R Finance Limited to Balanced
Securities Limited.

Important Notice

This prospectus is issued by Balanced Securities Limited
ACN 083 514 685 and is dated@February 2008.

This prospectus was lodged with ASIC o3 Fabruary
2008. ASIC and its officers take no responsibility as to
the contents of this prospectus.

This prospectus is also available in electronic form
on the internet at www.balancedsecurities.com.au.

This document is important and should be read in
its entirety. if you do not understand its contents
you should consult your accountant, lawyer, of other
professional adviser.

No debentures may be issued pursuant to this
prospectus after its expiry date of2¥ March 2009.

Australian Executor Trustees Limited takes
no responsibility for any other part of tha prospectus
and has not authorised or caused its issue.

Australian Executor Trustees Limited makes no
representation or warranty concerning the truth or
accuracy of the contents of the prospectus.

Herbert Geer & Rundle Lawyers and David Geer
Lawyer act as Lawyers to the Company but have

not caused the issue o participated in the preparation
of this prospectus and make no representation as to
the performance of the issue or the contents of this
prospectus other than this statement.

Harwood Andrews Lawyers have acted for the
Company on the issue of the prospectus. They have
not caused its issue and make no representation as
to the performance of the issue.

We are required to inform you that the Company's
Debentures may be classified as unsecured notes for
the purposes of Section 2838H of the Corporations
Act 2001 This classification does not affect the
security provided by the charge given over the
assets of the Company under the Trust Deed.

The Company is the holder of an AFS Licence No.
241382 which aliows the Company to deal in, issue,
apply for, acquire, vary or dispose of a single product
fixed rate secured investmeant security and provide
general financial product advice. As we have not taken
into account the applicants’ personal investment
objectives, financial situation or particular needs
applicants should consider the appropriateness of the
investment having regard to their objectives, financial
siyation and needs. The Company recommends

that you get professional advice from {as necessaryl,
a licenced financial adviser andfor tax adviser to
determine your individual investment objectives
before making an investrnent decision. The Prospectus
is not a statement of advice.



Managing Director’s Letter

Dear Investor

On behalf of the board of directors it is my pieasure
to present the Company’'s ninth prospectus

inviting you to subscribe to Balanced Securities
Limited debentures.

Over the past twelve months the Company has
consolidated its steady growth since commencing
operations in January 2000 with debentures on issue
now exceeding $110 million.

The Company continued to maintain a strong profit
performance, achieving after tax profit in excess of
$10 million in the twelve months to 30 June 2007,
which is continuing in the current financial year.

With subscribed capital and retained earnings now
exceeding $70 million (refer Financial Reports on page
36 for composition of net assets and also page 28 for
an explanation of the Company’s capital composition
and structure), the Company has a strong capital base
from which to offer its securities in addition to the
following attributes:

> A pool of carsfully selected first mortgages over
real estate assels valued by independent valuers
on the Company's instructions offering a diversity
of securities Australig-wide.

> The debentures are secured by a debenture charge
to the Trustee over all the Company’s morigages
and assets.

> Your funds produce a fixed high vield for the
full term of the debenture,

> Depth of managament expsnence in the e
-property mortgage - fleld with dlrectors and senlor
‘executivas teking an active role |n the approval '

and managemant process.

The change of name to Balanced Securities Limited
has received wide market acceptance and continues
to be recognized as reflecting the key components
of the Directors’ business philesophy of maintaining
"balance” whether applied to property type, property
location, investment return or investmeant terms,
these being critical to the successful operation of
the Company.

The Directors are gonscious of the importance the
regulatory authority, the Austrafian Securities &
Investments Commission places on disclosure and
risk management and to assist your investment
decision. Benchmark Disclosures are outiined on
pages 4 to 1 identifying eight key areas of potential
investment risk and how the Company, the Beard and
managerment address and mitigate these issues.

I again commend to you this prospectus and the
investment that it offers.

+

David Geer
Managing Diractor

. David Geer
. Managing Director



ASIC Benchmarks for Unlisted Debentures

Intreduction

On 31 October 2007 ASIC issued Regulatory Guide
69 “Debentures - Improving disclosures for retail
investors” which sets out 8 Benchmarks formulated
by ASIC to assist investors understand the risks and
assess the rewards being offered and whether the
investment is suitable for them. It states that issuers
of debentures should disclose whether they comply
with those Benchmarks and if they do not thay
should explain why that is.

In this prospectus references to paragraphs in
Regulatory Guide 69 are shown as eg. RG69.35

The Company is an issuer of unlisted debentures and
the table below identifies those Benchmarks and
whether the Company satisfies each of them.

Benchmark Compliance with
Benchmark

Disclosures

1. Equity Capital Yes

2. Liquidity Yes

3. Rollovers Yes

4, Credit Ratings No

5, Loan Portfolio Yes

4. Related Party Transactions  Yes

7. Valuations No
8. LVR and Lending
Principtes Yes

This section of the Prospectus addresses eath of
those benchmarks with a statement as to whether
the Company meets the benchmark or it it does

not then an explanation is provided as to how the
Company deals with the benchmark by identifying
the management processes in place to satisty

and mitigate against any operational, financial, credit
or business risk the Company may experience and
so help you assess the risk-reward prospects for
the Debentures.

Benchmark 1

Equity Capital
Status; Satisfied

RG69.35 requires debenture issuers maintain a
minirmum of 8% equity or where more than a minor
part {10%:] of the debenture issuers business relates
to lending directly to property development then the
debenture issuer is required to maintain a minimurn
equity capital ratio of 20%.

The Company engages in both construction loan and
non-construction loan activity with the proportion and
level of exposure to the construction loan sector as at
31 Dacermnber 2007 being 34% lviz., $61,114,315) of
the mortgage loan portfolio of $180,277321 {for
further details refer to the Summary Schedule of the
Loan Portfolio and to the Mortgage and Debenture
Portfolic Mix on pages 32 and 33 as prepared from
the Company's own records},

As at 30 Juns 2007 the Company’s equity was
$71.171,760 of which paid-up capital and retained
garnings represented $41,171,760 {for further details
refer to pags 34 to 36 for audited Financial Reports
and also page 28 for an explanation of the Company's
capital composition and structure). This can be
expressed as a financial ratio by dividing the sum of
the paid-up capital and retained earnings by the total
debt plus the paid-up capital and retained earnings
of the Company. As at 30 June 2007 the ratio as a
percentage was 26%.



Benchmark 2
Liquidity
Status: Satisfied

Managing Cash Flow Forecasts

RG69.38 requires the Company to maintain cashflow
estimates for the ensuing 3 month period{s) and so
ensure that the Company has cash and cash
equivalents sufficient 10 meet projected cash flow
needs over each ensuing 3 month period.

The Company under its AFS Licence no. 241382 and
as set out in Policy Statement 166.25 {c} is required
to maintain and comply with the Table 2, Option 1
test for establishing a Reasonable Estimate Projection
plus Cash Contingency Test.

This test requires the Company to produce 3 monthly
cashflow projections and hold cash or cash
equivalents based on the amount equal 1o 20% of the
cash outflow for the projected 3 month periodis). The
Cormpany complies with this requirement and as at
30 June 2007 the cash or cash equivalents held by
the Company totaled $ 39,821,018 {for further details
refer page 34-36 for audited Financial Reports). As

at 31 December 2007 the cash or cash equivalents
held by the Company totaled $18,457208 (for turther
details refer to the Summary Schedule of the Loan
Portfotio and to the Mortgage and Debenture Portfolio
Mix on pages 32 and 33 as prepared from the
Company's own recordsh.

The Company has a policy and procedure in

place to estimate cash flow projections taking into
consideration estimated rollovers of maturing
debentures, payment of loan instaliments of ioan
repayments and cash outflows from operational
activities. In determining the level of cashflow
required during the forecast period the cashflow
forecast process is subject 1o a series of estimates
and judgmants. Referance is made to the probability
of non rollover of debenture maturities, the risk and
maturity profile of the mortgage loan portfolio, as well
as managemants' reasonable expectation of future
cash flow requirements based on expected business
and operational trends and the forecast economic and
legislative environment, these being obtained both
axternally and from within the Company.

To compliment and support the estimation process
the Company has management systems in place
which permit the monitoring and review of historic
cash flow performance as well as the seasonality
and trends over time associated with the movermnents
in the debenture and loan portfolios including the
issue of debentures and the drawdown of mortgage
loan funds. This trend analysis evidences a high
degrae of stability in rollovers of the debanture
portfolio and in the turnover in the lean portfolio.
The estimated retention rate for debenture rollovers
approximates 95% of the debenture portfolic. This
tevel of stability permits the Company to estimate
its future cashflow requirements with a reasonable
degree of confidence.

The Campany's Portfalio Management Policy reflects
a position of funding short term first mortgage loans
with a mix of short, medium and longer term
investment funds supported by retained earnings and
paid up capital (for further details refer Financial
Services and Risk Management on pages 24 to 31
together with the current Martgage and Debenture
Portfalio Mix on pages 32 and 33).

The Company has policies and procedures in place

te monitor its liguidity position on a daily basis and
reviews the forecasted cashflow needs on a quarterly
basis and on other intervening occasions reviews

and applies stress testing on forecast liquidity
requirements in anticipation of likely changes to the
business, economic and |egislative environment in
which the Company operates,

This policy and procedure provides that Directors
review sach 3 monthly cashfiow projection prepared
in compliance with AFS Licence which is then
recorded in a Board Minute of the Company. This
procedure is subject to review as part of the annual
and half yearly independent extarnal audit program.



Benchmark 3

Rollovers
Status: Satisfied

RG69.45 requires the Company to disclose its
portfotio policy in respect 1o rollover of the Company's
Debenture investments including whether the
"default” is that Debenture investments are
automatically rolled-over.

The Company’s policy is that approximately 30 days
prior to the maturity date of the investrnent the
Company will advise the Debenture holder in writing

of the current interest rates applicable for the new
terms upon which funds may be reinvested for a further
period. That notice will also direct them to the Company
wabsite where the current Prospectus will be available
and advise those that do not have access 1o the
website that they may request a hard copy of the
Prospectus, free of charge, by contacting the Company.

If written instructions are not received for & renewal
of a Debenture by the Company, the Debenture shall,
upon maturity, be re-invested for the same term at
the current rate of interest payable st the time
applicable to that term.

The Company has maintained the same policy
and procedure with regard to rollovers since
December 1939.

Benchmark 4

Credit Risk
Status: Not Satisfied

RGE9.49 considers all issuers should have their
debentures rated for credit risk by a recognised credit
rating agency.

The Company has in place established credit fisk
management policies and procedures (refer lending
Restrictions and Policy page 18} to mitigate the risk of
non-payment of principal or interest on first mortgage
loans advanced by the Company. The principal
mitigating factors are summarized as follows:

> Maximum loan to value ratios not excaeding 67%.
> Initial advances for terms not greater than 3 years.

> Independent valuations of security property not
more than 6 months old at date of advance.

> Loans approved at director and executive
management level within approved discretions.

> Independent Expert monitoring of drawdowns
under construction loan advance.

> Potential for settlement risk on construction loans
mitigated by incorporating where appropriate pre-
sales of finished product at price levels supported
by independent valuations.

> Conduct of monthly reviews of the Company’s
loan portfolio credit risk profile by directors and
executive managament.

To further mitigate the credit risk associated with the
mortgage loan porifolio the Company has in place
established interest rate risk and portfolio
management policies and procedures which include:

> All loans advanced are interest only at variable
interest ratas which allow for upward interest rate
movements only with interest rates set according
to the assessed cradit risk of the Borrower.

> The Company's Portfolio Management Policy and
procedures reflects a position of primarily funding
short term first mortgage loans with a mix of shor,
medium and longer term investment funds
supported by retained earnings and paid up capital.
The Company's Portfolio Management Policy and
procedures provides for active risk apportionment
through diversity of first mortgage loans by both
industry classification and geographic region.

> To further enhance the credit risk profile of the
Cornpany’s mortgage loan portfolic and to mitigate
risk of non-payment of interest, the Company has in
place an Interess Risk Management Underwriting
arrangement in place which undertakes to pay any
and all outstanding interest payments at or in
excess of 90 days and which may be outstanding
and due for payment at each financial balance date
{June and Decernber). For full details refer
benchmark 5 below, the Company's Financial
Position and its Non-Accrual Loans and Doubtful
debt Policy on page 28 and the Interest Arrears
Policy and Intarest Risk Management Underwriting
arrangement on page 29.

At this stage the Company continues to consider the
options available to it in relation to obtaining an
external credit rating and while the current debenture
issue is not rated for credit risk the Company and its
Directors believe that at this time having satisfied

6 of the 8 benchmarks (refer Introduction Summary
Table above) and given the appropriate management
processes in place, these being consistent with

the Company's establishad business, credit and
operational risk management processes and practices
then as such they mitigate against the need to obtain
an external credit risk rating at this time.



Since commencemaent of trading as a public company
on 24 Dacember 1999 the Company has never
defaulted on a payment of principal and interest on

the debenture securities {past pen‘ormance isnotan:- -
indication of future parforrnancs) S ,ﬁ -

Benchmark 5]

Loan Portfolio
Status: Satisfied

RGE9.58 requires the Company to disclose the
current nature of its loan portfolio in respect to on-
lending the Company's debenture investment funds,

For the purposes of RG69.58(a) refer to the surhmary

of the loan portfolio table below and the Mortgage and *

Debenture Portfolio Mix on pages 32 and 33 for
details of the number and vatue of the loan portfolio.

For the purposes of RG69.58(b) refer to the summary
of the loan portfolio table bslow and the Mortgage and
Debenture Portfolio Mix on pages 32 and 33 for
details of the number and value of the loan portfolio
by class of activity and geographic region. ‘

A summary of the loan purtfolm as at 31 December 2007.

-

For the purposes of RGE9.58(c) as at 31 December
2007 the Company is satisfied that by virtue of the
interest Payment Underwriting Agreement in place
that there were no loans with interast.arrears in

" excess of 90 days refer Benchrnark 5 page 8 and for

full dgta:ls__of the interest arraars policy refer to the
Intarest Amears and Interest Risk Management
Underwriting arrangement on page 29 as well as the
Company's Liquidity Policy at Benchmark 2 abovel.

For the purposes of RG69.58(d) as at 31 December
2007 the Company had 52 first mortgage loans
totaling $180,277.321 {Sourced from the Company’s
own records ~ for further details refer to the Summary

- Schedule of the Loan Portfolio and to the Mortgage -

and Debenture Portfoho M|x on pages:32 and 33).The
Company has also made a loan'to & senior amployea
whlch i referred to-under Benchmark 6. That loan has
not been made aut of debentura holder funds. That

_loan is not included in the summary of the loan

portiolio set out betow or in the Mortgage and
Debenture Portfolio Mix on pages 32 and 33.

toan Numbers Loan Amount Advancad‘ ';‘I“*Class of; Loa" b ;L-lécailnn‘;'y' p‘i'e;g;li;nz Firs'g_‘Mpri'gage_‘Se.:uriIQ
- e - ,« s BTN AR *
! . 9708224 " Commercial T aw 100%
2 ' 2,090,512 Commercial vIC 100%
8 18,176,715 Commercial WA 100%
1 2,136,115 Industrial vIC 100%
1 3,620,890 Industrial WA 100%
8 . . 46575681, °_  Residentia! NSW. 100%
6 . .. -266561293 Residental.. B 100%
Tl Tegseazs - Residentia E - -100%
5 7809910 Residential. vic 100%
7 26,720,075 Residential - WA 100%
5 14,117,028 Rural NSW 100%
2 8,926,963 Rural SA 100%
1 3,430,472 Rural TAS 100%
4 . 3,756,384 Rural WA 100%

Total 52 180,277,321 -

Sro e 100% - .

i

All loans ara secured by first registered mortgages -over real estate assets.

it is the Company’s policy that all Rural loans will be limited to a maximum Loan to Value Ratio of 60%
and all other loans will be limited to a maximum Laan to Value ratio of 67%.



For the purposes of AG69.58(c} as at 31 December
2007 the Company is satisfied that by virtue of the
Interest Payment Underwriting Agreement in place
that there were no loans with interest arrears in
excess of 90 days.

Under the Interest Payment Underwriting Agreement
an amount of $5,305,000 was received by the
Campany prior to 31 December 2007 This
represented the amount of interest fully underwritten
and acquired by the corporate entities associated with
the Directors on 21 loans in the over 90 day interest
payment category. These 21 loans totaling
$63.612,000 represented 40% of the total number

of first mortgage loans outstanding and 35% by first
mortgage loan value.

The Company considers that having regard to the
assessment of realisable value of the underlying
security {the average Loan to Value Ratio being 59%
compared to the Loan to Vatue Ratio for the total first
mortgage loan portfolio of 60% - for further details
refer to the Summary Schedule of the Loan Portfolio
and to the Mortgage and Debenture Portiolio Mix

on pages 32 and 33 as prepared from the Company's
own records) the principal outstanding should be
fully recoverabte.

All loans are secured by first registered mortgages
over real estate assets. It is the Company's policy that
all Rural loans will be limited to a maximum Loan to
Value Ratio of 60% and all other loans will be limited
to a maximum Loan to Value ratio of 67%.

It is the Company policy 10 review on a minimum
monthly basis the interest arrears on the loan portiolio
to assess the acceptability of the credit risk and report
the results to the Trustee on a monthly basis.

As required by RGE9.5B(e} a summary of the lvan
monies lent to the largest borrower and 10 largest
borrowers as at 31 December 2007

The largest loan $16,724,743, represents
9% of total loan monies.

The top 10 loans $86,862,891 represents
48% of total loan monies.

RG69.59 requires the Company to disclose

lending covenants which may apply in respect

to the maximum amount of loans which can

be advanced. The Trust Deed under which the
Company operates provides & maximum single loan
tending covenant whereby the maximum single loan
amount will not exceed:

> the greater of $7.5 million or 25% of debentures
on issue where the debentures on issue do not
exceed $50 million; and

> where the debentures on issue exceed $50
million, the lesser of $25 million or 15% of the
debentures on issue.

The debenture funds raised are invested in a pool
of carefully selected mortgages secured 100% by
first mortgages over real estate.

The Trust Deed under which the Company operates
secures these first morgages and all of the
Company's other assets for the benefit of the
debenture holders by way of a first ranking debenture
charge in favour of the Trustee.

Benchmark 6

Related Party Transactions
Status: Satisfied

RG69.68 requires the Company to disclose certain
detzils in relation to any loans to related parties
and the Company’s policy in relation to loans to
related parties.

Under the Company's Lending Restrictions and

Palicy the Company makes n¢ loans to Directors or
Sharehaolders or other related parties of the Company.
The only exception to this is one loan which has

been made to a senior employee of the Company

in connection with that employee acquiring shares in
the Company. The loan represents less than 1% of
the Company's loan book and is not secured by a
mortgage of real estate. That loan has not been made
out of debenture holder funds.



Benchmark 7

Valuations
Status: Not Satisfied

R(GB9.71 and 69.72 requires the Company to disclose
its policy in respect to management of the valuation
process and specities what approach should be taken
to valuations.

Full details of the Company's Lending Restrictions and
Palicy incorporating the Company’s approach to the
valuation process is outlined on page 18.

The Company’s policy in relation to valuation of real
astate to be used as security for loans incorporates
the following:

» For the purposes of RG69.71 (a} the Company's
Valuation Policy requires that all new loans be
subject to a valuation of the security property the
date of which is to be not more than 6 months old
at the date of the advance with the following
instructions to apply:

For non-construction real estate lending requires
the security property to be valued on an “as is”
basis, and

where the purpose of the loan is for property
development andfor construction the security
property is valued on an “as if complete” basis.

> For the purposes of RGB3.71 (b} the Company's
Valuation Policy requires that all new loans be
subject 1o a valuation of the security property the
date of which is 10 be not more than 6 menths old
at the date of the advance,

The Company's Policy. in relation to ongoing
management and risk mitigation of construction
ioan facilities is that where appropriatg, the
Cormpany will instruct an independent expert prior
to the commencemant of drawdown of the
construction loan to check and confirm the cost
to completa the construction project. Thereafter,
on an ongoing basis until the construction loan
project is complete the independent expert will
provide advice at each drawdown as to the

status of the construction project and whether it
is within the cost and time parameters established
for sach project.

The Campany satisfies these aspects of Benchmark 7

> RGES.71c) states that debenture issuers should

establish a panel of valuers and ensure that no

one valuer does more than on third of the issuer's
valuation work, The Company's Valuation Policy
requires that valuations be obtained from a panel of
professional valuers who are registered or licenced
in the relevant Stats or Territory and who subscribe
to the relevant industry code of conduct and who
hold membership with a professional body together
with appropriate professional indemnity insurance.

in every case the Company appoints suitably
qualified independent valuers on the basis of
experience with particular categories of property.

Instructions to the valuer are comprehensive and
specific to the property type and incorporate the
particular valuation criteria required for all
categories of property,

The Company does not have a policy of applying
a restriction on the level of work one vatuer will
undertake as the Company considers this would
be restrictive and could jeopardize the quality of
yaluation obtained. In this regard the Company
doas not satisfy this aspect of Benchmark 7 As
identified the Company's Policy in relation 10
valuations is t© obtain the best valuation available
in a particular geographic area and for particular
proparty types and categories.

> RGE9.71 (d) states that the appointment of valuers
should be with the Trustees consent.

The Company complies with this requirement. The
Trustee has consented to the appointment of the
valuers currently on the panel. The Company will
seek the Trustee’s consent to the appointment of
new valuers to that panel on a quarterly basis.

RGBY9.72 (b} requires the Company to disclose
certain information about the valuation where
a lpan secured by a property accounts for 5%
or more of the total value of the Company’s

. Loan Portfolio.
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These are first mortgage loans secured by properties which account for 5% or more of the Campany's loan

portfolio as at 31 December 2007:

Loan Loan Property
Numbers Amount Type
1 13,495,549 Residential

2 9,696,824 Residential

3 9,093,473 Commercial

4 16,724,743 Residential

The Company has not provided any further details as
to the valuation of the above properties as it
considers that to do so could breach the privacy of
the borrowers who industry participants may be able
to identify from the above details.

The Company cannot comply with the Benchmark

in terms of detailing the "cost” of the properties

for comparison purposes. The Company would not
necessarily have that information and even if it was
aware of the purchase price of a property because it
had financed the purchase the Company considers that
to disclose such information could breach the privacy
of the borrower for the reason referred 1o above.

The "cost” of a property at some point subsequent
to its purchase may inciude many items such as
development costs, details of which may not either
be available 10 the Company or appropriate to disclose
bscause of the privacy issue referred to above.

Property LVR
Location
WA The LVR at the Time of drawdown
did not and currently does not
exceed 67%
aLd The LVR at the Time of drawdown

did not and currently does not
exceed 67%

QLD The LVR at the Time of drawdown
did not and currently does not
exceed 67%

NSW The LVR st the Time of drawdown

did not and currently does not
exceed 67%

This above information is reviewed monthly by the
Directors and Executive Management as part of the
risk management function in overseeing the financial
control of the Company's funds with this information
being incorporated in the monthly loan portfolio
report (referred to in Benchmark 5 above) submitted
1o the Trustee.



Benchmark 8

Lending Principles - Loan to Value ratios
Status: Satisfied

RG68.77 (a) and {b) requires the Company to disclose
its policy in respect to maintaining the following loan
to valuation ratio:

> Where the loan relates to property development
- 70% on the basis of the latest “as if complete”
valuation; and

> In all other cases - 80% on the basis of the latest
market valuation.

As identified in the Company's Lending Restnctions
and Policy on page 18 and as identified in
Benchmark 7 - Valuations, the Company satisfies
the requirements of the lending Principles - loan to
valuation ratios Benchmark in that loans do not
exceed the above ratios and:

> non-construction real estate lending requires the
security property to be valued on an "as is" basis,
and

> where the purpose of the loan is for property
development andfor construction the security
property is valued on an "as if complete” basis.

It is the Company's policy that all Rural loans will be

timited to a maximum Loan to Value Ratio of 60% and

all other loans, including construction loans will be
limited to a maximurn Loan to Value ratio of 67%.

RGE9.78 requires thae Company to disclose its policy
in respect to funds utilized in relation to property
development and construction loans such that the
funds are only provided to the borrower in stages
based on external evidence of the progress of the
development.

As identified in the Company’s Lending Restrictions
and Policy on page 18 and as identified and
incorporated in Benchmark 7 —Valuations, in relation
to construction loan facilities:

The Company’s Policy, in relation to funding
construction loans is that the funds are provided

on a staged basis subject to confirmation from

a Company instructed independent expert confirming
that the construction works have been completed
and drawdown amount requested is representative
of the construction expenditure.

The Company accordingly complies with
Benchmark 8.

n
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Directors and Senior Executives

Directors

David Morton Geer
Managing Director

David Geer retired in 2004 as a senior partner in
the law firm Herbert Geer & Rundle after 34 years
service to enable him 10 devote his time to the
operations and legal requirements of the Company.
David Geer’s invalvement in the law has primarily
been in the business of mortgage lending and funds
management. He has also, during that time been
an active participant in the mortgage investment
and funds management industry. As Managing
Director he gives the Company an extensive range
of business contacts and opportunities.

Leon Gorr
Director

Leon Gorr is a senior partner in the law firm Herbert
Geer & Rundle specialising in corporate and revenue
law for the past 25 years. He has advised many
clients who have become involved in mortgage
lending and has been an active participant in the
mortgage investment and management industry

for a number of years.

Anthony Henry May
Director

Anthony May is a senior partner in the law firm
Herbert Geer & Rundle specialising in taxation law for
the past 25 years. He has advised numerous clients
and corporations in relation 1o mortgages, public fund
raising and other commaercial ventures and has been
an active participant in the mortgage investment and
management industry for many years.



Senior executives

Trevor Wilson
General Manager

Trevor Wilson has had in excess of 20 years

David Williams
Compliance Manager

David Williams is 8 CPA, Associate of the Property
Institute, & Member of the Institute of Credit Managers
and is the Compliance Officer for the Company. He

experience in the banking, finance and property
industry, 17 years of which were with the Westpac
Group whare he held senior managerment positions
involving the sourcing, risk analysis and overall

has had 40 years involvernent both domestically and
internationally across all operational areas of the
banking and finance industry including managerment
of a mutti-million dollar property loan portfalio for
ANZ Bank for 8 period in excess of 10 years. David is
responsibie for managing and monitoring the financial
reporting and compliance issues relating to the
Company'’s bpsinéss opegatidns as well as managing
the mortgagés advanced by the Company.

management of a multi-milfion dollar investment
and developmaent loan portfolio and senior cradit
functions. Trevor in conjunction with the Managing
Director is responsible for goal setting and the
implementation of the strategic direction including
credit and risk management policy and procedures
as well as setting the diraction for overall marketing
and product distribution.

David Williams
Compliance Manager

e
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Steve Hodges
Senior Credit Manager

Steve Hodges has had in excess of 20 years
experience in the banking and finance industry

with Westpac, holding senior positions in the credit
approval, credit risk and client portfolio management
areas. Stave is responsible for sourcing, settling and
managing mortgages advanced by the Company as
well as assisting with the coordination of the day to
day business operations of the Company.

Angela Palermo
Manager Investor Services & Administration

Angela Palermo was a senior member of the
administration team at Herbert Geer & Rundle and
for the past 20 years has been involved with the
firm's mortgage system, accounting and special
projects. Angela is responsible for the mortgage
systems and Investor Services.

Judy Smith
Investor Services

Judy Smith was a senior member of the administration
team at Herbert Geer & Rundle and is now involved

in the Company’s Investor Services and is responsible
for administration of the investor group and has daily
contact with investors phoning the Company’s

call centre.

Trevor Wilson
General Manager




Summary of Terms of Debenture Issue

Borrowing limitations:
The total face value of all debentures issued by the
Company shall not exceed in total $500,000,000.00

Investment amount:

Investments are to be in multiples of $1,000 with
the minimum investment being $10,000 although the
Company reserves the right to accept applications

to invest for an amount less than that minimum,

Interest:

Current interest rates are shown on a rate card issued
by the Company from time to time. A copy of the
current rate card is available from the office of the
Company as shown in the Company directory or by
telephoning 1300 135 077 or accessing the Company
website at www.balancedsecurities.com.au. Rates
are fixed for the term of the debenture.

Payment of interest:
Investors have the following payment alternatives:

Monthly in arrears directly into a specified sccount
with a financia! institution nominated on the
application form {or by chegue on request); or

On maturity directly into a specified account with a
financial institution nominatad on the application form
{or by cheque on request),

Term of debentures:

Jerms ranging between 6 months and 5 years are
available and detailed on the appended interest rate
card. The debentures may have a slightly shorter or
longer term so that maturity coincides with the final
monthly interest calculation date. The maturity date
wili be specified on the debenture certificate.

Entry fees:
There are no entry fees deducted from funds invested.

Exit fees;
There are no exit fees deducted from tunds invested
for the full term of the debenture.

Early redemption or withdrawal:

Investors may redeem debentures early only in
the case of an emergency, in which instance the
following fees may apply:

> a handling fee squal 1© 1% of the principal redeemed

> reimbursement to the Company of any bank fees
or taxes incurred as a result, and

> costs and losses incurred or suffered by the
Company as a result of the redemption including
movements in interest rates of like events since
the investment was made.

Fees and charges:
Interest rates quoted are net and therefore iree
of fees and ¢charges.

Brokerage:

The Company may pay brokerage calculated on
the amount subscribed to licensed investment
advisors, security dealers and intermediaries on
applications lodged by them. No brokerage is
payable by the investor.

15
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Frequently asked Questions and Answers

What are the Company Debentures?

The Company Debentures issued under this
prospectus are secured by a first ranking debenture
charge in favour of the Trustee over all of the
Company's assets

The Company will initially invest these funds in

short term liguid investments which are held by

the Company and not the Trustee and the Company
then lends these funds 1o borrowers secured by first
registered mortgages in accordance with the lending
policy as specified on page 18 of this prospectus.

It is not the function of the Trustee to approve the
lending policy of the Company.

How secure is a debenture investment?

The debenture security is secured by a charge to

an independent Trustee Company, who holds a first
ranking debenture charge over the mortgages and
other assats of the Company including $31 million
paid up capital and retained earnings of approximately
$40 million as at 30 June 2007 (for further details
refer to page 34 to 36 for audited Financial Reports
and also page 28 for an explanation of the Company’s
capital composition and structure).

Loans made by the Company are on first morigage
only, and are advanced up to 67% of the value of
a property or such lesser percentage as specified
on page 18 of this prospectus.

An independent professional valuation is obtained
from a qualified valuer on the Company’s instruction
to ensure that an accurate value of the mortgaged
property is provided.

Mortgage payments are strictly monitored so that
in the event of a delay in payment, appropriate steps
can be implemented for their recovery.

The Company's accounts are regularly audited by
a national accounting firm.

The Directors and Senior Exacutives have a wealth of
experience in the mortgage lending industry and are
actively involved in the day to day loan approval process.

When will | receive interest payments?

Interest payments can be received on maturity or
monthly when interest is calculated at the end of
day on the 15th of each month and is payable within
seven days thereafter. Payment can be made either
by cheque or by electronically transferring the
payment directly to your specified bank account.

How long do | need to commit myself to a
debenture security?

Debanture securities must be treated as a fixed
term investment. Debenture securities can be for
a relatively short term and are generally for periods
from one to thres years.

Can | access my investment before it matures?

in the case of an emergency it is usually possible

to recover your investment before its maturity date.
In these instances, a handling fee equal to 1% of
the principal redeemed may apply together with
reimbursement to the Company for any bank fees
or taxes incurred as a result and costs and losses
incurred or suffered by the Corpany as a result of
the redemption including movements in interest
rates or like events since the investment was made.

What are the investment risks?

The investment risks include legislative, business,
economic, political and social risks. These issues and
the management of the attendant risks are detailed
and addressed on pages 24 to 27 under the segment
heading of Financial Services and Risk Management.



Can | roll over my detenture when it matures?

Approximately 30 days prior to the maturity date of
your investment we will advise you of the current
interest rates applicable for new terms. If you wish
to change the term or withdraw all or part of your
investment you should advise us in writing at least
7 days prior to the maturity date.

If you do nothing we will automatically roll over
your debenture investment for the same tarm
as previously held at the applicable interast rate.

What are the advantages of the Company debenture?

interest will commence from the date of acceptance of
your investment eliminating the waiting period prior to
a first mongage investmant becoming available,

With first mortgage investments there was usually &
"down time” between when a mortgage was repaid
and funds were placed in an at call account pending
re-investment in a new mortgage. This “down time”
has now been eliminated for investors.

e

Steve Hodges
Senior Credit Manager

Regular fixed monthly interest payments which
can be deposited diractly into your bank account.

There are no entry, account or collection fees and all

interest rates quoted are the net return. The Company
will also absorb all its government bank charges such
as bank accounts Debits Tax (if applicable}.

A pool of mortgages offering you a diversity of
security properties rather than a single mortgage
securing your investment.

The Company and its investments are regulated by the
Australian Securities and Investments Commission
and audited by a national accounting firm.

As a New Investor am | required to provide
identification?

Under the provisions of the Anti-Money Laundering
and Counter Terrorism Act 2006 the Cormpany

is under a lega! obligation to request provision of
refiable documentary information which is capable
of independent verification to confirm identity.

How do | invest in the Company debenture?

Afer reading the contents of this prospecius,
complete the attached application form and return
it together with your cheque in the enclosed reply
paid envelope.
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Lending Restrictions and Policy

Under the terms of the Trust Deed the following
maximum loan to valuation ratios {LVR} apply 1o loans
made by the Company:

Residential 80%
Retail B0%
Commercial 80%
Industrial 80%
Rural 67%
Construction & Development 67%

{of the end value of the development with sufficient
funds being retained 10 complete the project.)

Notwithstanding the above limits set by the Trust
Deed, for the term of this prospectus, all rural
loans will be limited to a maximum LVR of 60%
and all other loans will be limited to a maximum

LVR of 67%.

The Trust deed also provides that at the date of
approval of the loan advance made by the Company,
the maximum single loan amount will not exceed:

>

the greater of $7.5 million or 25% of debentures
on issue where the debentures on issue do not
exceed $50 million; and

whera the debentures on issue exceed $50
million, the lesser of $25 million or 15% of the
debentures on issue.

In addition to the above, 16 manage and controi the
level of risk, the documented current lending policy
of the Company includes the following:

>

All loans are approved at Director level or at
Executive Management level within approved
discretion.

Loan applications are assessed on the borrower's
financial capability to meet repayment requirernents,
together with the adeguacy of the security offered.
Where appropriate the Company may carry out
credit checks or other independent enguiries in
respect of Ioan applicants or guarantors. As well
as taking into account the foregoing, the Directors
and Executive Management of the Company also
exarcise their skill, experience and judgement in
making the final assessment of the Borrower.

All loans require a valuation of the security
property not more than six months old at the
date of advance from a suitably qualified valuer
instructed by the Company. In every case the
Company appoints a qualified independent
valuer on the basis of experience with particular
categories of property holding membership with
a professional body together with appropriate
professional indemnity insurance. Instructions

by the Company 1o a valuer are specific to the
property type and reguire particular vatuation
criteria to be met for all property categories.
Detailed instructions are employed in every case.

In relation to construction loan facilities, where
approgriate, settlemant risk is often amehorated
by requiring pre-sales of the finished product at
price levels which support the valuation obtained
and help determine the assessed credit risk and
exposure levels.

The Company, where appropriate, will instruct a
quantity surveyor to check and confirm that the
cost 1o complete the construction project is within
the cost and time parameters established tor each
projact. Where appropriate the quantity surveyor
will also verify that the quality of the construction
works are generally in line with the building plans
and overall specifications and that they generally
comply with the building codes and the approvals
granted by regulatory bodies.

Through strict management of the retention
paymants process the Company ensures that

it always remains in a position to finance the
completion of the construction works in the event
of financial failure of the borrower.

All mortgage loans advanced are interest onty
established at variable interest rates (allowing for
upward rate movemants only} with rates set
according to the assessed risk of the Borrower.

Mortgage Ioans are initially advanced for terms
not exceading 3 years.

Lending rates are not reduced during the term
of the loan.

The Company makes no loans to Directors of
the Company.

The Company’s internal procedures include
minimum monthly monitoring of default by any
borrower in repayment of principal and interest.

The Directors regularly review the loan portfolio to
determineg if there is a requirement for the creation
of specific doubtful debt provisions. As at 30 June
2007 it was determined there was no requirement
to specifically provide for bad or doubtful debts

{refer Impairment of Assets on page 28 and 30 for
the treatment of provisions for doubtful debis).

The Company has & long history of successful
management of both construction and non-
construction finance lpans.



Details of the Issue

Extent of issue

Within the Trust Deed borrowing limitation thera is
no minimum amount to be raised.

Applications and issue

Application far investment in debentures must be
made on the application form accompanying this
prospectus. Additional prospectus with application
forms are available upon request.

The Company will issue debentures as applications
are received and will issue a debenture certificate
for each application within 14 days after receiving it.

The Company reserves the right at any time during
the offer period not to accept any application that

has been received. Application amounts are to be in
whole multiples of $1,000 with the minimum amount
being $10,000.

Transfer of debentures

Debentures may be transfarred without the Company's
consent but to be effective such transters must be
recorded and registered with the Company. These
transfers may be for all or part of the debentures

held by the investor.

Payment of interest

Where the investor has elected to receive monthly
interest, interest will be calculated monthly at the
end of day on the 15th of each month and paid to
the investor within 7 days thereafter. Interest is
calculated on @ monthly basis at the applicable rate
and will accrue from the date.of acceptance of the '
apphcatlon by the Company _' ) R ‘
i~ 4 »
Whera the mvestor has alected 1o recelva |nterest on
maturity the interest will be paid on repayment of the
principal sum invested. Interest is not compounded

during the term of the debenture.

The Company reserves the right during the currency
of this prospectus to increase or decrease all or

any of the rates of interest or to vary the term of
debentures on offer. Any such change will apply

to subsequent debentures only and will not affect
those already issued.

Where the Company receives an application form
selacting an interest rate or repayment term that is
not current, the Company will either:

1. Refund of the application money to the
applicant; or

2, Notify the applicant of the alternatives available,
and upon receipt of written instructions or a new
application form issue debentures at the current
interest rate and/or term.

Repayment of debentures on maturity

Approximately one month prior to a repayment

date, the Company wili notify each investor of the
forthcoming debenture maturity. The Company will
rapay each investor the amount of each debenture
within 30 days after the repsyment date for the
debenture, if requested within a period of not less
than 7 days prior to that repayment date. Otherwise,
the invested amount will be rolled over for an
equivalent repayment term but at the interest rate

applicable for that term at the expired repayment date.

Earty redemption of debentures by the Company

The Company may redesm at any time prior 10
maturity some or all of the debentures on issue upon
gnvmg at.lgast 30 days pnor natice in wiiting ofits
intention to do $oto the mvestors whose debentures
are to’be redeemed. Redemption will involve
rapa_y'vment of principsl togather with interest up

to the date of redemption.

Angela Palermo
Manager Invastor Services and Administration
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Withdrawat before maturity

The Company will consider requests by investors who

through unforeseen and exceptional circumstances

wish to withdraw part or the whole of an investment

prior to the maturity date. Such early repayment will
be at the discretion of the Company.

if the Company agrees t0 an investor’s request,
the Company may deduct from the amount payable
to the investor a handling fee of 1% of the principal
redeemed and the costs and losses incurred or

suffered by the Company as a result of the redemption

including movements in interest rates or like events
since the investment was made.

Security and risk assessment

The financial position of the Company at the date
of this prospectus is set out in the financial report
on page 36. As at 30 June 2007 the Company had
$31 million in paid up ordinary share capitat and
retained profits of $40,171,760 ({irefer Financial
Reports on page 36 for composition of assets and
also page 28 for an explanation of the Cormpany’s
capital composition and structurel.

The Company has charged all of its assets in favour
of the Trustee to secure the punctual repayment of
all money due to investors.

The charge is a first ranking security. There are no
securities or other liabilities ranking in priority to ar
equally with this charge.

The primary assets of the Company covered by

the charge are the morigages held by the Company
for loans made and various forms of short term
liquid investments.

The funds received on the issue of debentures by the
Company will be invested in one or more authorised
investments, which are as follows:

1. Registered mortgages over freehold and
leasehold land and buildings in Australia.

2. Deposits or investments in one or more of
the following:

> abank;

> a common fund or a cash commoen fund within
the meaning of the Trustee Companies Act 1984
{Victoria);

> securities issued or guaranteed by a
Commonwealth, State or Territory Government;

> investment with any dealer in the short term
money market, approved by the Reserve Bank
of Australia as an authorised dealer, that has
established lines of credit with that bank as &
lender of last resort;

> commercial bills of exchange issued by any
corporation approved by the Trustee or endorsed or
accepted by an Australian trading bank;

> debentures and promissory notes of any
corporation approved by the Trustee.



. an investment in real estate provided that the total

real estate investments of the Company must not
exceed 10% of the amount of debentures on issug
at any time.

. an investment in a mortgage over land where such

mortgage is managed by a responsible entity of a
managed investment scheme registered under
chapter 5C of the Corporations Act provided that
the mortgage does not exceed the loan to valuation
ratio specified on page 18 of this prospectus.

. a contributory mortgage arranged by a solicitor or

firm of solicitors in accordance with any rules that
apply to such a contributory mortgage provided that
the mortgage does not exceed the loan (o valuation
ratio specified on page 18 of this prospectus.

. an investment together with any other person

or company by way of loan on the security of

a mortgage of real property on the basis that

the Company jointly with such other person or
company will be mortgagee of such property as a
tenant in common of such mortgage and provided
that the Company has in the first place agreed
with such other person or company that in the
avent of default by the borrower any one of such
mortgagees may exercise the power of sale
conferred by the mortgage on behalf of all such
mortgagees provided that the mortgage does not
exceed the loan to valuation ratio specified on
page 18 of this prospectus.

. any other investment which may be made by

a trustee under the Trustee Act 1958 (Victoria).

The risk associated with investment in the issue of
debentures as to loss of capital or interest depends
on the financial performance of the Cornpany. This
will be affected by factors including the composition
of the Company’s mongage portfolio and fluctuations
in market interest rates. Interest rates in turn are
influenced by external factors such as general
economic conditions and governmant policy {Refer
Risk Managernant as specified on pages 24 to 27).

Anti-Money Laundering and Counter Terrorism
Act 2006

On 12 December 2006 the Anti-Maney Laundering
and Counter-Terrorism Act 2006 (AML/CTF Act} came
into force with the Australian Transaction Reports and
Analysis Centre {AUSTRAC) being the regulatory
authority responsible for supervision, monitoring and
enforcement of the AML/CTF Act.

Under the AML/CTF Act the Company is required

1o be registered with AUSTRAC as a Designated
Provider of Financial Services for the purposes

of accepting new investor funds. This places a legal
obligation on the Company to request and collect
from new investors, reliabie documentary information
capable of independent verification confirming
investor identity.

The Company has arrangemants in place to ensure it
complies with the legal obligations and requirements
provided for in the AMU/CTF Act.

Stock Exchange listing

The debenturas offered by this prospectus will not
be listed on any stock exchange.

21
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Trust Deed Information

Trustee Role

The role of the Trustee is governed by the
Corporations Act and the Transaction Documents
to which it is a party.

Other than as required by the Corporations Act or as

expressly provided in the Transaction Documents to

which it is a party, the Trustee:

> is not required to take any action or exercise any
right, power or discretion in connaction with any
Transaction Document or the Company or any
other related matter, fact or circumstance;

> is not in any way involved in the day to day
running, management or decision making process
of the Company; and

> has no dutly, obligation or liability 10 the Investors
or the Company.

Trust deed

The Trust Deed between the Company and the
Trustee is dated 4 January 2000, A copy of the Trust
Deed is available for inspection at the Company’s
offices. The following information in this part of the
prospectus is summarised from the Trust Deed.

Issue of debentures

The Company rmay determine the conditions of issue
for any debentures from time to time and may change
those conditions at any time for future applications;
these conditions may include the term of the debenture,
the interest rate, interest payment date and the
minimum investment.

The Company only recognises the debenture-holder
whose dstails are recorded in the Company's register
as the owner of the debenture. Debentureholders
may inspect and receive a copy of the register of
debentureholders as required by the Corporations Law.

Trustee's remuneration

The Trustee is entitled to receive an annual fee

as agreed from time to time with the Company.
The Company will pay this remuneration half-yearly
in arrgars.

The Company must also pay to the Trustee all costs
and expenses incurred by the Trustee in connection
with the Trustee carrying out its duties or powers
under the Trust Deed including in connection with

a breach of the Trust Deed by the Company and in
connection with the convening and halding of any
meeting of debentureholders.

Change of Trustee

The Trustee ceases to be the Trustee for
debentureholders if it ceases to be qualified to do

so under the Corporations Law, or if it is removed by
special resolution of debentureholders or it retires by
giving not less than 80 days notice to the Cornpany or
the Company requires the Trustee 1o retire by not less
than 90 days notice from the Company to the Trustee.

The Company i5 authorised to appeint a new Trustee
and does not require the approval of debentureholders.

Charge

The Company has charged by way of first ranking
fixed and fioating charge all of its assets in favour

of the Trustee as trustee for debentureholders. The
charge secures repayment to investors of all money
invested by them in debentures under this prospectus
together with interest payable on those debentures.

The tangible property that constitutes the security for
the charge is sufficient and is reasonably likely 1o be
sufficient to meet the liability for the repayment of all
money owing by the Company to the debentureholders
and all other liabilities ranking in priority to of equally
with that liability that may have been or may be incurred.

Alteration of the trust deed

The Company may amend the Trust Daed with the

approval of the Trustee where the amendment:

> in the opinion of the Trustee is made to correct
a manifest error or is of a formal, technical or
administrative nature onty, or is required to comply
with the Corporations Law or any other statute;

> may be required by or as a consequence of any
amendment to the Corporations Law or any other
statute and in the opinion of the Trustee is not
prejudicial to the interests of the debentureholders:

» is first approved by a resolution passed ata
meeting convened 1o consider the amendment
by debentureholders holding debentures with
an aggregate face value of at least 75% of the
aggregate tace value of the debentures held by the
debentureholders present at the meeting; or

> applies only in respect of debentures 10 be
issued after the amendment is made and the
amendment does not materially prejudice the
rights of existing debentureholders.



Privacy and 'Confi'de.ntie[‘it'ym

Privacy Policy

The national privacy principles in the Privacy
Amendment {Private Sector} Act 2000 came into force
as from 21 December 2001 10 regulate how private

~ sector orgamsatrons should coltect use, keep and .

disclose personal rnformatron The Company is SUbJECt _
to and will ensure comphance With these prmcrples -

Personal Information

" The Company is committed to protecting the privacy

and security of personal information obtained from
individual investors. The nature of the personal
information collected and maintained ganerally
comprises (but is not limited to) your names,
addresses, contact detaits, bank account details
and tax file numbers. |

Information-Collection .
The Company collects personal information about
you fram your application form for the purpose of
establishing and administering your investment
with us.

Where the Company has obligations pursuant to
legislation, regulatary bodies autherised by law and

financial service industry regulatory codes and schemes
1o collact personal information.we may.request and .
obtain such information regarding the identity and ; -
financial circ_r.rmstanc_eke' 6r indiyiduel'inves'r_ors. &

[NV
Sk

Disclosure of Personal Information

In the provision of products and services to the
individual investor, the personal information gathered
may only be disclosed to your representatives or
other compames or agents.used by thie Company if

express or mferred consent has been obtarned

In sorne other crrcumstances however personal
information {or parts of it} may be disclosed to

'government agencies who may lawiully request

information from time to time but onfy where
required by law to do so.

Access to and Updating of Personal Information
You have the right to seek access to information
that the Company holds about you subject to certain

8 exceptrons as prowded by Iaw You also have the rlght

- ' toask the Company o correct rnformatron about you'

? which isfinaccurate; mcornplete or out of date. Please
contact our Privacy Officer on 1300 135 077

if you wish to update your information or have any
questions regarding the Company's Privacy Policy.
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Financial Services and Risk Management

Financial Services Reform Act 2001

This Act commenced 11 March 2002. The Act made
significant changes to existing regulatory requirements
for the financial services industry including introduction
ot new licensing and disclosure requirements. The
Company has complied with the reqguirements of the
Act and holds a licence to deal in, issue, apply for,
acquire, vary or dispose of a single preduct fixed rate
secured investment security and provide general
product advice but not legal, tax or personal financial
advice. Dealers Licence No. 241382,

Business Risk Management

The Company has established and put in place a
fully operational risk management system plan that
is generally consistent with the Austraiian Standard
for Compliance Programs - AS 4360-1999 and meets
the requirements of its AFS Licence application.
The Company has appointed a Compliance Officer,
who reports to the Board on a regular basis, 1©
manage and maintain the risk management system.
This process provides a structured and systematic
approach to ensure strategies are in place to meet
the Cornpany's obligations under the Corporations
Act, its AFS Licence, as well as all other core risks
including financial, human resource, technology.
internal and external business and economic risks
which impact on the Company's operations.

The risk management system plan is reviswed by the
Board who meet on a regular basis 10 examine andfor
identify sources of risk and confirm the strategies

put in place to mitigate those risks. The action arising
fram these regular reviews flows directly to the
implementation of policy and the making of procedural
adjustments within the Company’s operations and
supports its commitment to a policy of maintaining
continuous improvament.

Investment Risk

investors should be aware that an investment in the
Company involves various risks that may be categerised
into particular business risks and general investment
risks. To fulty understand the risks associated with

an investment in the Company you shouid read this
prospectus in its entirety and determine whether

this investment is suited to your own financial
circumstances and accords with your own investment
objectives. It is atso recommended that you shoutd
sesk your own indapandent financial advice prior to
making your investment decisions.

Capital Risk

Investment in the Company’s Debentures is not
capita! guaranteed. During the life of an investment
the vatue of the security property supparting the
loans secured by mortgages ovey real estate may
alter in response 10 various factors outside the
Company’s control. Such factors may include
economic cycles, property market conditions,
government policy, inflation rates and general
business confidenca. In the event of a default it is
possible that as a result of these factors the realizable
value of the security property may be less than the
sum required to satisfy the loan amount and the
capitalized interest and costs, in which case investors’
capital may be diminished,

The Capital Risk is managed by applying consarvative
lending guidelines and loan selection, assessment
and property valuation criteria (Refer Lending
Restrictions and Poiicy page 18 and average Loan to
Value Ratio {as at 31 Dacember 2007 for the loan
portfolio of 60% - refer page 32), the pooling of
mortgages spread across geographic and a number
of property sectors (refer page 32 and 33) 1o obtain
the benefit of divarsification together with efficient
management systems and regular mortgage loan and
valuation reviews, the potential for a loan default to
incur a capital loss is mitigated.

Other investments of the Company include cash
at bank.

The risk that other investments may not be fully
realisable is mitigated by allocating the cash holdings
10 a deposit account with its banker a major
Australian Trading Bank.

The Directars and Executive Management actively
menitor all mortgage loans on a minimum monthly
basis for adequacy of provisioning for bad and
doubtful debts and the inciderfce of arrears in loan
principal and interest payments. Where loans are
identified as being in arrears prompt action is taken
by directors and executive management to bring
mortgage loans into order of to exercise Fecovery
proceedings to obtain repayment {including the
assessrment of the supporting property valuation}.



In managing the mortgage loan portfolio the directors
and executive management, ensure that the Company
is named as having an interest as mortgagee in all
insurance policies (except where the policy is in the
name of the governing body corporate). Adequacy of
policy cover while the loan is in place and proof of
continuance of the policy is monitored on a regular
monthly basis. in the event that a borrower fails to
renew a policy of insurance the Company may effect
renewal of the policy on the borrower’s behalf to
ensure continuity of insurance and protection of the
security property.

As at 30 June 2007 the Company's impairment
testing regime determined there was no requirement
to raise a specific provision for bad and doubtful
debts. The Company considers with liquidity (Cash
heldings of $39,821,018 as at 30 June 2007 refer
page 36) and the tevel of Total Equity (Total Equity of
£71.171,760 as at 30 June 2007 refer page 36 for
audited Financial Reports and also page 28 for an
explanation of the Company's capital composition and
structure} and with the interest arrears risk
management undertaking in place there would be
minimal adverse affects on the Company’s business
operations and cash flows arising from a capital loss
due 10 a loan default (Refer Non-Accrual Loans and
Doubtful Debts on page 28 and International
Accounting Standards on page 30 for future
treatmant of provisions for bad and doubtiu! debts).

Changes in Interest Rates

Interest rate risk is the risk that interest rate
movements ¢an have on returns and the repayment
of principal. Rising interest rates will leave investors
exposed to lower returns {depending on their
selected investment tarm) and rising interest rates
may impair a borrower's ability to mest repayments
of principal and interest which could in turn impact
on the Company’s ability to meet its obligations.
The Company mitigates this risk by.

1. Maintaining a pool of mortgages whose average
lending rates are comfortably in excess of the
investment borrowing rates.

2. Issuing short and long dated Debentures for
periods of 12 months through to 5 years while
lending to Borrowers on predominantly shorter
terms of 6-12 months {Refer Mortgage and
Debentures Maturity Schedule page 33).

3. Maintaining a variable interest rate regime and
incorporating an interest rate floor in respact of
all mortgage loan facilities such that, a changs in
interest rates will not adversely impact on the
Company’s lending margins.

4. Adopting consarvative lending policies and loan
to value ratios to provide for the potentiat risk
of interest rate rises creating the potential for
Borrowers' to default {Refer Lending Restrictions
and Policy page 18 and for the average loan 10
value ratio for the loan portfolio of 60% refer
to page 32).

Tom May
_ Director
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Property Development Funding

The risk associated with funding property
development projects include that wherg interest is
capitalised over the term of the loan facility then the
flow back of cash from the project is only received
when the development project is completed.

This risk is mitigated by virtue of the securities
issued by the Campany being invested in a diversified
pool of first morigages over real estate (Refer
wortgage and Debenture Portfolio Mix on page 32
and 33} at a Loan to Value Ratio not exceeding 67%
and by the Company requiring, where appropriate,

a predetermined level of pre-sales of the finished
product at price levets which support the valuation
obtained and which support and confirm the
assessed credit risk and exposure levels (Refer
Lending Restrictions and Policy on page 18). The
foregoing. when combined with the strict
management of the retention payments process

by the Company ensures that it always remains in

a position ta finance the completion of the
development project in the event of financial failure
of the Borrower {Refar Lending restrictions and Policy
on page 18}

Further, the Company maintains significant cash
batances to enable it to mitigate and manage this risk
{refer audited Financial reports on page 36 where
Cash Assets were $39,821,018 as at 30 June 2007).

Key Management Resources

A strength of the Company is the skill, experience
and qualifications of the Managing Director and
executive management team to manage the
Company's operations.

The risk of executive absence and succession
planning are mitigated by the Managing Director,
Directors and executive management team having
complementary skills and necessary experience to
ensure continuity in managing the Company’s
business operations in the event of a director

or exacutive being absent.

General Investment Risks

Economic, Potitical and Social Risks

In the course of managing its loan portfolio, the
Company will be exposed to the direct and indirect
consequences of political, economic or social changes
in the investment arena. As such, investment
performance may be affacted by general economic
conditions, changes to government policy in relation
to taxes, exchange rates, legislative changes, land tax,
income tax, the direction for particular industries and
other market factors. While these factors may
generally be beyond the control of the Company,

the Company continually monitors the state of the
economic environment with a view to endeavoring

to minimise the affect of such changes on the
Company's overall loan portfolic and performance.

Qverall, the Company operates an active risk

management program which maintains continuous

review of all identified risks and provides regular

reporting 1o Directors giving thern the capability of

measuring the risk tolerance levels and determining

the acceptability or otherwise of such risks in the |
ongoing management of the Company’s operations.



Complaints Procedure

The Company accepts the importance of ensuring
the Investors and consumers have a right to
comment or camplain and equally recognises the
benefits to be derived therefrom through delivery

of an improved quality of product and service.

To assist this process the Company has in place a
set of internal dispute resolution procedures that are
generally consistent with the Australian Standard for
Compliance Programs -~ AS 3806-1998 and meet the
requirements of its AFS Licence.

If the response is not satisfactory, the complainant
may refar the matter to the Company’s external
dispute resolution scheme to obtain assistance. This
external body has been established as an objective
body to hear unresolved complaints and contact can
be made directly by referance to the Financial
Industry Complaints Service Limited at RO. Box 579,
Collins Street West, Melbourne Vic 8007 The
Company is & registered member of this service.

Compliance Arrangements

The Company has appointed a Compliance Officer,
reporting to the Board, to oversee and supervise
compliance arrangements and ensure that procedures
are in place which are generally consistent with the
Australian Standard for Compliance Programs - AS
3806-1998 and meet the requirements of its AFS
Licence. The compliance arrangements in place
provide a structured and systematic process whereby
the Company is able to comply with all its regulatory
obligations under the Corporations Act, its AFS Licence,
and also provides investors with the confidence that
the procedures and practices in place ensure that the
Company's services are provided in a fair, honest and
efficiont manner to protect their interests.

Financial Sector (Collection of Datal Act 2001

On 1 July 2002 the responsibility of registering,
categorizing and data collection for Financial
Corporations changed from the Reserve Bank of
Australia to the Australian Prudential Regulation
Authority {"APRA"). This does not mean that the
Company is supervised by APRA or that deposits
will have right of priority of repayment conferred
upon depositors by Section 13A of the Banking Act.

Your investment is a First Ranking Secured Debenture
regulated by:
> the provisions of the Corporations Act 2001
as supervised by the Australian Securities and
Investment Commission ["ASIC”), and
> the terms of the Trust Deed lodged with ASIC
on 4 January 2000.
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Corporations Act Requirements

Company’s financial position

The Company was established on 26 August 1998
for the purpose of raising money for investment in
mortgage loans. All expenses relating 1o the
establishment of the Company, the Trust Deed and
the first prospectus have been absorbed by a related
entity without any liability or obligation on the
Company for reimbursement. As at 30 June 2007 the
Company has a total paid up ordinary share capital

of $31,000,000 which comprises 1,000,000 ordinary
shares issue at incaption and 30,000,000 A class
shares issued during the period 1 July 2004 to

31 December 2004 to H G & R Management Pty Ltd
in consideration of the transfer by way of rollover to
the Company of the assets used by the Company in
its business under licence since inception. There are
retained profits of $40,171,760 as at 30 June 2007

The Company advises that no dividends have been
declared in the period commencing 1 July 2006
through to 31 Decernber 2007,

A surnmary of the Company’s financial position and
performance is included {Refer Statement of Financial
Position page 36) together with the independent
Audit Report for 30 June 2007 financial year. A copy
of this financial statement is available on request.

The Company also prepares interim financial statements
as at 31 December 2007 This financial staternent will be
available foflowing lodgrment with ASIC.

In assessing the future performance of the Company past
performance is not indicative of future performance.

Vanessa Gray
Documentation and Security Officer

Non-Accrual Leans and Doubtful Debts

Repayment Arrangements

Principal repayments of loans advanced by the
Company are made at times agreed between the
Company with Borrowers,

Doubtful Debt Policy

The financial circumstances of borrowers may change
from time to time as may the value of the underlying
security. There is a risk of borrowers defaulting on
loans advanced by the Company or non-realisation of
the assessed realisable value of the security
properties. This could result in a loss of principal loan
amount to the Company.

As a prudent measure mortgage loans are recognized
at their recoverable amounts, after assessing required
provisions for impairment. Impairment of a mortgage
loan is recognized when there is reascnable doubt that
not all the principal and interest can be collected in
accordance with the terms of the mortgage loan
agreemant. Impairment is assessed by specific
identification in relation to individual loans and by
astimation of expected losses in relation to loan
portfolios whers specific identification is impracticable.

Bad debts are written off when identified, If a provision
for impairment has been recognized in relation to a
loan, write-offs for bad debts are made against the
provision. If no provision for impairment has previously
been recognized, write off for bad debts are recognized
as expenses in the income statement.

In determining the tevel of general provision to be
applied in any period the aconomic loss evaluation
process is subject to a series of estimates and
judgements. Reference is made to the probability of
default, overall risk profile of the loan portfolio, economic
conditions. historical experience, leveliquality of collateral
held, industry best practice and credit risk managerment
policies. {Refer Impairment of Assets on page 30 and
International Accounting Standards on page 30 far
treatment of provisions for bad and doubtful debts).



Interest Arrears Risk Management
Underwriting Arrangements

Corporate entities associated with the Directors have
agreed to provide an interest payment underwriting
service to the Company undartaking to pay any and
all outstanding interest payments for loans with
interest arrears at or in excess of 890 days and which
may be outstanding and due tor payment at each
financial balance date {June and December). This
enhancement to the security of the Debentures atso
provides that entities associated with the Directors
have the right to pay any and ali current interest
arrears that may be outstanding and due for payment
at each financial balance date (June and December}.
This arrangement, which creates an obligation to pay
all interest arrears at or in excess of 90 days and
provides the right to pay any current interest arrears
payments is formalised by way of an underwriting
agreement between the Company and the entities
associated with the Directors.

The extent of underwriting commitment provides for
interest cover for amounts up to $7500,000 per vear.
Obligations and exposure undertaken as at 30 June
each year as described below have been sourced
from the Company's records.

These arrangements have been in place and
honoured since the Company's inception.

The interest amount paid by the underwriter for the
financial years ended 30 June 2001, 2002, 2003,
2004, 2005, 2006 and 2007 was respactively
$1,144,000, $2,501,000, $2,453,000, $2.649,000,
$4 808,000, $5,271,000 and $5,240,000.

As at 31 December 2007 there were 21 loans
totaling $63.612,000 where interest was in arrears
for periods in excess of 90 days resulting in the
arnount of current interest arrears which have been
fully underwritten and acquired by the corporate
entities associated with the Directors being
$5,305.000. The Company is therefore satisfied that
as at 31 December 2007 it has no loans with interest
in arrears in excess of 90 days and that having
regards to the assessment of the realizable value

of the underlying security and the level of loan
provisioning then the principal outstanding on all the
mortgage loan facilities should be fully recoverable.

The trustee has not sighted or otherwise been
involved in negotiating or reviewing the underwriting
agreament. The enforcement of the provisions of the
underwriting agresment is a matter solely between
the Company and the entities associated with the
Directors providing the underwriting commitment.

Interest shorttall paid by the underwriter represents
interest charged but unrecovered on mortgage loans
advanced by the Company but which has been paid
and indemnified by the corporate entities associated
with the Directors such that the Company received
the non-default rate of return on its mortgage loan
portfafio and accordingly, has not suffered an
operational or financial loss on any toan for any
financial reporting period.

The Interest Amears Risk Management Underwriting
Agreement provides that the corporate entities
associated with the Directors are entitled to receive a
premium for this sarvice but only upon the successiul
recovery and paymant of the outstanding interest
amounts by the borrower to the Company.

These premiums are established at normal
commercial ratas for transactions of this nature and in
line with arrangements payable to external providers
of similar risk undarwriting services.

Non-accrual loan risk mitigation

The Company is sausfied that by virtue of the

interest Payment Underwriting Agreement in place
then as at 31 December 2007 there weren't any

loans with interest in arrears in excess of 90 days.
The Company considers that having regard to the
assessment of the realisable value of the underlying
security and the level of loan provisioning the principal
outstanding on the mortgage loan facilities should be
fully recoverable,
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International Accounting Standards

The Company’s financial reporting complies with the
international Financial Reporting Standards (AIFRS)
in their entirety and has been reflected in the
company’s financial statermants for the year ending
30 June 2007 The disclosure requirements for
Financial instruments under AASB 132 have been
replaced by AASB 7 These amandments only involve
changes to the financial instrument disclosures within
the financial report and therefore there will be

no direct impact on amounts included in present or
future financial reporting. The adoption date for
reporting under AASB 7 by the Company is as from
1 July 2007

Goodwill

Goodwill is carried at cost. At each reporting date
the Company reviews the carrying values of its
goodwill to determine whether there is any indication
that those assets have been impaired. if such an
indication exists, the recoverable amount of the
asset, being the higher of the asset’s fair value less
costs to sell and value in use, is compared to

the asset’s carrying value. Any excess of the asset's
carrying value over its recoverable value is expensed
to the income statement. The Company performs
impairment testing annually for goodwill with an
indefinite life.

The Company performed impairment testing as at

1 July 2007 and confirmed no impairment of the
$30,000,000 goodwill as disclosed in the Company’s
financial statements at 30 June 2007

Impairment of Assets

Under AASB 136: Impairment of Assets, the
recoverable amount of an asset is determined as

the higher of fair value less costs to sell, and value

in use. In determining value in use, projected future
cash flows are discounted using a risk adjusted
pre-tax discount rate and impairment is assessed for
the individual asset or at the 'cash generating unit’
lavel. A ‘cash generating unit’ is determined as the
smallest group of assets that generates cash fiows
that are largely independent of the cash inflows from
other assets or group of assets. The current policy is
to determine the recoverable amount of an asset on
the basis of undiscounted net cash flows that will be
raceived from the asset's use and subsequent disposal.
tis likely that this change in accounting policy will
lead to impairments being recognised mora often.

The Company's impairment testing policy reguires
that as from 1 July 2005, all assets be tested for
impairment on an annual basis as at 1 July each year.



Interests and payments

No director of the Company or any of the other persons
specifiad in section 711{4} of the Corporations Act has
at the date of issue of this prospectus or had within
the previous 2 years any interest in the promotion of
the Comnpany or in property proposed

to he acquired by the Company in connaction with

its formation or promotion except as follows:

1. The following directors either directly or indirectly
have an intarest in the foliowing number of
ordinary shares in the Company:

D M Geer one million {1,000,000} shares
L Gorr one million (1,000,000 shares
A H May one million 11,000,000 shares

and in the following number of A class shares in
the Company:

D M Geer thirty million {30,000,000) shares
L Gorr thirty miltion {30,000,000} shares
A H May thirty million (30,000,000} shares

2. During the period 1 July 2006 to 31 December
2007 no dividends ware declared by the Directors.

3. Each of the Directors is entitled to ba paid
director's faes by the Company at ordinary
commercial rates.

4. Each of the Directors Leon Gorr and Anthony
Henry May are partners in the legal firm Herben
Geer and Rundle with Director David Morton Geer
being a sole practitioner in the legal firm David
Geer Lawyer. These firms:

> will act as lawyers 1o the Cormpany and will be
entitled to legal fees for doing so:

> will receive legal fees paid by mortgagors
for the preparation of security documents in
refation to loans made by the Company;

> may charge the Company for the provision
of office space and facilities at ordinary
commercial rates.

No amounts have been paid or agreed to be paid
in cash or shares or otherwisa:

> to any director or proposed director to induce
them to become or to gualify as a director of
the Company,;

> 1o any director or other person referred to in
section 711 {4) of the Corporations Act for services
pravided by them in connection with the formation
or promotion of the Company or this offer of
securities except as follows:

> to Hall Chadwick, $34,900 for auditing and financial
services associated with the preparation of the
financial report presented and contained
in this prospectus.

> To Harwood Andrews Lawyers, $7.000 for
legal services in relation to the preparation
of this prospectus.

Consents

The Trustee and the Lawyers named in this
prospectus have consented to being so named and
have not withdrawn such consent. Hall Chadwick
have given and have not, before the lodgement of
this prospectus, withdrawn their written consent 1o
the issue of this prospectus with their report in the
form and context in which it appears.

3
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Mortgage and Debenture Portfolio Mix

As at 31 December 2007 the Company from its own
records prepared the following information which
represents the diversity of Mortgages by Industry
Classification including Liquidity, and by Geographic
Region as well as showing Term to Maturity for both

Mortgages and Debentures.

Anatysis of Portfolio

as at 31 December 2007 % $
Type

Retatl 0% .-
Industrial 3% 5§,757005
Comrnercial 15% 29,969,451
Residential 57% 114,320,018
Rural 15% 30,230,846
Cash 10% 19,457.208
Total 100% 199,734,529
Construction Vs Non-Construction

Construction 34% 61,114,315
Non Construction 66% 119,163,006
Total 100% 180,277,321
Construction Type

Retail 0% -
industrial 0% -
Commaercial 16% 8,702,224
Residential 84% 51,412,091
Rural 0% -
Total 100% 61,114,315
Construction Location

NSW 4% 2,486,154
QLb 59% 36,358,353
vIC 5% 3,049,825
WA 3% 19,219,982
SA 0% -
TAS 0% -
NT 0% -
Total 100% 61,114,315

Analysis of Portfolio

as at 31 December 2007 % $
Portfolio Location

NSW 30% 60,692,710
QLD 18% 36,358,353
VIC 6% 12,036,537
WA 26% 52,274,063
SA 8% 15,485,186
TAS 2% 3,430,472
LiauitIty 10% 19,457.208
NT 0% -
Total 100% 199,734,529
Mortgage Maturity in Months

Gwo6 67% 120,289,300
71012 3% 55,793,725
131024 0% 884,258
25+ 2% 3,310,038
Total 100% 180,277,321

Average Loan Size and LVR

Average Loan size 2% 3,466,872
Average Loan to Valuation Ratio 60%

Debenture Maturity in Months

Oto6 36% 44,426,827
71012 45% 56,729,272
131024 14% 17.338,022
25+ 5% 6,808,351
Total 100% 124,303,472
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Auditors Report

Independent Audit to the members (c HO" ChOdVViCk

of Balanced Securities Limited Chortered Aacounfants £ Duavets Advisers

Report on the Financial Report

We have audited the accompanying financial report of Balanced Securities Limited, which comprises the

_balance sheet as at 30 June 2007 and the income staternent, staternent of changes in equity and cash flow

statement for the year ended on that date, a summary of significant accounting policies and other explanatory
notes and the directors' declaration.

Directors’ Responsibility for the Financial Report

The diractors of the company are responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards {including the Australian Accounting Interpretations) and the
Corporations Act 2001. This responsibility includes establishing and maintaining internal control relevant to the
preparation and fair presentation of the financia! report that is free from material misstatement, whether due to
fraud or error: selacting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances. in Note 1, the directors also state that the financial report of Balanced
Securities Limited complies with all International Financiat Reparting Standards (IFRS} in their entirety.

Auditor’s Responsibility

Qur responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. These Auditing Standards reguire that we comply with relevant
ethical requiremants relating to audit engagements and plan and perform the audit to obtain reasonable
assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financiat report. The procedures selected depend on the auditor's judgement, including the assessmant of the
risks of material misstatement of the financial report, whether due to fraud or error. In rmaking those risk
assassments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financia! report in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonablenass of accounting estimates
made by the directors, as well as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and eppropriats to provide a basis for our
audit opinion.



Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001,

Auditor’s Opinion
In our opinion:

a. the financial report of Balanced Securities Limited is in accordance with the Corporations Act 2007,
including:

(i} giving a true and fair view of the company’s financial position as at 30 June 2007
and of its performance for the year ended on that date; and

(i complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001,

b. the financial report also complies with Interational Financial Reporting Standards as disclosed in Note 1.

/{éz/ (e it

+HALL CHADWICK Melbourne
Chartered Accountants 28 August 2007

GRAEME MARRIOTT
Partner
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Financial Reports

Statement of financial position

Period Ending

30 June 2007

30 June 2006

$ $
Current Assets
Cash Assets 35,821,018 26,544,269
Mortgage Receivables 116,513,258 104,418,977
Total Current Assets 156,334,276 130,963,246
Non-Current Assets
Mortgage Receivables 3,335,168 15,972,713
Office equipment - 5,461
Deferred Tax Assets 31,007 40,085
Goodwill 30,000,000 30,000,000
Total Non-Current Assals 33,366,175 46,018,258
Total Assets 189,700,451 176,981,505
Current Liabilities
Payables 125,518 261,731
Interest bearing liabilities 79,426,029 73,727929
Debenture interest accrued 1,395,629 1,283,217
Mortgage interest in advance 2,465,958 2,950,774
Provision for Employees 44,858 A4 858
Tax liabilities 375,748 271,038
Total Current Liabilities 83,833,640 78,539,547
Non-Current Liabilities
Interest bearing liabilities 33,969,409 37283,398
Debenture interest accrued 667145 402,526
Provision for Employees 58,497 88,759
Total Non-Current Liabilities 34,695,051 37774,683
Total Liabilities 118,528,691 116,314,230
Net Assats 71,171,760 60,667275
Equity
Contributed equity 31,000,000 31,000,000
Retained profits 40,171,760 29667275
Total Equity 71,171,760 60,6672.275
Statement of financial performance
Profit from ordinary activities before income tax expense 15.008,103 10,835,068
Income tax expenses relating to ordinary activities (4,503,618 {3,251,612)
Net profit from ordinary activities after income tax expense 10,504,485 7583456

Past performance is nat an indication of future performance.



Statement of Directors

The directors ara of the opinion that the Company
will be in a position to meet all principal and interest
payments on debentures issued under this prospecius
as they fall due and that the Company will trade
successfully in tha coming year.

Signed by or on behalf of the directors of the
Company each of whom have consented to the issue
of this prospectus.

David Morton Geer

M«WL—

Leon Gorr

B

Anthony Henry tMay

Leon Gorr
Director
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Completing your Application Form

To complete your application
Please use BLACK or BLUE pen;

Please use CAPITAL LETTERS and mark
your option with an X;

Please ensure you list your full name, or
in the case of companies the full company
name plus ACN;

if you are investing in the name of a trust
please ensure the investment is in the name
of the trustee by listing the trustee’s details in
the investor details section.

You should refer to the table below for tha correct
registrable name format to be used when completing
the Application Form.

Term

Please nominate a term for your debentures

in section 4 of the application form. The available
terms are specified on the rate card.

interest rates

The interest rates payable on debentures are set out
on the Company's current interest rate card. Please
insert the relevant rate in section 4 of the application
form.

Interest payment

Please specify your banking details for payment into
your nominated account and elect one of the two
distribution methods either:

> Monthly distributions; or
> Payment on maturity.

Tax file number

You are not required to provide your tax fite number
("TEN"}, but if you do not, or no exemption details
are supplied, the Company is required to withhold
tax from income distributions at the highest marginal
tax rate plus the Medicare levy.

You can choose not to quote your TFN or claim an
exemption; this is not an offence. The Company is
authorised to collect TFN's under tax law. For more
information about TFN's, please contact your nearest

tax office.

Your cheque

Make your cheque for your investment payable
to “Balanced Securities Limited’, cross it “Not
Negotiable” and attach it to your application form.

Where to send your completed application forms
By Post: Balanced Securities Limited

Reply Paid 4348

MELBQURNE VIC 3001

By Hand: Balanced Securities Limited
Level 23, 385 Bourke Street
MELBQURNE VIC 3000

Applications and cheques received will be processed
by the next business day after receipt.

Need assistance?

If you have any questions of queries in completing
your application form please do not hesitate 1o contact
the company on 1300 135 077 between 8.00am

and 5.00 pm (Melbourne time), Monday to Friday.

TYPE OF INVESTOR CORRECT FORM {NCORRECT FORM
individual

Provide all given names in full, do not use initials M Eric Paul Clipton E P Clipton
Company

Provide the full company name and Watson Pty Limited Watson P/L

do not use abbreviations

Trusts

Use personal namefs} of the trustee(s) or company Mr Harvey Wentworth The Wentworth
name, do not use the name of the trust Wentworth Pty Ltd Family Trust

Superannuation Funds
Use the name of the trustee and also provide the
name of the superannuation fund

Partnerships
Use personal names. Do not use name of partnership

Minor (person under the age of 18}

Provide the name of the responsible adult
Deceased Estates

Use the executors personal name, do not use the
name of the deceased

Clubs/Unincorporated Bodies

Business Names

Use Dffice Bearer(s) personal namel(s)

Do not use the name of the Club etc

Wallis Superannuation
Pty Ltd ATF The Wallis
Superannuation Pty Ltd
Superannuation Fund

Mr Sam Jones and
Mr Trevor Jones
< Jones & Jones AJ/C >

Mr James Peter Haven

Mrs Jean Hobson

Wallis Superannuation
Pty Ltd (super a/c}

Jones & Jones

Miss Betty Haven

Estate of Janice Hobseon

< Estate Janice Hobson A/C >

tir Denis Burton
< Capex Golf Club A/C >

Capex Golf Club
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Application Form
Debenture Security Investment

BALANCED SECURITIES

No debentures will be issued on the basis of this prospectus afte2® March 2009

1. APPLICANTS NAME(S):
Sumame / Company name Given names
Investor 1
Title:

Investor 2
Title:

Company Name: ACN/ABN:

2. CONTACT DETAILS:
Full posta! address:

Suburb: _State: : Postcode:;
t
Elephone:
Home: Work:
Email: Fax:
3. OCCUPATION: DATE OF BIRTH:

|
|
]
1
'

4. INVESTMENT DETAILS:
Minimum initial investment of $10,000.00 - Additional investment in multiples of $1,000.00

Amount: Term:
{Select from interest rate card}

Rate: Interest frequency:
{Monthly or maturity}

5. PAYMENT INSTRUCTIONS:

D Please establish a direct payment facility for payment of my interest {and principal on maturity}:

Accouni name:

Financial institution: Eranch:

FS.B. number:

D Please forward a cheque for payment of my interest {and principal on maturity) to the above address.
IMPORTANT: THIS APPLICATION IS TO BE COMPLETED AND SIGNED ON THE REVERSE

Account number:




Application Form
Debenture Security Investment

6. TAX FILE NUMBER:

BALANCED SECURITIES

If you do not supply a tax file number or exemption tax will be withheld from your interest at the top marginal rate

plus the Medicare Levy.

7. VERIFICATION OF NEW APPLICANTS IDENTITY

Investor 1 Investor 2
Name: Name:
TEN/ABN TFN/ABN

or exemption: [T exemption:

For individual and non-incorporated partnerships and trustees an original or certified copy of a current Australian

Passport or Australian Drivers Licence.

For domestic companies an original or certified copy of the certificate of registration including the ACN and ABN
and for beneficial owners an original or certified copy of the trust deed

8. DECLARATION AND SIGNATURE:

| f We have read the prospectus dated®y February 2008 and agree to be bound by the conditions of the offer set

out in the prospectus.

| / We agree and understand the terms used in the application have the same meaning as in the Trust Deed.

If signed under power of attorney, | / we declare that | / we have no knowledge of the revocation of that power

of atiorney.

Investments will only be accepted by cheque made payable to Balanced Securities Limited

The Company is subject 1o the provisions of the Anti Money Laundering and Counter Terrorism Act 2008 and
may need to request new investors provide relisble identification capable of independent verification.

;rint name:

Print name:

Signature: {of investor / company representative)

Signature: (of investor)

Date:

Balanced Securities Limited {ABN 54 083 514 685)

Date:

Reply Paid 4348, Melbourne, Victoria 3001 Level 23, 385 Bourke Street, Melbourne, Victoria 3000

OFFICE USE ONLY

Client number:

Client number:

Date received:

Investment number:

Processed by:

Certificate number:

Introduced by:

Introduced by:

Identity Verified:

Identity Verified:




Directory

Balanced Securities Limited

ABN 54 083 514 685

Telaphone: 1300 135 077

Facsimile: 03 9640 0748

E-mail: contact@balancedsecurities.com.au

Web Page: www.balancedsscurities.com.au BALANCED SECURITIES
Mail

GPO Box 4348

MELBOURNE VIC 3001

Head Office
Level 23, 385 Bourke Sireet
MELBOURNE VIC 3000

T "
rustee —
Australian Executer Tnustees Limited /

ABN 84 007 869 724

Leval 22, 207 Kent Street ?usuahal}

SYDNEY. NSW 2000 xecutor lrustees

Auditors

Hall Chadwick € Hall Chadwidk
Levei 12, 459 Collins Street Charered Actountonss & Dusiness Advisers

MELBOURNE VIC 3000

Lawyers for the Company
David Geer Lawyer

Level 23, 385 Bourke Street
MELBOQURNE VIC 3000

Herbart Geer & Rundle Lawyers
Level 21, 385 Bourke Street Herbert | Geer X Rundle L.avwsyers

MELBOURNE WIC 3000

Lawyers for the prospectus issue
Harwood Andrews Lawyers Harw
Level 13, 15 William Street
' n
MELBOURNE VIC 3000 _é__d._rw







