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Prospectus Date: 2 October 1998
Expiry Date: 1 October 1999

This Prospectus is dated 2 October 1998. No units will be allocated or issued on the basis of
this Prospectus later than 12 months after the date of issue of this Prospectus. A copy of this
Prospectus was lodged on 2 October 1998 with the Australian Securities & Investments
Commission (‘ASIC’). The ASIC takes no responsibility for the contents

of this Prospectus. None of Heine Management Limited (ACN 006 475 449), Heine
Investment Management Limited (ACN 006 065 032), Sandhurst Trustees Limited
(ACN 004 030 737) and any of their associates or directors, guarantees the performance
of the Trusts.
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Key Features

Forecast Distributions

Year Ending

30 June 1999% 2000 2001 2002 2003 2004 2005
Return

onEquityT 10.5% 10.7%  10.8%  10.9%  11.5% 12.8% 13.8%
Tax

Advantaged 100% 76.9%  60.4% 50.8%  49.2% 32.6% 26.4%

Investment Objective

To provide investors with a high level of income return in excess of 10% p.a.
(before tax) over the term of the investment.

Investment Strategy

To invest in a retail shopping centre anchored by a Big W discount department
store and a Woolworths supermarket.

Investment Structure

2 unit trusts, facilitating investment by both superannuation and non-
superannuation investors.

Term of the Trusts

The term of the Trusts is expected to be 7 years.

The Property

Lake Macquarie Fair Shopping Centre, Mount Hutton, New South Wales

Term of Leases

Big W:
Woolworths:
Specialty Shops: Lease terms ranging from 3 to 6 years

Lease expiring March 2005 with 4 options each of 5 years
Lease expiring March 2015 with 2 options each of 5 years

Rental Income

$3.8 million (net of all outgoings) in year 1

Rental Guarantee

2 years provided by the Vendor by way of a rental subsidy of up to $250,000 based
on a minimum net rental of $3.8m in the first 12 months and a minimum net
rental of $3.876m in the subsequent 12 months.

Minimum Subscription

$10,000

Distributions

Income paid monthly

Tax Benefits

The Manager expects 100% of the first period’s return will be tax advantaged. In
addition non-superannuation investors will have an initial cost base of
approximately twice the amount subscribed from their own funds.

Manager Fee

0.85% p.a. of Gross Asset Value (The Trustee will be paid from this fee)

Brokerage Up to 5% of the amount subscribed by investors from their own funds (paid by the
Manager)
Trail Fee 0.25% p.a. of the amount subscribed by investors from their own funds (paid by

the Manager)

* 7 months ending 30 June 1999 (Return on Equity is annualised for this period)

T ‘Equity’ in the case of the Lake Macquarie Property Trust (LMPT) means the amount subscribed by
investors from their own funds (i.e. not including the amount borrowed) and in the case of the Lake
Macquarie Investment Trust (LMIT) means the total amount subscribed by investors, and Return on
Equity means the forecast distributions expressed as a percentage of those amounts.

A In the case of LMPT this is the minimum amount provided by each Unitholder from their own funds as
part of their subscription monies but not including the amount borrowed by the Unitholder from Lake
Macquarie Finance Pty. Ltd. to provide the balance of the subscription monies. In the case of LMIT this
is the minimum amount subscribed by each Unitholder.

The above is a summary of the key features of the Trusts. You should read the entire Prospectus before deciding whether
to invest. As there is unlikely to be a secondary market for units in the Trusts, this investment is considered to be illiquid,
accordingly your investment in the Trusts should be viewed as long-term. Investors have no right to require their
investment to be bought by the Manager or any other person, or to have their investment redeemed. The forecast
distributions must be read in conjunction with the major assumptions made in preparing them, set out on pages 10 and
11, and the relevant risk factors set out on pages 16 and 17.
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Introduction

This Prospectus relates to two unit trusts designed
to cater for both non-superannuation investors and
superannuation funds. These trusts are known as
the Lake Macquarie Property Trust and the Lake
Macquarie Investment Trust, referred to in this
Prospectus as ‘LMPT” and ‘LMIT’ respectively and
referred to collectively as ‘the Trusts’.

The Trusts offer investors the opportunity to
participate in a long term property investment not
normally accessible by direct investment. The
Trusts aim to provide investors with high and
relatively stable monthly income distributions
along with the opportunity to benefit from some
capital growth. Potential benefits include:

1. High Income Return

Investors have the opportunity to earn a high
income return which the Manager forecasts to be
in excess of 10% pa (before tax) over the term of
the investment.

2. Capital Growth

Investment in property generally offers the
opportunity to benefit from capital growth. The
Manager believes there is scope for capital growth
in this investment.

3. Secure Leases

The rental income from the Property is supported
by secure leases providing security of investment
and stability of income.

4. Monthly Income

The Trusts will provide investors with a monthly
income distribution (net of expenses and loan
interest payments).

5. Predictable Income Stream

Income from property is generally much easier to
predict than for other asset classes, allowing
investors to forward plan with more confidence.

6. Low Volatility

Direct property as an asset class has been shown
historically to be less volatile than other growth
investments such as equities and listed property
trusts.

7. Diversification Benefits

Direct property has had a low correlation with
other asset classes. This provides the potential for
excellent diversification of risk when combined
with other asset classes.

8. Quality Property
The Property is a modern, fully enclosed air-

conditioned community shopping centre,
constructed in 1985. Key features include:

e well established, slightly higher than average
socio-economic profile of the surrounding
catchment area;

e ample and easily accessible car parking;

® minimal vacancy;

¢ Jower than average occupancy cost ratios.

9. Major Tenants

The Property is anchored by a Woolworths
supermarket and Big W discount department store.

10. Taxation Benefits

The Property will be subject to depreciation
benefits and building allowances. This should result
in a portion of the income distributed to investors
being tax advantaged. (Refer, however, to details of
proposed entity tax regime in the Taxation Report).
In addition, LMPT investors will have an effective
initial cost base (for capital gains tax purposes) that
is approximately twice the amount subscribed from
their own funds.

11. Professional Property Management

By investing in the Trusts, investors will not need
to be involved in the day-to-day management of
direct property. Investors stand to benefit from the
research and analysis that has been conducted by
the Manager on the Property and the property
expertise offered by the Manager, which has a
strong record in the management of property and
property trusts.

12. Single Property Investment

Investors are investing in a single purpose property
trust (in the case of LMPT) or a single purpose
property investment trust (in the case of LMIT)
and not an investment vehicle such as a diversified
property trust, which can change its investments
without reference to investors.

13. Capital Works

Planned capital improvements expected to take
place over the term of the investment should
provide a means of maintaining the value of the
Property to investors.

14. Superannuation Investment

Superannuation funds can participate in the
investment by investing in LMIT, which solely
invests in LMPT.

Lake Macquarie Investment Trust Prospectus




Investment Structure

Lake Macquarie Property Trust

The Lake Macquarie Property Trust has been
established to acquire a retail shopping centre
located in Lake Macquarie, Mount Hutton, New
South Wales. The term of the LMPT is expected to
be 7 years from the date of settlement of the
Property (expected to be 30 November 1998). The
Manager will consider offering the Property for sale
after six years dependent upon circumstances. Units
subscribed for in the LMPT will initially be funded
with approximately 49% of equity provided from
investors’ own funds and 51% of debt provided
through limited recourse loans (see below).

Funding

The Property, valued at $35.25 million (as at 31
August 1998) by Arthur Andersen Real Estate
Services Group (‘Arthur Andersen’), is intended to
be purchased by the Trustee for $35.25 million.
Allowing for acquisition costs and other expenses,
total funding of $41.27 million is required to

complete the acquisition. Settlement is expected to
be on 30 November 1998.

The funding will come from the following sources:

1. Cash contributed by investors from their own
funds and investment by LMIT, totalling $20.12
million; and

2. Funds borrowed by investors by way of limited
recourse loans totalling $21.15 million.

The Manager will arrange for a financier to provide

a $21.15 million borrowing facility to Lake

Macquarie Finance Pty Ltd (LMF) (a special

purpose company associated with the Manager).

LMF will in turn provide loans to investors to

supplement their subscribed amount.

A total of $21.15m in loan funds will be initially
lent to investors by LME This loan will be partly
applied to pay borrowing costs incurred by the
investor to the financier with the balance to be used
by investors to partly fund the subscription price of
units in LMPT. The balance of the debt funding,
coupled with the investor’s own equity, will be used
to subscribe for units in LMPT. The subscription
monies will be used to cover the purchase price of
the Property, acquisition costs and fees.

The financier will be entitled to receive from LMF
certain interest payments and fees during the term
of the loan. LMF will in turn be entitled to receive
these amounts from Unitholders in their respective
proportions to the extent that Unitholders have
received or are entitled to receive distributions of
these amounts from the Trust. Each Unitholder will
therefore be required to:

e provide an irrevocable direction (the ‘irrevocable
direction’) to the Trustee to pay (only out of
amounts otherwise distributable to the

Unitholder) its respective proportion of these
amounts directly to the financier in satisfaction
of LMF’s obligation to the financier (and in
satisfaction of the Unitholder’s corresponding
obligation to LMF).

e enter into a deed of subordination whereby their
rights to receive those amounts only are
subordinated to the rights of the financier and
LMF under the irrevocable direction; and

® enter into a trustee deed of covenant whereby
they agree not to propose or vote in favour of any
action which may limit or restrict the ability of
the Trustee to comply with its obligations to the
financier.

How The Borrowing Will Work

By applying for an interest in the LMPT, each
investor (unless they elect not to use the borrowing
facility from LMF) will be granting the Manager a
limited power of attorney (set out on the reverse
side of the application form) to enter into a loan,
deed of subordination, trustee deed of covenant and
any ancillary documents and grant the irrevocable
direction in the name of the investor.

Borrowings from LMF will be in the name of the
investors and will be in proportion to their interest
in the Trust. Part of the loan will be applied to pay
borrowing costs incurred by the investor to the
financier. The amount subscribed by an investor
from their own funds will be added to the balance of
the borrowing of that investor (as arranged by the
Manager) to make up the total of the investor’s
investment in LMPT.

By partly using debt funding to acquire units in the
LMPT, investors are provided with a means of
ensuring that inflation indexation for capital gains
tax purposes is calculated on the dollar value of the
Unitholder’s total investment in the LMPT
including the debt funded part, rather than just the
amount Unitholders contribute from their own
funds. In other words, Unitholders should have an
effective cost base for capital gains tax purposes that
is approximately twice the amount contributed from
their own funds which may result in a more
favourable capital gains tax outcome for the
Unitholder when the Property is sold. The
indexation allowances which can be deducted when
calculating capital gains tax liability should be
much higher when using the full cost base of the
Unitholders’ total investment rather than just the
amount contributed from their own funds. Although
Unitholders are the borrowers, the Manager
arranges the loans and all documentation is
executed by the Manager on behalf of the
Unitholders under the limited power of attorney. In
other words, the Manager looks after all the
documentation related to the borrowing.

Lake Macquarie Property Trust Prospectus



Limited Recourse Borrowing

The financier’s security will be effectively limited
to the assets of the Trust including the Property.
The financier will have rights against the Property
and the Property’s rental income, however neither
LMF nor the financier will have recourse to
investors other than to the extent necessary to
enforce the irrevocable direction, trustee deed of
covenant and deed of subordination. In addition,
no Unitholder will be responsible for any
obligations of any other Unitholder.

Gearing Level

The initial total loan amount of $21.15 million
represents a gearing level of 54% of the total assets
of the Trust at settlement. The Manager considers
this to be an appropriate level of borrowing, which
should enhance returns to Unitholders without
creating an unduly high level of risk. Given that it
is actually the Unitholders who will be borrowing,
the LMPT itself will not be geared, except during
the period (if any) that the interim debt funding is
in place (see below). If required, the interim debt
funding will be provided through a loan facility
provided by Lake Macquarie Underwriting Pty Ltd
(‘LMU’) (see page 35). If this occurs the initial
gearing may exceed 54% but this interim debt
funding will be replaced with equity funding by

1 October 1999.

Interim Funding

If the offer for units in LMPT under this Prospectus
is not fully subscribed by the settlement date, LMU
will provide funds to the Trustee under a loan
facility which the Trustee will draw down to meet
the balance of the funding requirement. Up until
the date of settlement (expected to be 30
November 1998) all subscriptions will be lodged in
an account administered by the Trustee until
allotment of units in the Trust. Allotment will take
place on or shortly after settlement. All
subscriptions received and accepted after the date
of settlement will be used progressively to reduce
the amount of the interim loan facility. Units will
be issued as subscription funds are cleared.

The key terms of that loan will be as follows:

e Unsecured.

e Repayable by 1 October 1999.

e Interest at a rate of 8.5% per annum calculated
on a daily basis and payable monthly in arrears.

e [f not repaid in full by the repayment date,
Heine Management Limited (‘HML) will
subscribe for a sufficient number of units in
LMPT to enable the loan from LMU to be
repaid.

Units subscribed for by HML (if any) will be issued

on the same terms as apply to the other investors

under this Prospectus.

Lake Macquarie Investment
Trust

The Lake Macquarie Investment Trust has been
established specifically to allow complying
superannuation funds and other investors who are
unable to borrow to participate in the investment.

The LMIT will invest solely in the LMPT and will
also terminate shortly after the LMPT terminates.

Those investors who are unable or prefer not to
borrow in their own name will still enjoy some of
the benefits of borrowing, as the Trustee on behalf
of the LMIT will undertake the borrowing, set out
on page 4, as a Unitholder in LMPT when applying
for units in LMPT.

[t is not necessary for any power of attorney to be
given in favour of the Manager to effect the
borrowing in the case of LMIT. Because of the
nature of the structure, the more favourable capital
gains tax outcome which applies to Unitholders in
the LMPT (i.e. inflation indexation being
calculated on a higher cost base) does not apply to
Unitholders in the LMIT. In the case of complying
superannuation funds, the inability to use
borrowings to increase the cost base is a result of
the legislative prohibition against superannuation
funds borrowing.

Unitholders in the LMIT are not a party to any
borrowing arrangements. This is because the
Trustee as trustee of LMIT undertakes the
borrowing. The Manager looks after all of the
documentation related to the loan.

Investment in the Trusts is not a liquid investment.
Subject to certain conditions set out in relief granted by
the ASIC (see page 36), neither the Manager nor the
Trustee has an obligation to repurchase or redeem units
in the Trusts. The Manager will attempt to source
investors who may wish to acquire the units of any
seller but no guarantee can be given as to the Manager’s
ability to achieve this or whether a discount might be
required.

Lake Macquarie Investment Trust Prospectus



The Property

Location

The Property is located in Mount Hutton, New
South Wales approximately 14 kilometres south-
west of Newcastle. Adjoining the Property is
another retail development known as Mount
Hutton Shopping Mall. In the vicinity of the
Property is established housing and some recent
residential subdivisions which are currently being
developed.

Background
The Property was constructed in 1985.

The Property is trading strongly with moving
annual turnover estimated at $5,337 per square
meter, some 16.6% above the average for
Australian discount department store based
shopping centres. Specialty occupancy costs are
11.2% below the average when measured against
the same benchmark, pointing to the potential for
future rental growth.

Description

The Property is a modern, fully enclosed, air
conditioned community centre. It has a gross
lettable area of 14,994m” and parking for 854 cars,
with 99 spaces undercover.

The Property is comprised of three specialty malls
known as the food, fashion and services malls,
configured in a ‘Y’ shape and converging at a
central court area. Woolworths and Big W are
situated at the extremities of opposite malls.

The Property has abundant natural light provided
by skylights which extend along the fashion and
food malls, above the centre court area.

Trade Area

The population of the main trade area as at 1996
was estimated at 69,800, with some 45% of this
figure situated in the primary trade area. This figure
has been forecast to grow to 76,100 by 2006.

Average per capita incomes within the trade area
are estimated at $15,321 per annum, approximately
8.3% above the estimated average for non-
metropolitan NSW.

Competition

The Property provides convenience retailing with
an emphasis on fresh food and groceries, and in this
respect there is little competition in the primary
trade area. The main competition is provided by
Warners Bay and the adjoining Mount Hutton
Shopping Mall, where there is currently a proposal
to expand Bi-Lo.

Facilities for comparison shopping are provided by
the regional centres at Charlestown Square, some
3.5 kilometres to the north, Garden City Kotara,
some 7 kilometres to the north, and the Newcastle

CBD.
The Tenants

Big W Discount Department Store and
Woolworths Supermarket occupy 9,820m?, or about
65% of the total lettable area of the Property.

Big W is on a 20 year lease from 4 March 1985,
expiring on 3 March 2005. They have 4 options,
each of 5 years.

Woolworths has a 10 year lease from 4 March 1995,
expiring on 3 March 2005, with 4 options, each of
5 years. Woolworths has agreed to exercise two of
those options to extend the lease term to 2015.

The current base rent paid by these tenants is
$1.31m and the tenants also currently pay
$432,892 p.a. in respect of outgoings. Percentage or
turnover rent is also paid at 2% of gross sales over a
pre-determined base.

Specialty and other Tenants

There are 44 specialty stores plus a freestanding
KFC Store and a Woolworths Petrol Plus Store.

Specialty tenant leases are generally similar in
format, with lease terms ranging from 3 to 5 years.
Most leases provide for annual Consumer Price
Index (CPI) or percentage increases with market
reviews. Thirty seven of the 44 specialty tenants
have leases which expire after January 2000.

Well known traders represented in Lake Macquarie
Fair include; Commonwealth Bank of Australia, St.
George Bank, Newcastle Building Society,
Australia Post, Payless Shoes, The Reject Shop,
Godfrey’s Electrical, Harvey World Travel, Baker’s
Delight and Williams Shoes.
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Financial Information

Funding Summary

The tables below set out the source and application
of funds on the assumption that the offer is fully
taken up by the Property settlement date.

Pro-Forma Balance Sheets

The tables below set out the pro-forma balance
sheet for each Trust on the settlement date. The
figures for LMIT assume that the whole of the
equity subscribed in LMPT is from LMIT. To the

1. Funding Requirement $000s extent that investments are made in LMPT by

Property Purchase Price 35,250 other (non-LMIT) investors, LMIT’s balance sheet
figures will be reduced proportionately.

Acquisition Costs

Stamp Duty 1,938 Pro-Forma Balance Sheet (LMPT)

Legal FeeS 49 1. LMPT $OOOS

Valuation 20 Assets

Due Dihgence 43 Cash at Bank 730

Acquisition Fee 453 Investment property * 38,373

Total Acquisition Costs (1) 2,503 Total Assets 39,103

Total Cost Of Purchase 37,753 Total Liabilities Nil
Net Assets 39,103

Establishment Costs Unitholders’ Equity 40,581

Trust Deed & Prospectus Preparation 65 Establishment Costs ** (1,478)

Tax/Audit Fees 20 Net Unitholders’ Equity 39,103

Prospectus Printing Costs 20 . odi — -~ @

Trust Establishment Fee 1293 Including acquisition costs & capital expediture

o ** Transferred from P & L
Lease Negotiation Fee 50 . . .
Other 30 1 Total funding requirement less estimated
borrowing costs of $687,000.
Total Establishment Costs (2) 1,478
) Net Tangible Assets

Finance Costs The net tangible asset backing for each $1.00 unit

Loan Establishment Costs 122 subscribed for in the LMPT will initially be

Legal Fees 60 approximately 96.36 cents. The calculation is based

Mortgage Stamp Duty 85 on the carrying value of the net assets in the

Debt Placement Fee 420 accounts of the LMPT at the Property settlement

Total Fi C 68 date. The carrying value includes the purchase

otal Mnance L-osts 7 price (including acquisition costs), and the cash

Initial Cash Reserve (3) 730 reserve.

Capital Expenditure (4) 620 Pro-Forma Balance Sheet (LMIT)

Total Funding Requirement 41,268 3 IMIT $000s
Units in LMPT 39,103

2. Source of Funding $000s Total Assets 39,103

Debt (51%) 21150 Total Liabilities (21,150)

Equity (49%) 20,118 Net Assets 17,953

Total 41,268 Unitholders’ Equity 20,118

(1) All property acquisition costs are capitalised and Revaluation of units in LMPT (1,478)

included in the cost of the Property. The book value Borrowing Costs (687)
of the Property will be adjusted to reflect each Net Unitholders’ Equity 17,953

3 year subsequent valuation.

(2) Establishment and Finance Costs (less estimated
borrowing costs for LMPT) are assumed to be paid
directly from the proceeds of the issue and will be
netted off against Unitholders’ equity in the balance
sheet (see below).

(3) Cash required to meet ongoing lease incentives and
Property maintenance.

(4) Expenditure required to refurbish the Property in
accordance with the agreement for Woolworths to
exercise their two option periods.

Net Tangible Assets

The net tangible assets backing for each $1.00 unit
subscribed for in the LMIT will initially be
approximately 89.24 cents. This is based on the
carrying value of the LMIT’s units in the LMPT at
the Property settlement date. The carrying value
includes the LMIT’s proportionate share of the
purchase price (including acquisition costs), and
the cash reserve.
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Financial Projections

1. Lake Macquarie Property Trust

(a) Distribution Forecast

The following table shows the estimated income distribution to Unitholders along with the estimated
return on equity (i.e. income distribution as a percentage of the $20.12 million subscribed from their own
funds). It assumes the Trust is fully subscibed by the Property settlement date. If this is not the case return
on equity is not affected.

Year Ending 30 June Notes  1999% 2000 2001 2002 2003 2004 2005
$°000  $’°000 $°000 $°000 $000 $°000 $’000
Income
Net Rental Income 1 2,212 3,850 3,872 4,106 4,214 4,476 4,708
Interest Income 2 21 34 28 26 25 15 11
Total Income 2,233 3,884 3,900 4,132 4,239 4,491 4,719
Expenses
Management Fees 3 (193) (332) (332) (333)  (333) (333) (333)
Administration Costs 4 (12) (21) (21) (22) (23) (23)  (24)
Valuation Costs 5 - - - (25) - - (25
Other Expenses 6 (15) (26) (27) (27) (28) (29) (30)
Total Expenses (220) (379) (380) (407) (384) (385) (412)
Income Awailable for Distribution 2,013 3,505 3,520 3,725 3,855 4,106 4,307
Less: Loan Interest Expense 7 (786) (1,354) (1,354) (1,535) (1,535) (1,535) (1,535)
Income Distribution to Unitholders 1,227 2,151 2,166 2,190 2,320 2,571 2,772
Return on Equity 10.5% 10.7% 10.8% 10.9% 11.5% 12.8% 13.8%

(b) Taxable Income Forecast

The following table shows the estimated annual taxable income of LMPT distributed and the proportion of
Unitholders’ return which is tax advantaged.

Year Ending 30 June Notes  1999% 2000 2001 2002 2003 2004 2005
Income Awailable for Distribution 2,013 3,505 3,520 3,725 3,855 4,106 4,307
Less Deductions:

Building Allowance 8 (179) (308) (308) (308)  (308)  (308) (308)
Depreciation on

Plant & Equipment 9 (979) (1,043) (845) (685)  (570)  (478) (4006)
Other Tax Adjustments 10 (60) (97) (18) 18 (127) 6 (17)
Taxable Income for Distribution 795 2,057 2,349 2,750 2,850 3,326 3,576

Individual Investor deductions:

Amortised Borrowing Expenses 11 (80) (137) (137) (137) (137) (58)

Loan Interest Expense (786) (1,354) (1,354) (1,535) (1,535) (1,535) (1,535)
Losses Carried Forward T - (71) - - -

Taxable Income (71) 495 858 1,078 1,178 1,733 2,041
Tax Advantaged 12 100% 76.9% 60.4% 50.8% 49.2% 32.6% 26.4%

* 7 months ending 30 June 1999 (Retwrn on Equity is annualised for this period)
T Loss brought forward from prior year for illustration purposes only. In practice this loss is expected to be able to
be claimed by investors against other income in the 1999 financial year.
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2. Lake Macquarie Investment Trust

The figures in the tables below assume that the whole of the equity subscribed in LMPT is from LMIT. To
the extent that investments are made in LMPT by other (non-LMIT) investors, the figures (other than the
‘Return on Equity’ and the ‘Tax Advantaged’ percentages) will be reduced proportionately.

(a) Distribution Forecast

The following table shows the estimated income distribution to Unitholders along with the estimated
return on equity (i.e. income distribution as a percentage of the $20.12 million subscribed from their own

funds).

Year Ending 30 June Notes  1999% 2000 2001 2002 2003 2004 2005

$°000  $’°000 $000  $°000 $000 $000 $°000
Distribution from LMPT 2,013 3,505 3,520 3,725 3,855 4,106 4,307
Less: Loan Interest Expense 7 (786) (1,354) (1,354) (1,535) (1,535) (1,535) (1,535)
Income Distribution to Unitholders 1,227 2,151 2,166 2,190 2,320 2,571 2,772
Return on Equity 10.5% 10.7% 10.8% 10.9% 11.5% 12.8% 13.8%

(b) Taxable Income Forecast

The following table shows the estimated taxable income of LMIT Unitholders and the proportion of
Unitholders’ return which is tax advantaged.

Year Ended 30 June Notes 1999% 2000 2001 2002 2003 2004 2005

Taxable income from LMPT 795 2,057 2,349 2,750 2,850 3,326 3,576

Less Deductions:

Amortised Borrowing Expenses 11 (80) (137) (137) (137) (137) (58) -

Loan Interest Expense (786) (1,354) (1,354) (1,535) (1,535) (1,535) (1,535)
Losses Carried Forward - (71) - - - - -
Taxable Income (71) 495 858 1,078 1,178 1,733 2,041
Tax Advantaged 12 100% 76.9% 60.4% 50.8% 49.2% 32.6% 26.4%

* 7 months ending 30 June 1999 (Return on Equity is annualised for this period)

These financial forecasts must be read in conjunction with the major assumptions which the Manager has made in
preparing the forecast distributions set out below and risk factors set out on pages 16 and 17. While the Manager
believes that the assumptions made by it in preparing the forecasts are appropriate and reasonable at the time of
preparing this Prospectus, some factors that affect results cannot be foreseen or accurately predicted and many
factors are beyond the control of the Manager and the Trustee. Actual results invariably differ from forecast results.

Consequently, the Manager and the Trustee cannot and do not guarantee that the forecast results will be achieved
and therefore Unitholders are advised to review the financial forecasts together with the assumptions and risk factors
and determine their own view on the future performance of the Trusts.
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Manager’s Forecast Assumptions

1. Net Rental Income

Rental income has been projected in accordance
with the terms of the leases. The Manager’s income
assumptions are consistent with those that have
been adopted by Arthur Andersen. Where rental is
calculated with reference to the amount of sales
turnover, Arthur Andersen assumptions with
respect to turnover have been adopted in the
forecasts. CPI growth forecast used by Arthur
Andersen is as follows:

Year 1 2 3 4 5 6 7

CPI
Growth 1.9% 2.8% 3.8% 4.4% 4.5% 5.0% 2.0%

Any differences in actual CPI growth to that
assumed will impact on the forecast return to
investors.

Approximately 11.8% of the total projected net
rental income over the term of the investment is
dependent on turnover. For every 10% reduction in
turnover rent, return on equity is expected to
reduce by approximately 0.2% p.a.

Outgoing Costs

Outgoings have been projected having regard for
both historical performance and the Manager’s
expectations.

Capital Expenditure

Allowance has been made for all capital
expenditure commitments known and identified by
the acquisition and due diligence process
undertaken. Allowance has been made for the
maintenance of the Property where the Manager
believes this to be appropriate.

Non Recoverable Outgoings

An allowance has been made for non recoverable
outgoings, including property management fees in
the forecast period.

2. Interest Income
Interest on surplus funds has been calculated at

4.9% per annum.

3. Management and Trustee Fees

Management fees of 0.85% per annum of the gross
asset value of the LMPT will be payable monthly in
arrears. The Trustee’s fees of 0.1% per annum of
gross asset value will be paid by the Manager. As
LMIT will invest only in LMPT management and
trustee fees in LMIT will be nil.

4. Administration Costs

Includes the Manager’s estimate of costs associated
with registry and accounting.

5. Valuation Costs

Under the Trust Deed of LMPT a full valuation of
the Property is required every 3 years, at the
expense of the Trust.

6. Other Expenses

Includes expenses such as audit fees and bank
charges.

7. Loan Interest Expense

This is the interest charged to Unitholders on the
loans to finace part of their investment in the
LMPT. A fixed interest rate of 6.40% per annum
has been assumed over the period ending 30 June
2001, followed by a fixed rate of 7.26% per annum
over the period ending 30 November 2004. Any
increase in this interest rate after 30 November
2004 will reduce the forecast return to Unitholders
(i.e. for every 0.10% p.a. increase in the loan
interest rate, return on equity is reduced by
approximately 0.11% p.a.).

8. Building Allowance

Building Allowance has been independently
assessed by a quantity surveyor and calculated in
accordance with Division 43 of the Income Tax

Assessment Act 1997.

9. Depreciation

Depreciation of Plant and Equipment has been
independently assessed by a quantity surveyor. The
diminishing value method has been used to
determine the annual deductions.

10. Tax Adjustments

Includes expenses associated with the lease
negotiation costs and the timing differences due to
lease incentives.

11. Amortised Borrowing Expenses

Includes estimated borrowing costs of $687,000
claimed over five years. Unitholders in LMPT are
likely to be able to claim borrowing costs of
approximately 1.69 cents per unit over a five year
period for taxation purposes.

12. Tax Advantaged

Under current tax law, certain distributions from
LMPT and LMIT will be tax advantaged in that
they will not be subject to tax when received. It
should be noted that changes are proposed to the
way in which trust income is taxed which, if
implemented, would eliminate these advantages
(see below). The following calculations of the Tax
Advantaged percentage are based on the law as it
currently stands.
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e LMPT Investors: represents in effect the
proportion of annual net income available to
Unitholders which is not taxable in the year of
receipt. It is calculated as (C - I - T) divided by
(C - 1) where:

C =Income Available for Distribution from

LMPT;

I = Interest Payable on behalf of Unitholders
out of Income Entitlements; and

T= Taxable Income derived by investors in
LMPT.

e LMIT Investors: represents in effect the
proportion of annual net income of LMIT which
is not directly taxable. It is calculated as (C - T)
divided by C where:
C= Income Available for Distribution from
LMIT;

T= Taxable Income of LMIT.
Proposed Entity Tax Regime

Under current tax law, trusts are able to pass on
‘tax advantaged’ income to unitholders. This tax
advantaged income typically represents profits free
from tax as a result of tax deductions from
depreciation and other capital allowances. It should
be noted that both the Coalition Government and
the Opposition are proposing a new entity tax
regime which, if introduced, would mean that trusts
will generally be taxed on taxable income at the
company tax rate (currently 36%). Further it is
proposed that trusts will be required to pay tax on
previously untaxed profits when those profits are
distributed to unitholders. In turn it is proposed
that unitholders would receive a tax credit for tax
paid on amounts distributed to them (see Taxation
Report for further details). There are only limited
details available concerning this proposal, but the
new regime, if enacted, is expected to apply from

1 July 2000.

The forecasts included in this Prospectus have been
based on the tax law as it currently stands and do
not reflect taxation which may become payable by
the Trusts under the proposed entity tax regime.

Accounting Policy

The forecasts have been prepared in accordance
with applicable accounting standards and other
mandatory professional reporting requirements.

Lake Macquarie Investment Trust Prospectus

I




12

The Manager

Heine Investment Management Limited, a wholly
owned subsidiary of Heine Management Limited, is
the Manager of the Trusts.

Responsibilities of the Manager

The primary duties and obligations of the Manager
include exercising its powers and performing its
functions under the Trust Deeds diligently and in
the best interests of the Unitholders and ensuring
that the Trusts are conducted in a proper and
efficient manner. Under the requirements of the
Corporations Law and the Trust Deeds, the
Manager is responsible for the day to day
operations of the Trusts including ongoing
management of investments; preparing notices and
reports to be issued to the Unitholders; maintaining
accounts for the Trusts under the delegation of the
Trustee, liaising with the Trustee and ensuring the
Trustee is kept informed.

Certain changes have recently been made to the
Corporations Law. As a result of these changes, the
responsibilities of the Manager may be expanded to
include custody of the Trusts’ assets (see page 36).

Half a Century of History

The Heine Group of companies (‘Heine’) had its
beginnings in Europe in 1865. Heine commenced
operations in Australia in 1945 and has developed
substantially since that time.

Today, Heine is managed by a team of personnel
with considerable skills in asset management,
particularly in the property, mortgage and fixed
interest areas of investment.

The Benefit of Experience

Heine Investment Management Limited was
established in 1982 and, with the associated Heine
Group of companies, is currently responsible for the
management of more than $2.21 billion in assets
on behalf of more than 60,000 investors throughout
Australia.

Opver a considerable period the Heine Group has
successfully arranged hundreds of millions of dollars
of commercial and residential mortgages and been
involved in hundreds of millions of dollars of
property transactions. Currently the Heine Group
manages a mortgage portfolio of more than $600
million, a property portfolio of more than $1.2
billion and $300 million in fixed interest and cash.
This experience in asset management is of
considerable value to Unitholders of the Trusts.

Heine’s property expertise is reflected in its
management of other syndicated property such as
that owned by the Kidman Park Property Trust and
also the management of the following property
trusts listed on the Australian Stock Exchange:

Prime Industrial Property Trust

e sector specific industrial trust.

e the largest industrial fund listed on the
Australian Stock Exchange

e $661 million of assets at 30 June 1998.

Prime Credit Property Trust

e sector specific office trust
e $490 million of assets at 30 June 1998.

Prime Retail Property Trust

e sector specific retail trust
e $152 million of assets at 30 June 1998.

Investment Philosophy

Heine’s investment philosophy is:

‘Heine strives for superior investment performance and
security of capital consistent with the investment
objectives of its managed products. This is accomplished

by risk identification and an active, value added
approach to asset selection and management.’

Heine’s investment philosophy is fundamental to
the entire investment management process in
regard to asset allocation, risk management and
asset management.

Investment Committee

The Heine Group has an Investment Committee
consisting of a team of investment professionals
who have extensive knowledge and experience in
the areas in which they manage Trusts. Extensive
research is undertaken both by in-house financial
analysts and external consultants with the object of
achieving sound and secure investment
performance over time.

Investor Services

Heine provides a dedicated team who would be
pleased to attend to your inquiries. Members can
call from anywhere in Australia on our Freecall

number - 1800 035 337.
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Directors of Heine Investment

Management Limited

The Hon. Neil Batt AO is the independent
Chairman of Heine Management Limited and
Heine Investment Management Limited. He is a
former Tasmanian Deputy Premier, Treasurer and
Ombudsman and former Resident Director of TNT
Ansett Group in Western Australia. He is currently
Executive Director of the Health Benefits Council
of Victoria and a Trustee of the Committee for the
Economic Development of Australia. He is a
member of the Group’s Audit Committee and
Chairman of the Supervisory, Remuneration and
Nomination Committees. He has a Bachelor of
Arts (Honours) degree from the University of
Tasmania.

Michael Max Heine is the Managing Director of
Heine Management Limited and Heine Investment
Management Limited. He has 26 years experience
in both Australian and European financial markets,
working in Heine’s London office for many years.
This experience consists of responsibilities in
commodity trading, international financing,
mortgage lending and property development. His
involvement in public unit trusts commenced in
1982 when Heine Investment Management
Limited was established as a trust manager. Heine
Management Limited has developed a range of
mortgage and property trusts in which he has an
active involvement. Michael is a member of the
Group’s Nomination Committee and Chairman of
the Information Technology Committee.

Phillip Hartley Green is a non-executive Director
of Heine Management Limited and Heine
Investment Management Limited. Phillip joined
Babcock and Brown Pty Limited as a director in
1984. He has been the director primarily
responsible for the Babcock and Brown Group’s
property activities involving transactions totalling
in excess of $2 billion. Prior to joining Babcock
and Brown, Phillip worked as a senior manager in
the Tax Division of Arthur Andersen. Phillip holds
Bachelor of Commerce and Law degrees from the
University of New South Wales. He is a member of
the Institute of Chartered Accountants in Australia
and the Taxation Institute of Australia.

Leslie Max Heine is a non-executive Director of
Heine Management Limited and Heine Investment
Management Limited. He has 30 years financial
experience in Australia, Europe and Asia, both
trade and investment related, and has worked in
each of Heine’s Tokyo and London offices for many
years. His involvement with public unit trusts and
the funds management industry commenced in
1982 when he was appointed a non-executive
director of Heine Investment Management
Limited. He is a member of the Group’s Audit and
Remuneration Committees.

Jonathan Clifton Mott is an independent director
of Heine Management Limited and Heine
Investment Management Limited. He is a partner
in the legal firm Deacons Graham & James and is a
former president of the Law Institute of Victoria.
He has considerable experience in law specialising
in commercial law, property, environment, media
and information technology and communications.
Jonathon holds a Bachelor of Laws degree from
Melbourne University, a Diploma in Town and
Regional Planning and is a registered Mediator for
Australian Commercial Dispute Centre. He is
chairman of the Group’s Audit Committee and a
member of the Group’s Remuneration Committee.

John Andreas Nissen is an independent director of
Heine Management Limited and Heine Investment
Management Limited. He has 26 years experience
in the investment and stockbroking industry
having spent many years as a director of a major
stockbroking firm. He is a member of the Group’s
Audit and Remuneration Committees.

Board of Directors

Left to right: Michael M Heine, The Hon. Neil LC Batt
AO, Jonathan C Mott, John A Nissen,

Bruce Freeman (Company Secretary).

Absent: Phillip H Green, Leslie M Heine.

Lake Macquarie Investment Trust Prospectus
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Corporate Governance Statement

This statement outlines the main corporate
governance practices that are currently in place for
the Heine Group of Companies. These practices
will assist where applicable in the management of
the Trusts.

Heine Management Limited and its subsidiaries,
including Heine Investment Management Limited,
have made a strong commitment in principle and
practice to be at the forefront of companies
adhering to the highest standards of corporate
governance.

This commitment is not only driven by the
personal attitude of the Directors, management and
staff but by the recognition of the need for
particular sensitivity to ethical matters required of a
company managing unit trusts. Heine Management
Limited and Heine Investment Management
Limited have adopted the principles of corporate
governance set by the representative body of the
Investment and Financial Services Association
(IFSA), of which Heine Management Limited is a

member.

Board of Directors

The Board of Directors of the Manager will meet
on a monthly basis to discuss pertinent issues
affecting the Trusts.

The Board consists of six members, including the
Independent Chairman Mr Neil Batt, AO, two
other independent non-executive directors, two
non-executive directors, and the Managing
Director Mr Michael M Heine. The Board of Heine
Management Limited and the Board of the
Manager each have a policy that the Chairman of
the Board should at all times be an independent
Director. Directors of Heine Management Limited
are generally encouraged to own shares in Heine
Management Limited. When appointing Directors
of each company, consideration is given to the
skills, experience, likely contribution and specific
product knowledge. The Board of each company
has a policy regarding the period of service and age
requirement of Directors including that they will
generally retire at age 65.

Board Committees

The Nomination, Remuneration, Information
Technology, Audit and Supervisory Committees
have all been documented in a Charter approved
by the Board of Directors of Heine Management
Limited and the Manager. Minutes of all
Committee meetings are circulated to the members

of each Board.

All Committees and their members and all Board
Members are authorised to seek any resources or
information they require from any employee of
Heine Management Limited and the Manager and
all employees are required to co-operate with any
requests.

Audit Committee
The Audit Committee has been established

primarily to give reasonable assurance to Directors
that internal controls exist to maintain proper
accounting records and that financial information
used within the business and for publication is
reliable.

Members of the Audit Committee are currently Mr.
Jonathan Mott - Chairman, Neil Batt, John Nissen,
Leslie Max Heine and Gert Silver-Consultant. The
Committee is assisted by the regular attendance at
meetings of the external auditor Moore Stephens
Hughes Fincher, the Company Secretary and
Executive Director - Finance, Mr Bruce Freeman
and the Group Compliance Manager, Mr John
Clifford. The Audit Committee meets twelve times
per year or as otherwise determined.

An annual program for the Audit Committee is
established at the beginning of each calendar year.
The written charter of the Audit Committee
includes:

e to discuss with the external auditor before the
audit commences the nature and scope of the
audit;

® to review the annual and half yearly financial
statements before submission to the Board;

e to discuss problems and reservations arising out
of the audit and any matter the auditor may wish
to discuss;

® to review the external auditors’ management
letter and management’s response;

¢ to review the adequacy of the Heine Group’s
internal control procedures;

® to liaise with the Heine Group’s external
auditors in relation to carrying out internal audit
assignments agreed to by the Committee;

¢ to consider other topics referred to the
Committee by the Board of the Manager.

Supervisory Committee

The Supervisory Committee has been established
to ensure compliance with legal, statutory, and
ethical matters and in particular, to examine all
matters which may be disadvantageous to the
interest of Unitholders as a whole and to ensure
that Unitholders’ interests are at all times put
ahead of those of the Manager.

The Committee, through the compliance division,
demonstrates to Directors that the Manager has
policies and procedures in place to deal with the
management of the Trusts, within the terms of the
operating licences granted by regulatory authorities
and demonstrates compliance with these policies
and procedures.

The Committee’s objectives are to ensure

Unitholders are treated fairly and equitably; to
ensure that management of the Trusts is to the
highest possible ethical standards; to provide a
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mechanism to ensure the procedures to enhance
ethical behaviour are in place and adhered to; to
provide a mechanism to deal with actual and
perceived conflicts of interests; to provide a
mechanism to deal with investor complaints; and
to ensure the Manager conducts its management of
the Trusts in compliance with the Trust Deeds,
applicable legislation and internal procedures.

The members of the Supervisory Committee are
currently Mr Neil Batt - Chairman, Mr John Taylor
- Consultant, Mr Gert Silver - Consultant, and Mr
John Clifford - Group Compliance Manager.

Mr Bruce Freeman, the Executive Director-
Finance and Company Secretary, also attends
meetings of the Committee as an observer. The
Committee meets monthly or more regularly as
required. The Committee receives a monthly report
from the Compliance Manager and reports to the
Board each month on compliance activities.

Particular trust activities are reviewed by the
Committee such as prospectuses; Unitholder
meeting documentation; amendments of the Trust
Deeds; reports to Unitholders and related party
transactions.

Information Technology Committee

The Information Technology Committee has been
established to review and make recommendations
to the Directors on the future trends and required
development of the Group’s Information
Technology capabilities. The Information
Technology Committee has a responsibility to
management, directors, shareholders and
Unitholders to obtain an appropriate balance of
Information Technology capability within
parameters of costs and business requirements
including ensuring risks and exposures are

identified and addressed.

Independent Professional Advice

Under the terms of the Trust Deeds the Manager
has the right to seek independent professional
advice at the Trusts expense. Each non-executive
Director and Committee Chairman has the right to
seek independent professional advice at the
Manager’s expense. Prior approval of the Chairman
is required, which may not be unreasonably

withheld.

Directors Dealing in Trust Units or
Shares of Heine Management Limited

The Manager has a policy whereby Directors are
prohibited from dealing in Units in the Trusts or
shares of Heine Management Limited whilst in
possession of price sensitive information regarding
the Trusts or Heine Management Limited (as the
case may be) and may only buy or sell after the
approval of the Chairman, Mr Neil Batt.

Lake Macquarie Investment Trust Prospectus

Ethical Standards

The Manager has adopted policies on ethical
matters, which have been incorporated into its
personnel policy and procedures manual, with the
object of ensuring that all staff conduct themselves
with the highest ethical standards. The manual is
distributed to all staff who are required to sign that
they have read and support its contents. The
manual includes policies on professional conduct,
dealing with customers and consumers, dealing
with suppliers, dealing with advisers and regulators,
and dealing with other employees. An overriding
Code of Conduct is incorporated in the manual.

Business Risks

The Board regularly monitors the operational and
financial performance of the Company and
Products against budget and other key performance
measures. The Board also reviews and receives
advice on areas of operational and financial risks
and appropriate risk management strategies are
developed to manage all identified risks of the
Company and Products.

Environment

The Group aims to ensure that the highest
standard of environmental care is achieved. The
Group’s property management team has policies
and procedures in place to ensure that the Group is
aware of and is in compliance with all relevant
environmental legislation.

Role of the Trustee

Certain changes to the Corporations Law have
recently been made by the Managed Investments Act
1998. Under these changes the regulation of the
Trusts will be substantially altered.

In particular the existing split responsibility
between the Manager and the Trustee will cease
and be replaced with a single scheme operator
called the ‘Responsible Entity’. In the case of the
Trusts it is expected to be Heine Investment
Management Limited.

We do not expect the changes to significantly
effect the day to day operation of the Trusts as in
the short term the Trusts will operate under the old
laws until registered as managed investment
schemes (which the Manager expects will occur
prior to 30 June 2000), at which time the Trusts
will become subject to the new law. Heine will
keep you informed of its progress in adopting the
new Managed Investments Act regime in relation to
the Trusts (see page 36 for further details).
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Year 2000 Project

A Year 2000 Project Manager has been appointed
to co-ordinate all of Heine’s Year 2000 activities.
The Project Manager reports directly to the
Managing Director and the Board of Heine
Management Limited and also is a member of the
IT Committee.

Heine will on a continual basis review information
available to it to seek that Year 2000 issues and
exposures are identified and dealt with
appropriately. Heine currently believes that by 30
June 1999 it will have adequately addressed all
major concerns to the best of its ability to allow a
smooth transition into the Year 2000. However we
cannot give an absolute assurance that unidentified
issues or issues outside our control will not
adversely affect the performance of the Manager or
the Trusts. (See page 38 for further details).

Risk Factors to
Consider

The future performance of the Trusts may be
influenced by a number of factors. Potential
investors should be aware that investment in the
Trusts has a number of risks, which are, to a large
extent, risks inherent in any property investment.
Some of the general risk factors identified by the
Manager at the date of this Prospectus are as
follows:

Decline in Property Value

The Property may decline in value. If at the time of
termination of the Trusts (likely to be November
2005) the proceeds from disposal of the Property
(after disposal costs and fees) is less than the total
amount subscribed by investors (including all debt
funded amounts), the amount repaid to investors
will be less than their original investment. The
gearing of investments will increase the effect of
any such decline.

Loan Reduction or Repayment upon
Material Decline in Property Value

On the settlement date the ratio of the total
financier’s loan to LMF to the value of the Property
will be 60%. The financier will require a formal
valuation of the Property on or around 30
November 2001 and the financier will be entitled
to obtain its own valuation at other times. If any
valuation reveals that the ratio of the total
financier’s loan to the value of the Property at that
time exceeds 66.66%, then the financier will be
entitled to give notice that its loan is to be repaid
within 120 days of such notice to the extent
necessary to restore that ratio to 66.66%. This will
require the Trustee to apply the rental income of
the Trust to meet such repayments (which would
result in Unitholders receiving taxable income
distributions but applying the same to reduce their
respective loans), to negotiate a complete
refinancing of the loan facility, or to raise new
capital from existing investors. In any case the yield
to Unitholders would be adversely affected.

Increases in Interest Rates

Any increases in the interest rate on borrowings by
investors (in the case of LMPT) and by LMIT will
reduce the income payable to investors. The
Manager intends to substantially hedge the interest
rate exposure to protect investors from adverse
interest rate movements.

Changes in Government Policies and
Laws

Government policies can affect the Trusts in a
number of ways that could be detrimental (or
beneficial) to the returns to investors. For example,
changes in taxation laws or changes in tenancy
legislation may reduce returns. The current Federal
Government has recently announced that if elected
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it would introduce a 10% GST and a new entity
tax regime. These measures are discussed in more
detail in the Taxation Report.

Under the new entity tax regime, trusts will pay tax
on their taxable income at the rate of 36%. Also, it
is proposed that any distributions made by the
trusts that have not been subject to tax at the time
that the distribution is made will be subject to an
entity distribution tax. It is unclear as to the precise
nature and detail of transitional measures or
exemptions (if any) to this proposed regime.

The Federal Opposition has announced that if
elected they will not introduce a GST but would
introduce an entity tax regime along the lines of
that proposed by the current Coalition
Government.

Capital Expenditure

The need for unforseen capital expenditure may
reduce returns to investors.

Due Diligence and Use of Experts

In acquiring the Property, the Manager has engaged
appropriate experts to investigate the
environmental, structural and legal aspects of the
Property. The Manager believes these
investigations are adequate and complete.
However, despite such investigations the Manager
cannot guarantee that monetary risks are
eliminated in these areas of investigation.

Liquidity

Units in the Trusts will not be listed on a stock
exchange and the Manager has no obligation to
buy back the units. Consequently investors may not
be able to realise the value of their investment
until the termination of the Trusts.

Retail Property Investment Risk

There are a number of risks associated with
investment in retail property that Investors should
consider. Amongst these are:

e general and local economic conditions which
affect retail expenditure levels;

¢ the impact of competition from existing
shopping centres may affect rental levels;

e the establishment at some future date of
competing supermarkets and shopping centres in
areas in which the LMPT assets are located may
affect rental and occupancy levels;

e changes in retail turnover and the consequential
effect upon rental levels;

e rental and occupancy levels in the Property may
fluctuate with market forces;

e any loss of income as a result of bad debts or
insolvencies; and

e changes in legislation impacting on tenancy
terms and conditions.
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There are also risks associated with the current
status of the Property including possible defaults or
disputes under leases, compliance with on-going
statutory requirements, disputes with adjoining
owners, environmental issues and potential non-
disclosure of all relevant information. The Trustee
and the Manager have therefore engaged various
consultants to conduct an appropriate due diligence
review of the Property.

Refinancing of Debt Facilities

Upon expiry of the proposed debt facilities there is
the risk that debt finance will only be available at
increased rates. There is also the risk of default on a
facility, resulting in additional costs and possible
recourse to the Trusts’ assets in priority to

Unitholders.

Conclusion

Investment in the Trusts, as with any property
investment, has investment risks associated with it.
The forecasts in this Prospectus are based on
assumptions which, whilst the Manager believes are
reasonable, may not be borne out in the future. No
guarantee is or can be given by the Manager or the
Trustee that there will be a capital gain arising out
of an investment in the Trusts or that the Property
will not decrease in value or that the level of
distributions forecast will be attained.
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Keeping You Informed

It is the Manager’s view that Unitholders of the Contact Details of the Trusts
Trusts should be fully informed on the status of

their investment. Heine is committed to providing Heine | M Limited
you with information relating to your investment eine Investment Management Limite

including: 9th Floor, 11 Queens Road,

. . . Melbourne Vic 3004
1. Freecall Number Dedicated to Client Service Freecall: 1800 035 337

Investor Services

It does not matter where you live, we are only a
phone call away and our Freecall line is dedicated
to client service enquiries.

e-mail: investor.services@heine.com.au

2. Confirmation of Investments

Shortly after acceptance of your investment we will
send you a statement confirming the amount of
your investment, the date units are issued and
details of your unit holding. No certificates will be
issued.

3. Distribution Statements

In addition, you will receive a monthly distribution
advice setting out your income distribution
entitlements.

4. Annual Report

You will also receive an Annual Report within 90
days of the end of each financial year. The report
will provide details of the current investment
portfolio, the investment performance and detailed
accounts.

5. Annual Taxation Information

You will receive an annual taxation statement that
will assist you in completing your tax return.

6. Investor Services

You can check your account balance and find out
the latest information for each of your Heine
investments by calling our Investor Services team
who will be pleased to attend to your enquiries.

Please feel free to utilise this service whenever you
need any information about your investment. Our
Investor Services department is available to help
with your enquiries from 8.30am to 6.00pm
Melbourne time each business day.
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How The Trusts Work

How To Invest

Investing in the Trusts is simple. All you need to do
is complete the appropriate application form found
at the back of this Prospectus and return it to us at
any of our addresses (listed on the back cover of
this Prospectus) together with your cheque for the
amount you wish to invest. Instructions on how to
complete the application form and how to
complete your cheque are set out on page 40.

The minimum amount that you may invest is
$10,000 in LMIT or $10,000 plus borrowings in
LMPT.

The Manager has the right to accept or reject any
application in full or in part. The Manager will not
accept subscriptions (not including borrowings) in
excess of $20.12 million. There is no minimum
total subscription.

Subscriptions will be held by the Trustee in an
account until just prior to settlement of the
purchase of the Property. If for some reason the
purchase does not proceed, the Trustee will refund
subscriptions in full and the borrowing will not be
drawn down. No interest will be paid on
investments if they are refunded. The issue is
intended to be closed as soon as it is fully
subscribed. Any over subscriptions will be refunded
in full by the Trustee.

Investments will earn income from the date of issue
of the units.

Once we have received and processed your
application and cheque, and issued your units, we
will send you a statement as evidence of your
investment.

Issue Price

The issue price for units in the Trusts is $1.00 per
unit payable in full by the investor on application.

LMPT Investors

For each $1.00 contributed by an LMPT investor
from their own funds, approximately $1.05 will be
loaned to that investor. The total amount of $2.05
will cover borrowing costs (in respect of Unitholder
loans) of approximately 1.69 cents per unit. These
borrowing costs are likely to be tax deductible over
a five year period for the Unitholder. Each
Unitholder will assume and become liable for the
interest on the loan and the repayment of capital.
In other words if an investor invests $10,000 from
their own funds, approximately $10,513 will be
borrowed on behalf of the investor in the form of a
limited recourse loan. After deducting borrowing
costs of approximately $341, the total amount
subscribed will be $20,172 and 20,172 units will be

issued to the investor.

Lake Macquarie Investment Trust Prospectus

LMIT Investors

For each $1.00 subscribed, the Trustee will
subscribe for units in the LMPT on the same terms
as other LMPT investors. This means that the
Trustee as trustee of LMIT rather than the
investors in the LMIT will borrow money under
the limited recourse loan arranged by the Manager.
As a result the cost base of units for capital gains
tax purposes will be $1.00. Investors in LMIT will
have no liability for any borrowing undertaken by
the Trustee.

How Your Income Is Determined

After the end of each month the Manager will
determine the total amount of income to be
distributed to all of the Unitholders of each of the
Trusts for that month.

Once the Manager has determined the total
amount of income to be distributed for a month,
each Unitholder’s individual entitlement to income
in that month is based on the number of units held
by the Unitholder in the Trust and the number of
days during the month that the Unitholder has
held those units.

The total amount of income distributed in each
financial year will not be less than the taxable
income of the Trust concerned and is unlikely to be
more than the income determined in accordance
with accounting principles.

After the end of each financial year the Manager
will determine the types of income comprised in
the income distributions made to Unitholders
during the year and will notify Unitholders of
these.

Implications of Debt on Amounts Paid
to Unitholders

The terms of the loans made to Unitholders in
LMPT (including LMIT itself) will require the
payment of interest. In the case of loans made to
LMPT Unitholders, interest will be paid from
income entitlements due to Unitholders in LMPT
in accordance with the irrevocable direction (see
page 4).

In the case of the loan to LMIT, interest payments
will be treated as an expense of that Trust.

When Your Income Is Paid

Income distributions are paid monthly. Unitholders
will normally receive their income for a month on
or shortly after the second week following the end
of that month.

Valuation of Trust Assets

The valuation of the Trusts’ investments must be
valued in the way determined by the Trust Deeds.
The Property will be valued every 3 years by an
independent valuer.
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Fees and Expenses Paid

Upfront Fees

The costs associated with establishing the Trusts
and preparing and issuing this Prospectus are as
follows:

o A fee of $470,000 is payable to Heine
Investment Management Limited for its role in
arranging the borrowing facility with the
financier and negotiating leases.

e A trust establishment fee of $1,293,000 is
payable to Heine Investment Management
Limited for its part in sourcing, due diligence,
marketing and packaging the investment.

The Trust Deed for the LMPT provides for a

maximum fee of $2 million to cover these costs.

Babcock and Brown Pty Ltd, of which PH Green is
a director, will be paid a fee of $452,500 in
connection with procuring the acquisition of the
Property.

These fees will be paid out of the LMPT.

Ongoing Fees

Management Fee: The Trust Deeds entitle the
Manager to charge a fee of up to 1.25% per annum
of the gross asset value (paid monthly) of LMPT. It
is the Manager’s intention to only charge a fee of
0.85% of gross asset value per annum in respect of
the LMPT only, from which the Trustee fee in
respect of the LMPT will be paid.

Trustee Fee: The Trust Deeds allow the Trustee to
charge up to 0.1% of gross asset value or $5,000 per
annum whichever is the greater (paid monthly).
The Manager will pay this fee in respect of LMPT
from its own funds in which case it will not be paid
from the Trust.

The Trustee has agreed to waive its entitlement to
be paid its fee in respect of LMIT.

Disposal Fee - LMPT
In addition under the Trust Deed for the LMPT the

Manager is entitled to receive a disposal fee on sale
of the Property. This is a performance-based fee
calculated as follows:

If the sale price (after deduction of sale costs)
exceeds the purchase price (including acquisition
costs) by less than 2% of the purchase price
(including acquisition costs), the Manager is
entitled to a fee equal to the excess. If the excess is
greater than 2%, the Manager is entitled to a fee of
2% of the net sale proceeds. This fee is to
compensate the Manager for additional workloads
during the sale phase and acts as an incentive to
enhance the performance of the Property. If the net
sale proceeds are less than or equal to the purchase
price (including acquisition costs), the Manager’s
disposal fee is nil.

Expenses

In the case of each of the Trusts, expenses
reasonably and properly incurred by or on behalf of
the Trustee or the Manager in connection with the
Trust or in the performance of their respective
functions under the Trust Deeds are payable or re-
imbursable out of the Trust.

These expenses include costs and other outgoings
associated with the purchase, holding and sale of
investments, custody fees, the cost of Unitholders’
meetings, costs and other expenses in relation to
the preparation of the Trust Deeds and any
amendments to the Trust Deeds, costs connected
with offering units for subscription (including
prospectus costs), fees to regulatory authorities, the
costs of establishing and maintaining the register,
taxes in connection with the Trusts, interest on
borrowing, stamp duty on cheques, the fees of the
auditor and other experts, the cost of printing and
posting accounts and other material sent to
Unitholders, and the cost of keeping accounting
records.

Day to day physical property management and rent
collection duties are proposed to be carried out by
Heine Property Management Pty Ltd or its agent.
Heine Property Management Pty Ltd is a related
company of the Manager and will receive fees at
normal commercial rates for providing these
services.

Brokerage Paid to Selling Agents

The Manager may pay brokerage from its own
moneys to persons permitted to be paid brokerage
under the Corporations Law. This can be up to 5%
of the amount subscribed by investors from their
own funds as shown on the application form
(payable following receipt of the subscription) and
up to 0.25% per annum of this amount.

The brokerage the Manager pays to authorised
recipients is negotiable and in some circumstances
may be rebatable to the investor. For example,
some people who recommend investments in a
trust may accept part only of the normal brokerage
payable, the balance being rebatable to investors.
There may be other persons who recommend
investment in a trust but do not receive brokerage
(although they may charge you a fee for their
services).

Lake Macquarie Property Trust Prospectus
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MELBOURNE, VICTORILA 3000 {]; 3309 4499 Fax

Tlear Sir

Valuation of "Lake Macquarie Fair™ Shopping Centre, Mt Hutton, New South Wales

We have received mstructions dated 14 September 1998 fram bir Frank O'Brien, Manager -
Corporate Trusts, Sandhurst Trustees Limited, to undertake a valuation of the “Lake Macquarie
Fair" Shopping Centre, Mt Hulton, New South Wales.

In accordance with our instructions, we adwise that we have inspected Lhe above property,
considered relevant informabion, undertaken varieus enquiries and now provide a summary of
our valuation. For detailed descriptive information and valuation rationale, reference should be
made b gur full valuation report dated 31 August 1995,

Pursuant to Regulation 7.12.15(5){d}) of the Corporabtions Law, our valuation has been prepared
on the basis of:

“the price at which the property might reasonably be expected to be sold at the date of the
valuation assuming:

{a)  a willing, but not anxicus, buyer and scller; and

(b}  areasonable period within which fo negobiate the sale, having regard to the nature
and situalion of the property anedd the state of the market for propertly of the same
kind; and

{ch  that the property will be reasonably exposed to the markel; and

{d} thabno account is taken of the value or other advantage or benefit, additional to
market value, to the buver incidental to ownership of the proporty being valued;
and

{#)  that the Ttust has sufficient resources to allow a reasonable period for the exposure
of the property for sale; and

{fy  that the Trust has sufficient resources to negotiate an agreement for the sale of the

properky.”
Property Description

Lake Macguarie Fair is a modern, fully enclosed, air-conditioned community sized shopping
cenbre, constructed in 1985, which is anchored by a Big W Discount Department Store, a
Woalworths Supermarket, a freestanding KFC and 44 specialties over one level. The subject
property is located in Mount ] lubton, situated in the southern region of Greater Newcastle,
Omsite parking is provided for #54 vehicles, %9 of which are undercover.

The centre provides three main specialty malls aligned ina “Y" bype design with the Big W o
Chscount Department Store lenancy at one end and the Woolworths Supermarket at another
- ; . Sipehosy Zeos
end. The three malls, known as the service, food and tashion malls, all converge on the centre )
SUTFORTER
2]
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court area adjacent bo the main entrance on the wiestern side of the centre. Access through the
main entrance is available through double metal framed automatic sliding doors.

We have been provided with a Market Assessment Feport for Lake Macquarie Fair, dated 29
April 1945, prepared by Jebb Holland Dimast and we have telied upon that Market Asscssmoent
Report in preparing out valuation. The market assessment report indicates that there is potential
for Lake Macquarie Fair to consolidate and expand its role as a modern convenicnt fully
enclosed sub-regional centre. This would ideally comprise a discount department store and bwo
major chain supermarkets, with the opportunity to enhance the centre with the addition of
quality specialty retailers.

The market asscssment has also skated that the centre is not likely to be able to expand to a
major double discount deparbment store based centre or regional shopping cenire. The natural
topography of the surrounding region combined with competitive centres restrict the ulbimate
trade area that Lake Macquarie Fair could serve,

A Development Application in respect of the property was submitted to allow an extension of
the centre in the vicinity of the main entrance. The leltable area of the extension is in the order of
400 square metres and the orientation of the entry deors is proposcd to be altered. In addition, a
ramp is proposed from the lower car park to the ground Ievel car park. Approval was received
on 31 October 1996, The addition has not been developed as yet.

A small retail development known as Mount Hutton Shopping Mall adjoins the properties along
ils easlern boundary, The contre containg a Bi-Lo supermarket and several specialty shops.
There is a proposal b undertake a material upgrade and expansion of the Bi-Lo store to a Bi-Lo
Mogafrosh, which includes the provision of additional specialty tenants within Lhe contie.

lease Details

We have been provided with a tenancy schedule and moving annual hurnover stabistics by Jones
Lang Wootton wheo are: the appointed managers of the property. We have relied upen this
information in the preparation of our valuation. The majority of specialty tenant lease lerms
range from 3 to 5 years duration with many having a large proportion of the term remaining,
Both of the major tenant's leases are due for expiry in 2005, however, agreemenl has boen
reached with Woolworths bo extend the supermarket lease until 2005 on Lhe terms and
condttions applicable to the option periods as specitied within the original lease, In addition a
turther twa, five year options have been granted.

Brief Market Commentary

Rctail sales figutes published by the Australian Bureau of Statistics general nalional retail
cxpenditure indicate a relatively weak performance in May 1958, with some relail seclors
recording a sales decline. Owver the 12 month period from May 1997 to May 1998, however, retail
sales increascd 4.2%.

The underlying demand for retail space comes from retail expenditure. This has shown real
growth in the recent past as a result of population growth and growth in per capita expenditure.
| lowever, population growth projections for Australia are modest in the short to medium term,
and therefore any real growth in retail turhover {and consequently the demand for retail space)
can only come from improving economic conditions and increased household disposable
income.

- Heine Lake Macquarie Property Trust Prospectus




ARTHUR
ANDERSEN

Sandhurst Trustees Limibed
Fage 3
18 September 1908

Retail property has formed a strong component of institutional investment in Australia for some
time and has provided significant returns to owners over the long term. According to figures
released by The Proporty Council of Australia for June 1997, Australian Retail Property (total
reburn 15.2% ) out-performed Australian CBD office property (total return 7. 9%) and was the
bost porforming property assel class since the commencement of The Property Council of
Australia Index in December 1984,

For convenience based retailing, (grocers, fresh fruit and vegetables, fresh meats obc} centres
such as Lake Macquarie Fair have an advantage over their larger opposition as many customers
prefer to complete their shopping for these goods within the shortest possible Hmeframe. The
Jebb Helland DHmasi report indicated that Lake Macquaris Fair was considered to have very
little compelition for food and convenience retailing within the primary sector of the main trade
arca, Competition in lerms of non-food shopping exists within close proximity at Charlestown
Suare and Garden City,

Opportunities exist for Lake Macquarie Fair to posibon itself as a centre providing an excellent
range of accessille conventence food and non-food specialty lenants servicing the southemn
sector of the Newcastle urban area.

Income (Guarantee

We have been advised by the purchaser that in the event of a succossful purchase, they will he
entilled to a rental guarantee for the first bwo years following the purchase. Under the rental
guarantec the vendor is o provide a tental subsidy of up be 5250000 to subsidise the net rental
by @ minimum of $3,800,000 in the first bwelve months fallowing the sale and a minimum of
$3.876,000 in the subsequent twelve months,

For the purposes of this valuation, this benefit equates to $250,000 in net presant value terims,

Date of ¥aluation

The property was inspected on 30 of Tuly, 1998 and the date of valuation is the 31 August,
1998, We assume that the condition of the subject property and the relevant informakion
pertaining lo the property as at the date of inspection has remained unchanged at the valuation
date of 31 August 1998,

Valuation Methodelogy

We are of the opinion that the existing use of the subject property for a sub regional shopping
cenlre is lhe highest and best use of the land.

In determining the value of the subject property we have relicd upon the Discounted Cash Flow
Approach (DCFY over a ten (10) vear period. A static capitalisation approach was also adopred
as a check to the DCF approach. These methods are considered relevant to the valuation of the
subject property. In this regard we have undertaken an analysis of various sales of retail
properties, and placed particular emphasis on the comparability of their physical and income
characteristics.

From discussions with investors and market participants, we belicve that an investor's main
motivation for purchasing a4 property the size and calibre of the subjoct is the available income
strearm. We have therefore placed reliance on the discounted cash flow approach as it recogniscs
the revenue and cxpenses associated with the project over time,

Lake Macquarie Investment Trust Prospectus
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The Discounted Cash Flow Analysis is, in our opinion, the most accurate valuation kol The
IXCF allows the valuer bo make provisions [or existing lease covenanls, movement in tenants,
rent review and oplion provisions, current and fulure capital expenditure, and potential future
vacancies,

In asscssing the value of Lake Macquarie Fair we have adopted a discount rate of 13.0% and a
capitalisation rate of 10.5%.

In adophing those rates we have had regard to the following;

the locabion of the centre

the standard of the improvements;

the centre’s catchment and demographic characteristics;
retail sales turnover and sales growth prospects;

the current renial levels and prospects tor rental growth ;
available sales evidence and the current state of the market;
future lease cxpirabion; and

Future development potential.

* & & & & & & @

The fellowing core agsumptions have been used in our assessment:-
Diseounted Cashflow Assumptions:

Term ol 10 years.

Total net operabing income in vear 1is $3,500,000 which prows to $5,335,028 in year 10,
The specialty lenant average annual base rental increase over the 10 years is 4.02%.

A bad debt allowance of 1% of 1he specialty lenant income has been atiocated each year.
Discount rate of 13.0% has been adopted with a terminal yicld of T1.0%.

Acquisition costs of 5.7% and dispesal costs of 1.25% have been used.

Capitalisation Mcthod Assumphions:

Currcent net income: 53,6497, 5%

A vacancy allowance of 2.3% of the specialty tenants has been adopted

A capitalisation rate of 10050% has been adopled.

The capital value of other income and allowances is -$305,100 including the rental guarantee.
This produces an initial yield of 10.59% and a value per square motre of $2,325,

Having repard to the above assumplions the following values have been assessed;

Dhiscounted Cashflow Meihod Capitalisation Approach

535,250,000 534,941,000

H Heine Lake Macquarie Property Trust Prospectus
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Valuation

Subject b the various assumptions outlined within ihe full report prepared on the property the
current market value of the property known as "Lake Macquarie Fait” Shopping Centre, it
Hutton, New South Wales has been assessed at F35,250,000 {Thirty Five Million Two Hundred
and Fifty Thousand Dollars).

D¥sclaimer

We confirm that this report may be used in the Prospectus and may be relied upon by
Sandhurst Trustess Limited for the specific put pose to which it refers.

Mr Stephen O'Keeffe and Mr Peter Dempsey of Arlhur Andersen have prepared this summary
which appears in this prospeclus, Messrs O'Kecffe and Dempsey were involved only in the
preparation of the summary and the valuation referred to herein and specifically disclaim
liability to any person in the event of any omission from false or misleading statements included
in the prospectus, other than in respect of the valuation and summary,

A Bl ™

Yours faithfully

STEFHEN (¥KEEFFE PETER DEMPSEY
Managet, Real Estate Services Group Director, Real Estate Services Group
Regislered Valuer Mo, 6080 Ecgistered Valuer Ne. 1072
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The Diteciors

Heine lnvesiment Management 1imnited
Level 9

11 Queens Road

MELBOURNE VI{ 30

Lake Macquarie Property Trust (“LMPT™)
Lake Macquarie Investment Trust (“LMIT™}

Diear Sirs,

We refer to the proposed prospreetus (or the issue of wnits in LMPT and LMIT {(colleclively referred 1o as “rhe
Trus1s™).

As requested, we have cullined below a peneral sumunary of the Auvsiralian income lix conscyuences of
investing in LMPT and LMIT. We have also made comment regarding cerain tax issues that may be relevant to
the Trusts. The summary is general in nature, as the circumstances of each investor may vary., Accordingly,
Muoore Stephens Hughes Fincher Services Pry Lid disclaims any responsibility to any investor who does not
obtain independent advice from their own professional adviser in respect ol the proposed invesiment in LMPT
and LMIT. The following summary relates to raxarion law as it exists at the date of writing and is subject to any
tuture changes in Austrahian tax law. Certain general comments are made =t Section 5 of this fetter in regard Lo
tax relorms proposcd by (he current Federal Government {the Coalition} and the Opposition.

The following outline only addresses likely tax implications for Ausiralian resident investors who hold units as
capital assers. It docs not deal with imphcations lor unithalders who hold units as rading stock or who deal in
units as an ordinary incidence of their business. The taxation consequences for non-resident investors and
investors wha do not hold their investment on capital account will differ from the treatment outlined below,

1 Taxation of the Trusts
1.1 Creneral

Under current tax legisiation, the taxation of trusts is governed by the provisions conlained in Division
& of Part [11 of the Income Tax Assessment Act 1936 (the "Act™}. As a general rule, a trust will not be
subject Wy tax on s taxable income wnless it derives taxable imcome o which no beneliciary is presently
entitled. However, in certain circumstances, the provisiens of either Division 6B {Comporate Unit
Trusts) or Division 6C (Public Trading Trusts) of Part I of the Act may apply, both of which have the

cffect of laxing a trust us o company.

[t is understocd that the unithelders of the Trusts will collectively be presently entitled {annually} to the
(ull net aceounting incotne of the Trusts which, in the case of bolh Trusts, will exceed annual taxabie
Inizoime,

.2
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On this basis, neither of the Trusts should incur income tax on income to which no beneficiary is
presently entitled.

It is also our view that neither of the Trusts should be subject to tax under Division 6B or 6C of Part III
of the Act. This is discussed in more detail below.

1.2 Division 6B — Corporate Unit Trusts

Division 6B can apply where a property owned by a company becomes the property of a unit trust
pursuant to a “prescribed arrangement”. A “prescribed arrangement” is defined in the Act to mean an
arrangement under which a shareholder in the company disposing of the property is, by reason of being
a shareholder in the company, granted a right or an option to acquire units in the relevant unit trust.
The granting of a right or option is itself defined to mean, amongst other possibilities, a preferential
advantage granted to the shareholder in respect of the allocation or acquisition of the units in the
relevant unit trust.

It is our understanding that the units to be issued in both LMPT and LMIT are by offer to the general
public. We understand that there is no preferential allocation of units nor the granting of any options or
rights to acquire units in the Trusts to the vendor of the property, or to any of the vendor’s sharecholders.
All offers for subscriptions for units will be assessed in an independent manner.

On this basis, there is no “prescribed arrangement” for the purposes of Division 6B. Accordingly, we
are of the view that neither LMPT nor LMIT will be taxed as a corporate unit trust.

1.3 Division 6C — Public Trading Trusts

If a trust is a “public trading trust” for the purposes of Division 6C, the net income of the trust is taxed
in the hands of the trustee of the trust as if the trust were a company.

Both trusts will be “public unit trusts” for the purposes of the Act as offers are to be made to the public
for subscriptions. The pivotal issue is whether the trusts are to be regarded as “trading trusts” for the
purposes of Division 6C. In simple terms, a “trading trust” is a trust that carries on a trading business.
The Trusts will not be trading trusts, provided that their business consists wholly of “eligible investment
business”.

“Eligible investment business” is defined in the Act to include investing in land for the purpose, or
primarily for the purpose, of deriving rental income. Also within the definition of “eligible investment
business” is investing or trading in units in a unit trust, investing in loans (secured or unsecured and
including bank deposits), shares, bonds, debentures or other similar securities.

We understand that the business to be conducted by LMPT will be limited to the acquisition and
holding of the property being Lake Macquarie Fair Shopping Centre, Mount Hutton, New South Wales.
We also understand that the property is intended to be held by LMPT for the purpose of deriving rental
income and that there is no arrangement, entered into as part of the acquisition, whereby the sale of the
property to any person or entity is guaranteed or contemplated.

We understand that LMIT will only invest in units in LMPT.

On the basis of the forgoing, it is our view that the business of both Trusts would properly be regarded
as constituting an “eligible investment business”. Therefore, in our opinion, the provisions of Division
6C should not apply to the Trusts.

1.4 Limited/Non-Recourse Debt

There are two sets of taxation provisions which can apply in certain circumstances so as to limit, or
deny, taxation deductions where a property is financed by way of limited or non-recourse debt:

.13
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»  Section 31ALY of the Act can deny deductions where a property acquisition is linanced by more
Ihan 30% non-recourse debi and the property is scyuired Irom a non-resident of Australia, a tax-
exempl body or a prospeoctive tenant under a sale and lease back arrangement. We understand that
Lthe properly s not heing acquoited from any of the abovementioned persons so that Seclion 51AD
will not apply.

*  Proposed limited recourse debt rules have been infroduced (n Parliament In Taxation Laws
Amendmend Bill (Mo 4} 1998, These rules are very complex and have not been passed as law at
the date of writing. However, we are of the view that in their present form these rules will not
impact situations where limited recourse debt has been used W fund the acquisition of units rarher
than property. This means thar if the Bill is enacted in its present form, the proposal should not
have any [ax impact on investors in LMPT or LMIT.

Capital Uaing Issues for LMPT and LMIT

Upon the ultimate sale of the property, the disposal could give rise 1o a taxable capital gain or a capital
loss. Under the capital gains provisions of the Act, in calculating a capital pain the cosi base of the
propetiy can be indexed provided that the properly has been held for at least 12 months, No indexation
is allowable fur 1he purposes of calculaling 2 capital 1oss. The cost base of the propeny will be reduced
by the amount of any capital allowances claimed as deductions in respect of the property for the
purpose of calculating either a capital gain or capilal loss on disposal.

Realised capital gains will be included in the taxable income of the Trust and it is understocd that any
such gains will be distributed o unitholders. Accordingly, unitholders should be taxed on their relevant
portim of any capilal gains realised by the disposal of the propeny,

Capttal losses, if incurred by LMPT, are not able 1o be distributed to unitholders but will remain with
the trust. Such losses can be carmied forwand indelinitely for olfscl against any future capilal gains,

Simnilarly, LMIT will ulimately be disposing of its units in LMPT and a calculation of a capital gain or
loss will be required. It is undersiood that any taxable gain will be distributed {and taxed) to LMIT
unitholders; any capital loss would be quarantined in LMIT.

Trist Losses

There are now and complex laxation provisions gifecling trusts which have ingurred axation losses of 3
revenue nalure (Schedule 2F of the Act), These provisions are very complex and a delailed discussion
ts beyond the scope of this general sunuvary. In very simple terms, however, these provisions can
operale 1o deny the deductibility of losses brought forward from prior years unless corlain lests ane
salisficd. The tests hkely Lo be applicable (o the Trusty are an “income injection test” and a “50% stake
test”. [t is noted that the forecasts provided indicate that LMTT may incur axation losses in ils early
YEars.,

Bascd on our understanding of the Trosis" activities and the expected stability of the unithuldings in the
trusts, it is our expectation that these tests would nol pose a difiiculty for either of the Trusts,

This cxpectation is based on the assumption thal the income dedved by both Trusts will only be rom
the aclivities set out in this prospectus. It is also based on the assumption thal there would nor be a
change in ownerslup of 30% or more of the inlerests in the teast between the year of incurrence of the
lusses and the year of recoupmenl.

Cin this basis, we expect that the provisions of Schedule 2F should not pose a difficulty for either LMPT
ar LMIT.

L i
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CGT Rollover Relief — Managed Invesiments Act

Both LMPT and LMIT will be subject to the new Managed Investments Act that will necessitate ceriain
changes w the administration of the Trosts and the Trust Deeds. The Governmen! has recently
announced that 1o the extent that the transitivnal changes may give rise 10 a disposal of assets, there will
generally be capital gains rollover relief available. Draft legislation is oot available at the time of
writing.

Taxation of Unithelders
Triesy Distributions Generally

Based on the forgoing, unitholders should generally be assessed on their proportonate share ol 1he
taxable income of the Trusis.  For assessment purposes, the distributions are regarded as being
assessable to unitholders in the accounting period in which the entitlesnent to the distribution arises. nol
the accounting period in which 1he distributions are received.

Distributions from LMPT to Unitholders

There are a number of 1ax deductions, including depreciation on planl and equipment and buoilding
allowance, which the Manager expecis LMPT to be able to claim when calcularing its taxable income.
Tr is undersiood that wnitholders will collectively be presently entitled each year to the full annual net
accounting income of LMPT (which will exceed the raxable income of LMPT). Unitholders will be
assessable on their share of LMPT's taxable income in the same proportion as they share in the
accounling income.

To the extent to which net income distributed exceeds the taxable income ol LMPT, the distribulions
will under currenl lax Jaw comprise a tax deferred component {refer below) andfor a lax-free
companent (refer helow). The remainder will be assessable income to the unitholders,

It is noted that the Manager will be paying interest on behalf of LMPT unitholders out of the income
distributions o which those unitholders are entiiled, thereby reducing the cash amount distributed. The
Manager has forecast that the cash amount paid to unitholders in the Nirst six years is likely to be higher
than the taxable income derived by unithalders from their investment in LMPT (afler allowing lor
deductions available to the invesior fur loan inierest and borrowing cosis}.

Dvseribudons from LMIT ta Unithalders

As LMIT helds units in LMPT, it 5 entitled (o receive distributions from LMPT proportional to ik
umitholdings. LMIT will then, in accordance with its rrust deed, determine the amount of distributable
income availahle for disidbution 1o its unitholders. We understand that the disinbutable income of
LMIT will comprise the distributicn from LMPT less the interest expense incurred by LMIT and any
olher incidental expenses of LMIT.

To the extent t¢ which income distribuled cxeceds the taxable income of the trust. such distributions
will comprise a lax deferred component andfor a tax-free component {refer below), These components
are expecied Lo be, in cssence, those derived by LMIT from its unitholding tn LMPT. The remainder of
the income distributed by LMIT to its unitholders will be assessable income.

Tax Deferred Compancal

The “tax deferred” component represents deductions available to a trust for wxation purposes which are
nut cxpenscs for accounting purposes (such as depreciation). “Tax deferred” amounts do nol imclude
amounts free from tax as a tesull of the building allowance (see Section 2.5}, Tax deferred distributions

relgin their character when disiribuled by LMEPT and later by LMIT.
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The receipt of a 1ax deferred component by unitholders in LMPT or LMIT will generally nat be
included in the asscssable income of the recipient unitholder. However, the tax deferred component
may ultimalely have an impact on the capital gain derived or loss incurred by a uaitholder.

For the purposcs of delermining either the capital gain or capital loss arising on the eventual disposal of
the units, the cost base of the unithodder's units (indexed, where appropriaict will progressively be
reduced by the amounts of the 1ax deferred component received by the unitholder. These provisions
cnsure that the receipt of ax deferred amounis are generally not immediately taken up as assessahle
tncome although they can increasc the cventual capital gain (or reduce the capital loss) upon the
evenlual disposal of the units.

Howeyver, m circamstances where the unitholder's cost base or indexed cost hase in Lhe unils has
already been reduced 1o wero, any further receipis of tax deferred distributions will ke assessable o the
unitholder on receipt a5 2 capital gain.

Tax-Free Component

The “1ax free” componenl represents the deduction for building allowance available for taxation
purpaoses, which is nol an expense for accounting purposes. This amount also retains its character when
disiributed by LMPT (and laler by LMIT). Accordingly, when a distnbution is utlimately received by
the unithalder, the lax Iree amount will oot constitute assessable income,

The tax Irec amount does not reduce Lthe cost base of units for the purposes of caleulating a capital gain
on the disposal of unie. It does however, reduce Lbe cost base of unils when determining any capital
loss that may arise on disposat of those units.

Capital Gains Issues for Unitholders

Unitholders who generally dispose of their units and derive 4 capital gain will be subject o tax under
the {rewritten) capital gains provisions of The Income Tax Assessment Act 1997

The cost base of the original units acquired by umitholders in LMPT (including LMIT) will ba the full
issue price of the relevant units and will also include any incidental costs of acguisition. The cost base
will include both the investor’s own equity and also the amount funded by debl assumed by unitholders,
but will exclude borrowing costs bome by the investor (see Section 2.7). The cost base of unils i
LMPT is understood to ba $1.00 per unit {with horrowing costs of 1,69 cents per unith,

The cost base of the original units acquired in LMIT will be the full issne price of the units. The
acquisition of LMIT wnits does not involve the assumption of any debt by the LMIT unithelder; rather,
the relevant borrowings 1o fund the ultimate investment in LMPT are undertaken by LMIT. The cost
hase of origimat umits in LMIT s wnderstood to be $1.00 per unir,

Unitholders in the Trusts who hold their vnits for 12 months or more should be able to index the cost
hase for CPI movements for the purposes of calculating a capital gain.

For the purposes of calculating a capital loss ne tndexation af the cosl base is allowed. Capilal losses
are nat deductible bul can be offset against any current year or future year capital gains,

In calculating capital gains, the tax deferred amounts reduce the (indexcd) cost base of a unithelder's

units. In rthe case of capital losses, both tax delerred and tax free amounis reduce the cost base of the
units.

b
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Borrowing Costs Deductible 10 Unitholders

Of the wmount contribuled by LMPT unitholders {equity plus debi), we understand that approximately
1 69 cents per unit represcnls bormowing costs incurred by the unithelder in regard to the vnitholder's
portion of the debt. Unitholders are entitled to claim a deduction of bormewing costs on a “straight line™
basis over a five year term {being the term of the unitholder lpan) under Section 25-25 of the Income
Tax Assesstnent Act 1997,

Deductikility of Interest for Investors in LMPT

The proposed strociure involves the asswmption by investors in LMPT (including LMIT) of a cerrain
element of debt funding. This debt is used (o lund the issue price of the units i LMPT.

Guidelines in relation o the deductibility of interes! on money borrowed to acquire units in a properly
unil trust are contained tn Income Tax Ruling IT 2684, In that ruling, it is accepted by the Australian
Taxation Office that interest expenses incurrcd on bormewed funds used to purchase income, capital
giowih, or combined units in a property unit trust are gencrally an allowable deduction,  Whilst the
ruling condains a number of imponant provisos, we are of the view thal interest on the debt relemed o
abrrve should be allowable as a deduction to the unithalders in LMPT {including LMIT).

Superannuation Funds

The interposition f LMIT between superannuation fund investors apd LMPT can facilitate mvestment
by superannualion funds. Subject to the proviso st wul al the conclusioa of Section 4 of this leter, the
interpusition of LMIT should ensure that the investment by the superannuation funds docs nat breach
the superannuation funds” complying siatus nor breach the requirements of the Superannuation Industry
(Supervizsion) Act 1993 ("SISA™. It is also important, hiwever, that the rustee of each superannuation
fund cnsurcs thal the investment satisfies the fund's own investment ohjectives and stralegy.

LMIT will couple the capital subscribed by the superannuation funds with its hormowing facility 1o
subscribe for unil capital in LMPT. This arrangement cosurcs thal the relationship between the
superannuation funds and LMPT is different from the relationship belween the dircct investors and
LMPT. In other words, the use of LMIT means that superannuation funds can acquire an indirccol
interest in units in LMPT and the borrowings are external o the superannuation funds. Therefore, the
restriction on a superanmuation fund botrowing money (Section 67 of SISA) should not be breached.

The taxation consequences for the superannuation funds {and any other unithelder in LMIT) would be
as follows, The investors in LMIT will acquiee fully equiry funded units. The cost ol acquisition of
these units will be the capital conribution made 1 LMIT by the superannuation fund. The borrowings
made by LMIT in vrder to finance the acquisition of units by LMIT in LMPT will not affect the cost
base of LMIT umits acyuined by the superannoation funds.,

Any lax deferted component of tax free component of the distributions received by the superannuativo
fund investor (rom LMIT will affect the cost base (or indexed cost base) of the LMIT units. This is
discussed a1l Section 2.4 and 2.5, respectively,

i should be noted that the Government has announced (in the 1998-9% Federal Budgel and in a
subsequen! Press Release on 28 May 1998) certain new restrictions on investments by superannuation
funds, Amongst other things, Ihe new rules propose restrictive limils on the investment by
supcrannuation funds in “associated parties, including trusis”. The announcement does nat elaborale on
the precise breadth of this provision {and in particular what is meant by “associated parties™). Ir is
understood that this amendment is nol generally intended to prohibit investments in widely held rusts
such as LMIT, however, draft legislation is not available at this siage.
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8 Tax Reform Propoesals

The Federal Government recently announced a proposal o significanily reform the Australian taxation
system.  These reforms include the introduction of a Goods and Services Tax ("G5T7) amd a new
regime for the taxation of trusts and companies. The new system will, if introduced, impact the Trusts.

Whilsl precise details ol the now GST have nol yel been released, the proposed system would:

= impose a 10% GST on a number of the expenses and oulgoings of the Trust involving the
acquisition of goods and services;
tequire LMPT o charge a 10%: GST on rents charged 1o tenants; and
require LMPT 1o regularly remit the difference between the above to the Australian Taxatian
Dfflice.

bost imporiantly, the new regime for the taxation of entiries including rusts would change the basis on
which the trust income is laxed, elffective (rom 1 Joly 2000, Briefly, the new regime for taxation of
trusts would reat trusis as 1axable enuties, Unlike the corrent sysicm outlined above, trosis would pay
tax on their taxable income at the company tax rate (current]y 36%),

Any distributions made by trusts which have non suffered lax atl the company tax rate will generally
incur an “entity lax" at the time al which the disiribution is made to unitholders. In this way alf
distributions received by wnitholders will have soffered tax at the corporare tax rare.  Individuat
unithalders would he entitled to claim a (ull credit for lax paid o the distribolions received {including a
refund of any excess credits).

If enacted, this regime could mean thal trusls were not able (o pass on o unitholders the benefit of
incame freed from tax by depreciation and building allowances.

The Federal Opposition has responded to the Government's Tax Reform package by announcing that if
elected they would not introduce a GST butl would introduce 2 new regime for the taxation of trusts and
companies that is fundamentally the same as the Federal Goverament's proposal.

The paosition will not be known with any cortainty unti] the forthcoming election result is determined
amel draft legislation is released.

f Unitholder™s Tax File Number

Unitholders should note that failure to provide TEN or appropriate exemption will result in (ax being
withheld from distributions by the Trustee al the wop marginal rate plus Medicare Levy.

Yours faithfully

MOORE STEPHENS HUGHES FINCHER SERVICES PTY L.TD
- DIRECTOR

- Heine Lake Macquarie Property Trust Prospectus




Further Information

Material Contracts
(a) Put and Call Option Agreement

A Put and Call Option Agreement dated 24 July
1998, (‘the Option Agreement’) has been entered
into by Siteblue Pty Ltd (‘the Vendor’), Trust
Company of Australia Limited (‘TCAL) Heine
Management Limited (‘HML’) and Heine Funds
Management Limited (‘HFML’) in relation to the
Property.

The key provisions of the Option Agreement may
be summarised as follows:

* In consideration of payment of a call option fee
of $500,000 the Vendor grants a call option to
TCAL (‘TCALs Call Option’) allowing TCAL
(or its nominee) to purchase the Property on the
terms of the Contract (see Section (c) below).
TCALs Call Option may only be exercised on or
after 2 October 1998 and prior to midnight on 7
October 1998, by delivery of the executed
Contract and ancillary documentation, and a
bank cheque for $1,262,500 being the deposit of
$1,762,500 payable under the Contract, less the
call option fee.

e TCAL may, prior to midnight on 7 October
1998, nominate another party to exercise
TCALs Call Option, if that party is either a
corporation related to HML under the
Corporations Law or a trustee of a trust the
manager of which is HML or a related
corporation.

If TCAL gives a nominee notice under the Option

Agreement:

e it has no liability for performance by the
nominee under the Contract; and

e HML guarantees to the Vendor the performance
of such nominee under the Contract.

The Vendor also grants a call option to HEML

(‘HFML Call Option’) allowing HEML to purchase

the Property on the terms of the Contract. The

HEML Call Option may only be exercised after

12.01 a.m. and prior to midnight on 8 October

1998, by delivery of the executed Contract and

ancillary documentation and a bank cheque for

$1,262,500.

If TCALs Call Option and the HFML Call Option
expire, then the Vendor may require HML or its
nominee to purchase the Property on the terms of
the Contract (‘Put Option’). The Put Option may
only be exercised on or after 9 October 1998 but
prior to midnight on 23 October 1998, by the
Vendor delivering the executed Contract and
ancillary documentation to HML.

(b) Nominee Notice
TCAL has pursuant to its rights under the Option

Agreement, given a nominee notice in favour of
the Trustee which entitles the Trustee to exercise

TCALs Call Option.

(¢) Contract of Sale

If the Trustee exercises TCALs Call Option, a
Contract for the Sale of Land (‘Contract’) will
come into effect between the Vendor and the
Trustee to purchase the Property.

The key provisions of the Contract may be
summarised as follows:

The Contract is a cash contract for a price of
$35,250,000 with a deposit of $1,762,500 paid on
exercise of the TCALs Call Option (see (a) above)
and the residue of $33,487,500 payable on 30
November 1998.

The Contract:

(1) requires the Trustee to warrant that, as a result
of its own enquiries, it is satisfied as to the
nature, quality, condition and state of repair of
the Property, accepts the Property subject to all
defects and dilapidation, and is satisfied that
the uses to which the Property may be put. The
Trustee is also not entitled to raise any
objection relating to drainage, location of
boundary fences, the availability of services or
the presence of asbestos or other hazardous
substances. The Manager has obtained reports
from consultants as to each of these matters;

(2) provides that if completion does not occur by
the required completion date, the Trustee must
pay interest on the unpaid residue calculated
from 10 November 1998 until the residue is
paid, at the rate of 10% per annum;

(3) provides that the Property is sold subject to

existing tenancies and any new tenancies to

which the Trustee consents. The Trustee and
the Vendor give each other reciprocal
indemnities in respect of any claims arising
from a breach of any landlord’s covenants or
obligations arising under the tenancies during
the respective periods whilst they are the owner
of the Property;

requires the Vendor to pay to the Trustee any

shortfall between the net rent actually received

in the 2 year period following completion and:
 $3,800,000 for the first year of that period,;
and

¢ $3,876,000 for the second year of that period;

but subject to a maximum liability of $250,000

for the whole of that 2 year period. In order to
secure this obligation, the sum of $250,000 is to
be paid to the Trustee’s solicitors, to be held by
them as stakeholder, and may be drawn down
each quarter, to meet such shortfall;

requires the Vendor to indemnify the Trustee in

relation to any liability arising if a warranty

given by the Vendor is incorrect or if other
obligations undertaken by the Vendor under
the Contract are not performed. In order to
secure this obligation, the sum of $500,000 is to
be paid to the Vendor’s solicitors, to be held by

—
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them as stakeholder and such sum must be paid
to the Trustee if directed in writing by both
parties, or upon delivery of a court judgment
relating to such warranty or obligation. If
notice of an actual or potential claim on the
sum of $500,000 is not made by 30 June 1999,
the Vendor’s solicitors must return the balance
held by them to the Vendor;

(6) contains various warranties given by the
Vendor as to title, material contracts, permits
and licences, intellectual property, litigation,
improvements, leases, environmental issues and
other matters;

(7) contains provision for adjustment and
apportionment of rent and outgoings as at the
completion date, and otherwise contains
provisions usual for a contract of this nature.
The general format of the Contract accords
(with appropriate modifications) with the New
Law Society copyright Contract for the Sale of
Land - 1992 Edition.

(d) Loan Agreement between the Financier and
LMF

The financier will provide the loan to the LMF

(which will in turn on-lend these amounts to the

Unitholders on generally the same terms and

conditions).

The loan will be repayable in full to the financier
on 30 November 2004.

The financier will be entitled to receive interest at
the relevant bank bill rate prevailing from time to
time during the term of the loan plus a margin of
1.20% per annum. LMF will have the right to enter
into a separate hedging arrangement with the
financier which will effectively fix the interest rate
applicable on the whole or part of the loan amount
during the whole or part of the term of the loan.
The financier will also be entitled to receive a
$122,000 establishment fee at the commencement
of the loan.

The repayment of the loan will be secured by an
unlimited guarantee and indemnity from the
Trustee in its capacity as trustee for the LMPT
together with a mortgage over the Property and a
debenture charge over all of the assets and
undertaking of the LMPT.

The financier will have no recourse to the assets of
any Unitholder other than for the purpose of
enforcing the irrevocable direction, trust deed of
covenant and deed of subordination (see page 4).
There will be a number of covenants and
undertakings with which the financier will require
compliance, including:

e That the ratio of rent (net of all outgoings
payable by the tenants) to total interest expense
will not be less that 2.0:1

e That the ratio of the outstanding loan amount to

the value of the property will not exceed 0.666:1.

The Manager is satisfied that, based on the current
forecasts, each of these covenants and undertakings
are capable of being practicably achieved.

It will be an event of default if there is any change
in the Manager or the Trustee of the LMPT without
the prior consent of the financier (which consent
may not be unreasonably withheld).

(e) Loan Agreement between LMF and the
Unitholder.

All amounts provided to LMF by the financier will
be on-lent to the Unitholders in the proportion
that the amount subscribed by each Unitholder
from their own funds under this Prospectus bears to
the total amount of equity offered under this
Prospectus.

The terms of this loan agreement will be generally
the same as those applying under the loan
agreement between the financier and LMF except
where:

(1) LMF will not be granted any security over the
assets of LMPT;

(2) LMF's rights against an individual Unitholder
will be limited to its rights under the
irrevocable direction, deed of subordination
and trustee deed of covenant referred to earlier
in this Prospectus;

(3) LMF will only be entitled to exercise its rights
against a Unitholder as a consequence of an
event of default occurring if the financier seeks
to exercise its rights against LMF; and

(4) a further covenant will be included whereby a
Unitholder will not be entitled to transfer any
units without ensuring that:

(a) its loan (or, in the case of a transfer of part
only of its units, then a pro-rata proportion
of its loan) will be repaid to LMF; and

(b) (if the transferee is borrowing funds from
LMF) the transferee has entered into a deed
of subordination and trustee deed of
covenant and granted an irrevocable
direction in favour of the financier and LME

If the offer under this Prospectus is not fully
subscribed by the settlement date, then the balance
of the available loan will be on-lent on the same
terms and conditions by LMF to LMU which will in
turn be on-lent by LMU to the Trustee under the
loan agreement described in (f) below.

(f) Loan Agreement between LMU and the

Trustee

If the offer under this Prospectus is not fully
subscribed by the settlement date, then LMU will
provide a loan to the Trustee equal to the
subscription shortfall (the ‘equity component’) plus
the amount borrowed by LMU from LMF under the
loan agreement referred to in (e) above. All
subscriptions received and accepted after the
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settlement date will be used to reduce the loan from
LMU (and LMU will use a proportion of this
reduction to in turn reduce its loan from LMF).

The term of the loan will be until 1 October 1999
after which in the absence of an event of default,
the outstanding balance of the loan will be repaid
from funds subscribed by HML into the LMPT. The
interest rate applicable to the loan from LMU will
be 8.5% per annum calculated on daily balances
and payable monthly in arrears.

The only events of default under the loan from
LMU will be if:

(1) the financier enforces its rights as a
consequence of a default under the loan
agreement and securities referred to in (d)
above; or

there is a change in manager of the LMPT.
Investors should therefore be aware that the
financier would be likely to withhold its
consent to any change in manager of the LMPT
until the loan from LMU has been repaid or
converted into units in LMPT.

(2)

Lake Macquarie Underwriting Pty Ltd

LMU is a new company created for the sole purpose
of providing the interim funding referred to on page
5 if required. The provision of the equity
component (see page 34) of the moneys required by
LMU to meet its interim funding obligations will be
the responsibility of HML. HML has an in-principle
agreement (subject to formal documentation) with
the Brentwood Group (‘Brentwood’) which is a
group of companies associated with the Vendor. The
in-principle agreement contemplates that if the
equity component of moneys required by LMU to
meet its interim funding obligations exceeds $10
million, then HML may require Bentwood to
provide (by way of loan to LMU) any additional
equity component required up to $4.375 million on
the following terms:

(a) 50% of the principal amount is repayable by
LMU to Brentwood by no later than 31 May
1999 with the balance repayable by no later
than 29 September 1999;
the interest rate payable by LMU to Brentwood
will commence at 10.5% per annum and
increase calendar monthly;
(c) as subscription moneys are received by the
LMPT after the Settlement Date and are used
to repay the loan from LMU, LMU will apply
the equity component of the amount repaid to
reduce its loan from Brentwood;
all interest paid by the LMPT to LMU on the
equity component of its loan will be used to pay
interest to Brentwood and reduce its loan from
Brentwood in priority to making any payments
to HML;
(e) HML will guarantee the repayment by LMU of
all moneys to Brentwood.

Lake Macquarie Investment Trust Prospectus

The Trust Deeds

The Trusts are governed by Trust Deeds between the
Manager and Sandhurst Trustees Limited as Trustee.
Unitholders’ rights and entitlements are largely
governed by the Trust Deeds and the Corporations
Law. The terms and conditions of the Trust Deeds
are binding on the Manager, on the Trustee and on
Unitholders, and all persons claiming through them
as if each of them were a party to the Trust Deeds.

Copies of the Trust Deeds are available for
inspection at the Manager’s head office upon
request.

In addition to the duties expressly imposed by the
Trust Deeds, a number of additional duties are
imposed on the Manager, on the Trustee and on
Unitholders as a result of covenants deemed to be
included in the Trust Deeds by the Corporations
Law. Some of these duties have been outlined on
page 12 and below.

The Manager is empowered, in conjunction with
the Trustee, to amend the Trust Deeds subject to
the Corporations Law and the prior written consent
of all lenders and financiers in favour of which the
Trustee has granted security of any kind over any
asset or property of a Trust. The Corporations Law
requires that if a modification would adversely affect
the rights of the relevant Unitholders of a Trust, it
must be approved by the Unitholders at a
Unitholders’ meeting.

Role of The Trustee

Sandhurst Trustees Limited is the Trustee of each of
the Trusts. The main duties of the Trustee are:

e to exercise all due diligence and vigilance in
carrying out its functions and duties and in
protecting the rights and interests of Unitholders;

® to ensure that proper accounts are kept and
audited;

® to ensure that accounts and other information
are sent to Unitholders each financial year;

e to perform its functions and exercise it powers
under the Trust Deeds in the best interests of
Unitholders in the Trusts and not in its own
interests, if those interests differ from those of the
Unitholders;

e to treat Unitholders equally and fairly; and

e to take reasonable steps necessary to be informed
of the exercise by the Manager of its powers and
functions under the Trust Deeds.

The Trustee may retire by giving at least three
months notice to the Manager or any shorter notice
the Manager accepts or be required to retire or be
removed from office, including where Unitholders
vote in favour of its removal. In these
circumstances, the Manager would be entitled to
appoint a replacement Trustee subject to necessary
regulatory approvals.
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Investors should note that under certain changes
made to the Corporations Law, a single responsible
entity (expected to be Heine Investment
Management Limited) will be appointed and
become solely responsible for the management and
operation of the Trusts (see below).

Trustee’s Disclaimer

The Trustee is to be taken to have been involved
only in the preparation of those parts of this
Prospectus which refer to factual statements
regarding the Trustee or which are derived from the
Trust Deeds. While it has read this Prospectus and
made limited comments to the Manager on drafts
of it, the Trustee has relied upon the Manager and
its advisers for the truth and accuracy of the
contents other than those parts and is not to be
taken to have authorised or caused the issue of this
Prospectus.

The Manager has authorised or caused the issue of
this Prospectus including those parts of the
Prospectus which have been expressly authorised.
The Manager, based on information within its own
knowledge or provided to it by its advisers, has
prepared this Prospectus.

Amendments of the law - Impact on the
Trusts

The Managed Investments Act 1998 (‘the Act’),
which amends the regulation of managed
investment schemes (including unit trusts such as
the Trusts) under the Corporations Law, was passed
by the Federal Parliament on 26 June 1998 and
took effect as from 1 July 1998. There will be a
transition period of two years after 1 July 1998 for
existing schemes which are ‘managed investment
schemes’ under the Act (such as the Trusts) to
become registered by the ASIC.

The effect of the Act is that the regulation of
managed investment schemes (such as the Trusts)
under the Corporations Law will be substantially
altered. In particular, the existing split
responsibility between the manager and the trustee
will cease and be replaced with a single scheme
operator called the ‘responsible entity’.

As a result, the role of the trustee in holding the
assets of a scheme and protecting the interests of
members of the scheme will cease and the single
‘responsible entity’ will become solely responsible
for the management and operation of the scheme.

In the case of the Trusts, it is expected that the
Manager, Heine Investment Management Limited,
will become the ‘responsible entity’ of the Trusts
and the Trustee, Sandhurst Trustees Limited, will
retire as trustee. It is the Manager’s current
intention that an independent custodian be
appointed to hold the Trusts’ assets on behalf of the
Manager.

The Act sets out the procedures for the retirement
of existing trustees of schemes, the appointment of
the new ‘responsible entity’ and the registration of
schemes as ‘managed investment schemes’ under

the Act.

At this stage, it is anticipated that an application
will be made in early 1999 for the Trusts to be
registered as ‘managed investment schemes’ under
the Act.

Other significant effects on the operation of the
Trusts include the following:

Independent directors/compliance committee
members: a ‘responsible entity’ will be required to
have either 50% ‘external’ (independent) directors,
or establish a compliance committee with a
majority of ‘external’ (independent) committee
members;

Compliance plan: a compliance plan to ensure
compliance with the Corporations Law and the
Trust Deeds must be prepared and lodged with the
ASIC. The compliance committee (where one is
required) will be required to monitor and report to
the responsible entity on compliance with the
compliance plan;

Trust Deeds: it is likely that significant
amendments will be necessary so that the Trust
Deeds comply with the new law, and do not
contain requirements that are no longer relevant.

All costs of registering the Trusts as managed
investment schemes will be borne by the Trusts.

Termination of The Trusts

It is expected that the Trusts will terminate in
November 2005. The Trusts may be terminated
earlier in a number of circumstances, including if
the Manager decides to terminate them, or may be
continued past the termination date if unanimously
approved by the Unitholders. Upon termination,
the assets of the Trusts are to be sold by the Trustee
and the proceeds distributed to Unitholders.

ASIC Exemptions

The ASIC has made declarations and modifications

under Sections 1069(3) and 1084 of the

Corporations Law in respect of the Trust Deeds to

exempt the Trusts and the Manager from certain

obligations. These exemptions in summary provide:

e Relief from the liquidity requirements under the
Corporations Law;

e The Manager does not need to send accounts
and statements to Unitholders who do not want
them or cannot be located;

e The Manager is not required to buy back units,
subject to certain conditions; and

e The Trustee is required to obtain valuations
every 3 years.
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Meetings of Unitholders

As a unitholder, you are entitled to attend
Unitholder meetings. There is no requirement to
hold regular Unitholder meetings but meetings can
be called for particular purposes either by the
Manager or by the Trustee. They can also be
requisitioned by Unitholders. If a meeting is held,
you will be sent a notice of meeting, which will set
out information in relation to the meeting.
Unitholders are entitled to speak and vote at
meetings.

Generally speaking, Unitholders will be given one
vote for each unit and are entitled to appoint a
proxy to vote on their behalf in relation to most
business at meetings.

Transfer of Units

In normal circumstances, units are transferable.
However, in certain cases the Manager has the
discretion or the obligation to refuse to register
transfers in which case the transferee will be
notified. In particular, the Manager must refuse to
register transfers of units in LMPT unless the
relevant financier of the units consents to the
transfer and the transferee has given an appropriate
form of power of attorney to the Manager.
Unitholders wishing to transfer their units should
contact the Manager for further details.

Unitholders’ Liability

The Trust Deeds contain provisions designed to
limit the liability of a Unitholder to the value of
the Unitholders’ Units in the Trusts and so that
investors are not, by reason alone of being a
Unitholder, under any personal obligation to
indemnify the Trustee or the Manager or any
creditor of either the Trustee or the Manager in the
event of there being any deficiency in the assets of
the Trusts. However, the law in relation to the
liability of Unitholders is complex and it is not
possible for the Manager to give an absolute
assurance that the liability of Unitholders will be
limited in all circumstances. The Trust Deeds also
contain provisions which require a Unitholder to
indemnify the Manager and Trustee in respect of
taxation and other liabilities referable to that
Unitholder.

Rights of Unitholders

Unitholders Interest in the Trusts

Investors in the Trusts subscribe for or buy Units
in the Trusts which are of equal value and confer a
beneficial interest in each Trust Fund as a whole
(subject to the liabilities of the particular Trust) but
not any interest in any particular asset or part of
the Trusts.

Unitholders will be entitled to share in the income
of the Trusts from the date their respective Units
are created in accordance with the Trust Deeds.

The Manager does not propose to list the Units on
any Stock Exchange at this stage but may prior to
the vesting day of each of the Trusts ask the
Unitholders at a general meeting to determine if
the LMPT is to be listed.

Unitholders may also sell or transfer their Units
(subject to the conditions on transfer of Units
discussed above), but may not require the Manager
to repurchase their Units.

Unitholders of a Trust do not have, except for
rights contained in the relevant Trust Deed or at
law, the right to interfere in the management of the
Trust.

Manager and Trustee may hold Units

Nothing in the Trust Deeds prevents the Manager
or the Trustee or any of their associates from
holding or dealing with Units.

Repurchase of Units

There is no right for Unitholders to request the
Manager or obligation for the Manager to
repurchase all or any of their Units.

Accounts and Audit

The accounts of the Trusts must be prepared in
accordance with generally accepted accounting
principles and must be audited and reported in
accordance with the Corporations Law.

Accounts to Unitholders

The Trustee will send, or cause to be sent, to each
Unitholder within three months of the end of each
Financial Year the Accounts of the Trust (including
a Distribution Statement and Statement of Assets
and Liabilities) together with the Auditor’s report
on those Accounts.

Role of the Auditor

The Auditor of the Trusts is Moore Stephens
Hughes Fincher. The Trustee is required to have
the Auditor audit the accounts each Financial Year.
The Trusts’ half-yearly accounts must be reviewed
by the Auditor but need not be audited. The
Auditor can only be removed by the Trustee. The
Auditor may retire on one month’s notice to the
Trustee.

Register of Unitholders

When units in a Trust are issued to you, the
Manager enters your name and particulars of your
unit holding on the Register of the Trust. The
Register is kept at the Manager’s Melbourne office.
As a Unitholder you are entitled to inspect the
Register without charge. There is also a fee if you
wish to obtain a copy of the Register.

Taxation Liability

The Trustee, on its own account and on account of
the Trusts, and the Manager are entitled to be
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indemnified by each Unitholder (and the
Unitholders’ executors, administrators and
successors) for any amount of tax, bank fees or
charges referable to these persons and any tax
which these persons are expected to be primarily
liable to pay.

Year 2000 - ‘The Millennium Bug’

On certain changes of dates, including from 1999 to
2000, there is a risk of disruption to or failure of
computer networks and systems. This risk is not
particular to the Trustee, the Manager or the Trusts.

Such disruption and failure may directly affect the
operations of the Trustee, the Manager and the
Trusts (for example, to the computer software and
hardware which the Trustee and the Manager use
internally). This could cause loss to the Trusts and
disruption to the Trustee’s and the Manager’s
operations. The Manager is taking steps to
minimise this risk.

Certain disruptions and failure may indirectly affect
the operations of the Trustee, the Manager and the
Trusts (for example, disruptions to or failure of
electricity supplies, stock exchange trading systems,
settlement systems, the management of the
Property in which LMPT invests, and so on) and
cause loss to the Trusts. Many of these risks are
beyond the control of the Trustee and the Manager.

No assurance can be given by the Trustees or the
Manager, that the operations of the Trustee, the
Manager or the Trusts will not be adversely affected
by these risks.

Disclosure of Interests

Trustee’s Interests

The Trustee (as at the date of this Prospectus and
in the two years before this Prospectus was lodged
with the ASIC) has no interest in relation to the
Trusts in the promotion of the Trusts, or in property
proposed to be acquired for the purposes of the
Trusts in connection with their formation or
promotion other than the remuneration to which
the Trustee is entitled under the Trust Deeds in its
capacity as Trustee which is described in the Fees
and Expenses Paid section on page 20. No amount
has been paid or agreed to be paid in the last two
years to the Trustee in cash or otherwise by any
person:

e to0 induce the Trustee to act in that or another
capacity; or

e for other services rendered by the Trustee in
connection with the Trusts,

other than the remuneration that will be paid by

the Manager or will accrue to the Trustee from time

to time under the Trust Deeds.

Manager’s Interests

Except for a nominal number of units (100) in each
trust which the Manager holds, the Manager (as at
the date of this Prospectus and in the 2 years before
the Prospectus was lodged with the ASIC) has no
interest in relation to the Trusts in the promotion
of the Trusts, or the property proposed to be
acquired for the purposes of the Trusts in
connection with their formation or promotion
other than the remuneration to which the Manager
is entitled under the Trust Deeds in its capacity as
Manager, which is described in the Fees and
Expenses Paid section on page 20. No amount has
been paid or agreed to be paid in the last two years
to the Manager in cash or otherwise by any person:

® to procure subscriptions for, or purchases of units;
or

e for services rendered in connection with the
promotion or inception of the Trusts; or

e for other services rendered in accordance with
the Trust Deeds,

other than the remuneration that will accrue to the

Manager from time to time under the Trust Deeds.

Directors’ Interests

Except as disclosed below, no director or proposed
director of the Trustee or the Manager or promoter
has any interest in the promotion, or in property
proposed to be acquired for the purpose of the
Trusts in connection with their formation or
promotion other than in the case of each director of
the Trustee or the Manager the director’s fees and
any other emoluments he or she is entitled to
receive from the Trustee or the Manager. No
amount has been paid or agreed to be paid to any
such director or promoter in cash or otherwise by
any person:

e to induce him or her to become, or to qualify
him or her as, director; or

e for other services rendered by him or her in
connection with the promotion or inception of
the Trust.

N L C Batt, M M Heine, L M Heine, ] A Nissen, P

H Green and ] C Mott, each being directors of the

Manager, hold or have interests in shares in Heine

Management Limited, the holding company of the

Manager, as set out below:

Director Shares
N L C Batt 22,076
M M Heine* 7,974,149
P H Green”N 933,276
L M Heine* 7,288,912
] C Mott 19,110
J A Nissen 6,533

* includes 7,285,752 shares held by Lesmic Nominees
Pty Ltd in which M.M. Heine and L.M. Heine
have a beneficial interest.
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A includes interest in 397,247 shares held by Nibbiano
Pty Ltd and 536,029 shares held by Greevest
Holdings Pty Ltd in which P.H. Green has a
beneficial interest.

Babcock and Brown Pty Ltd, of which PH Green is a

director, and in which he has an interest will be paid

a fee of $452,500 in connection with procuring the

acquisition of Lake Macquarie Fair, Mount Hutton,
NSW.

The Manager is a wholly owned subsidiary of Heine
Management Limited (HML). Another wholly
owned subsidiary of HML, Heine Property
Management Pty. Ltd, or its agent will receive
property management fees as detailed on page 20.
LMU will receive interest payments under the
facility agreement described in the Material
Contracts section of this Prospectus.

N LC Batt and M M Heine are the directors and
shareholders of LMU and LME Refer to pages 4 and

34 for details of the roles of these companies.

Experts’ Interests

Except as disclosed below, no expert has any interest
and no amount has been paid or agreed to be paid,
in the last two years, in cash or otherwise to experts
for services rendered by them in the promotion or
inception of the Trusts except to:-

(1) Arthur Andersen
($27,000 for the valuation report)

(2) Moore Stephens Hughes Fincher Services
Pty Ltd ($12,000 for the Taxation Report)

(3) Jebb Holland Dimasi Pty Ltd ($3000 for the
Market Assessment Report referred to on
page 22).

Litigation
The Manager is not aware of any litigation, material

to the Trusts and the Manager in relation to the
Trusts.

Consents and Disclaimers

None of Moore Stephens Hughes Fincher, Moore
Stephens Hughes Fincher Services Pty. Ltd., Arthur
Andersen, Stephen O’Keefe, Peter Dempsey and
Sandhurst Trustees Limited has authorised or caused
the issue of the Prospectus.

Moore Stephens Hughes Fincher have given and
have not withdrawn their consent to be named in
the Prospectus as Auditor of the Trusts and Manager.
Moore Stephens Hughes Fincher Services Pty. Ltd.
has given and has not withdrawn its consent to the
issue of this Prospectus containing the Taxation
Report prepared by it in the form and context in
which it is included. Except for the Taxation Report,
Moore Stephens Hughes Fincher and Moore
Stephens Hughes Fincher Services Pty. Ltd. have
not authorised or caused the issue of this Prospectus
and have had no involvement in the preparation of
any part of this Prospectus other than that report.
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Sandhurst Trustees Limited has given and not
withdrawn its written consent to be named as
Trustee in this Prospectus. It has not been involved
in the preparation of any part of this Prospectus. It
has not authorised or caused the issue of, and
expressly disclaims and takes no responsibility for,
any part of this Prospectus except for that material
which refers directly to the Trustee or the provisions
of the Trust Deeds.

Arthur Andersen and Messrs Stephen O’Keefe and
Peter Dempsey have given and have not withdrawn
their consent to be named as Valuers in this
Prospectus in the context of the services provided by
them as valuers of the Property and to the issue of
this Prospectus containing the valuation report and
the references in this Prospectus to the valuation of
the Property prepared by them in the form and
context in which they are included.

Jebb Holland Dimasi Pty Ltd has given and has not
withdrawn its consent to the issue of this Prospectus
containing the reference to its Market Assessment
Report on page 22 in the form and context in which
it is included.

Documents Available for Inspection

The documents set out below are available for
inspection during normal business hours at the
registered office of the Manager and at the Trusts’
principal unit registry, at the address set out on the
back cover of this Prospectus.

e Trust Deeds;
e Experts’ Consents;
e ASIC Exemptions;

e Material Contracts.

Signature of Directors

This Prospectus has been duly signed by or on behalf
of the Directors whose names appear below.

The Hon. Neil L C Batt AO

Chairman

Michael M Heine*
Managing Director

Phillip Green*
Director

Leslie M Heine*

Director

Jonathan Mott*
Director

John Nissen*
Director

* By his agent authorised in writing, N LC Batt.
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How To Invest In The Trusts

Lake Macquarie Property Trust investors should complete and sign Application Form A after
carefully reading the information in this Prospectus. If using the loan to be provided by LME,
investors must also sign the Limited Power of Attorney contained in that application form.
This can be used for non superannuation fund investors.

Lake Macquarie Investment Trust investors should complete and sign Application Form B after
carefully reading the information in this Prospectus. This can be used for Superannuation Fund

Investors.

1. Applicant Details

Please complete all name and address details as
requested.

2. Distribution Instructions

5. Power of Attorney (LMPT investors only)

and Declaration

Please provide your full banking details to allow
for the prompt and efficient processing of your
income entitlements.

3. Tax File Numbers

Investors may quote their Tax File Number
(TEN) on the application form. Collection of
tax file numbers is authorised and its use and
disclosure are strictly regulated by tax laws and
the Privacy Act. Quotation is not compulsory
but tax may be taken out of your distribution if
you do not quote your number or an exemption.
For more information about the use of TENs for
investments, please contact the Australian
Taxation Office. Once provided, your TEN will
be applied automatically to any future
investments in the Trust. You have the right to
notify us, at any time, that you do not wish to
quote a TEN for an investment.

4. Investment Details

Minimum Subscription

The minimum amount you may subscribe
pursuant to this Prospectus is $10,000 in LMIT
and $10,000 plus borrowings in LMPT.

LMPT Investors: Insert here the amount you
wish to subscribe from your own funds. Do not
include the amount to be subscribed from
borrowed funds. The minimum amount you may
subscribe is $10,000 from your own funds. For
example if you subscribe $10,000 from your own
funds, approximately $10,513 will be borrowed
on your behalf and the total amount subscribed

(after deducting borrowing costs of
approximately $341) will be $20,172.

Your Cheque

Please ensure you make all cheques payable as
directed on the relevant application form.

Please read this section before you sign the
application form. This provides a limited power
of attorney in favour of the Manager to enable
the funding arrangements as set out in the
Prospectus. The power of attorney does not
apply to LMIT investors.

Signing Applications

The application form must be signed:

1) By the applicant personally.

2) By each applicant, in the case of joint
applications.

3) Applicants who are trustees of a
superannuation, provident or other trust
must apply in the name(s) of the trustee(s).

4) Where the applicant is a company, the
application form must be signed in
accordance with its articles of association or
constitution.

5) If an attorney signs the application, the
relevant power of attorney must be enclosed
for noting and return.

6. Adviser to Complete (if applicable)

The financial adviser should complete this
section if they require a confirmation from the
Manager of the client’s investment.

Forward the completed application form
together with a cheque payable as directed in
the relevant application form and marked
‘Not Negotiable’ to:

Reply Paid 144

Heine Investment Management Limited

P O Box 7639

MELBOURNE VIC 3004
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Application Form A
Lake Macquarie Property Trust

(Can be used by non superannuation fund investors) Adviser Stamp

Investor Reference Number

(Are you an existing investor in any Heine fund?)

1. Applicant Details

Mrt/Mrs/Miss/Ms  Given Names
Surname
Mrt/Mrs/Miss/Ms  Given Names

Surname

OR Company Name
ACN/ARBN (if Company)
Address

Postcode

Internet
Telephone (Private) (Business)

2. Distribution Instructions

Bank Branch Code (BSB No.)
Financial Institution Name

Full Address

Postcode

Account Name Account No

3. Tax File Number (TFN)

TEN 1. TEN 2.
[ ] I/We do not wish to quote a TEN for this investment.

[ ] If you are exempt from quoting your TEN, please state reason.

Collection of tax file numbers is authorised and its use and disclosure are strictly regulated by the tax
laws and Privacy Act. Quotation is not compulsory, but tax may be taken out of your distribution at the
top marginal rate if you do not quote your tax file number or claim an exemption.

For more information about the use of tax file numbers, please phone your nearest Tax Office.

4. Investment Details

$ The amount you should insert here is the amount you wish to subscribe from your
own funds. Do not include the amount subscribed using borrowed funds. The minimum amount you

may subscribe from your own funds is $10,000.

Please make all cheques payable to ‘Sandhurst Trustees Limited — a/c LMPT’

Signatures/Declaration. Please see over page.
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The Applicant(s) hereby irrevocably appoint(s) Heine Investment Management Limited ACN 006 065 032, to be the Applicant’s (Applicants’)
attorney (the ‘Attorney’) to do in the name(s) of the Applicant(s) and on the Applicant’s (Applicants’) behalf everything necessary or expedient to:
1. execute and deliver each or any one or more of the following documents:
(a) Loan Facility Agreement;
(b) Irrevocable Direction with LME, the Trustee and any financier;
(c) Deed of Subordination with LME the Trustee and any financier;
(d) Trustee Deed of Covenant with LMF and any financier.
. execute and deliver any other documents which are referred to in the documents described in 1, or which are ancillary or related to them or
contemplated by them;
. execute and deliver any document or perform any act, matter or thing at the absolute discretion of the Attorney in any way relating to the
Applicant’s (Applicants’) involvement in the transactions contemplated by the documents described in 1.
. give effect to the transactions contemplated by the documents described in 1, including, but not limited to, completing dates, blanks and making
amendments, deletions, alterations or additions;
5. appoint one or more substitute attorneys to exercise one or more of the powers given to the Attorney and to revoke any of those appointments
and in this power of attorney ‘Attorney’ includes a substitute attorney appointed under this clause; and
6. stamp and register this power of attorney.
The Applicant(s) declare(s) that all acts, matters and things done by the Attorney in exercising powers under this power of attorney will be as good
and valid as if they had been done by the Applicant(s) and agree(s) to ratify and confirm whatever the Attorney does in exercising powers under
this power of attorney.
Tfhe Applicant(s) indemnifies(y) the Attorney against liability, loss, costs, charges or expenses arising from the exercise of powers under this power
of attorney.
The Applicant(s) declares(s) that a person (including, but not limited to, a firm, body corporate, unincorporated association of authority) who deals
with the Attorney in good faith may accept a written statement signed by the Attorney to the effect that this power of attorney has not been
revoked as conclusive evidence of that fact.
The Applicant(s) declare(s) that this power of attorney is given for valuable consideration and is irrevocable from the date of this power of attorney.
The Applicant(s) declare(s) that the Applicant(s) and a person (including, but not limited to, a substitute or assign) claiming under the
Applicant(s) are bound by anything the Attorney does in exercising powers under this power of attorney.
Important: I/We have read the Prospectus dated 2 October 1998 for the Lake Macquarie Property Trust and Lake Macquarie Investment
Trust and wish to apply for units in the Trust as outlined above. I/We declare that the electronic prospectus (or a printout of it) accompanying
this application form was received by mefus personally before applying for Units in the Trust.
1/We declare that the details given in this application form are true and correct. This application is made upon and subject to, the terms and
conditions of the Prospectus dated 2 October 1998. I/We agree to be bound by the terms and provisions of the Trust Deed of the Lake Macquarie
Property Trust dated 22 June 1998, as amended (and as may be amended from time to time in the future). I/We authorise the Manager to disclose to
the adviser whose stamp appears above, any information relating to this application or the investment relating thereto and I/we consent to the
payment of brokerage to the adviser up to the maximum amount specified in the ‘Brokerage Paid to Selling Agents’ section on page 20. No units will
be issued on the basis of this Prospectus after 1 October 1999, the expiry date of this Prospectus. The Corporations Law prohibits any person from
passing on to another person this application form unless it it attached to, or accompanied by, the complete and unaltered electronic prospectus.

S W N

Signature Date

Signature Date

The Common Seal of the

: . ' Director
Affix Applicant was hereunto affixed
Company Seal | in accordance with its Articles
here of Association in the presence
of: Director/Secretary

6. Adviser to Complete (if applicable)

Brokerage

Brokerage (upfront and trail) is calculated on the amount subscribed from Unitholders’ own funds, as shown on the front of
this application form.

Only licensed investment advisers, stockbrokers and other persons permitted under the Corporations Law
can be paid brokerage. Investors who lodge applications direct with the Manager are not entitled to receive brokerage or units
in the place of brokerage.

Adviser Name Adviser Code
Company Name
Address
Postcode
Signature Date

Adviser Confirmation Advice

[ If you wish to receive a confirmation of this investment, please tick this box.

Send to:
Reply Paid 144 Heine Investment Management Limited, PO Box 7639, Melbourne, Victoria 3004

4 Lake Macquarie Property Trust Prospectus



Application Form B
Lake Macquarie Investment
Trust

(Can be used by superannuation fund investors) Adviser Stamp

Investor Reference Number

(Are you an existing investor in any Heine fund?)

1. Applicant Details

Mr/Mrs/Miss/Ms  Given Names

Surname

Mr/Mrs/Miss/Ms  Given Names

Surname

OR Company Name

ACN/ARBN (if Company)

Address

Postcode

Internet

Telephone (Private) (Business)

2. Distribution Instructions

Bank Branch Code (BSB No.)

Financial Institution Name

Full Address

Postcode

Account Name Account No.

3. Tax File Number (TFN)

TEN 1. TEN 2.

[ ] I/We do not wish to quote a TEN for this investment.

[_] If you are exempt from quoting your TEN, please state reason.

Collection of tax file numbers is authorised and its use and disclosure are strictly regulated by the tax
laws and Privacy Act. Quotation is not compulsory, but tax may be taken out of your distribution at the
top marginal rate if you do not quote your tax file number or claim an exemption.

For more information about the use of tax file numbers, please phone your nearest Tax Office.

4. Investment Details

$ (Minimum Subscription is $10,000)

Please make all cheques payable to ‘Sandhurst Trustees Limited — a/c LMIT’

Signatures/Declaration. Please see over page.

Heine Investment Management Limited will send a copy of the prospectus lodged with the Commission in paper
form free of charge on request to any investor prior to the expiry date of the prospectus.
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Important: I/We have read the Prospectus dated 2 October 1998 for the Lake Macquarie Property Trust and
the Lake Macquarie Investment Trust and wish to apply for units in the Trust as outlined above. I/We declare
that the electronic prospectus (or a printout of it) accompanying this application form was received by mefus
personally before applying for Units in the Trust.

[/We declare that the details given in this application form are true and correct. This application is made upon
and subject to, the terms and conditions of the Prospectus dated 2 October 1998. I/We agree to be bound by the
terms and provisions of the Trust Deed of the Lake Macquarie Investment Trust dated 22 June 1998, as amended
(and as may be amended from time to time in the future). [/We authorise the Manager to disclose to the adviser
whose stamp appears above, any information relating to this application or the investment relating thereto and
I/we consent to the payment of brokerage to the adviser up to the maximum amount specified in the ‘Brokerage
Paid to Selling Agents’ section on page 20. No units will be issued on the basis of this Prospectus after

1 October 1999, the expiry date of this Prospectus. The Corporations Law prohibits any person from passing on to
another person this application form unless it it attached to, or accompanied by, the complete and unaltered
electronic prospectus.

Signature Date
Signature Date
The Common Seal of the Di
. Applicant was hereunto affixed irector
Affix £APP erey .
in accordance with its Articles
Company Seal | of Association in the presence
here of: Director/Secretary

6. Adviser to Complete (if applicable)

Brokerage
Brokerage (upfront and trail) is calculated on the amount subscribed, as shown on the front of this
application form.

Only licensed investment advisers, stockbrokers and other persons permitted under the Corporations Law
can be paid brokerage. Investors who lodge applications direct with the Manager are not entitled to receive
brokerage or units in the place of brokerage.

Adviser Name Adviser Code
Company Name
Address
Postcode
Signature Date

Adviser Confirmation Advice

C1f you wish to receive a confirmation of this investment, please tick this box.

Send to: Reply Paid 144
Heine Investment Management Limited

PO Box 7639 Melbourne Victoria 3004

44 Heine Lake Macquarie Investment Trust Prospectus




Lake Macquarie Investment Trust Prospectus



Directory

MANAGER

Heine Investment Management Limited

REGISTERED OFFICE AND HEAD OFFICE

9th Floor

11 Queens Road
Melbourne, Victoria 3004
Telephone: (03) 9869 4600
Facsimile: (03) 9867 7463

NEW SOUTH WALES OFFICE

Level 6, 6-10 0'Connell Street
Sydney, New South Wales 2000
Telephone: (02) 9236 5000
Facsimile: (02) 9233 4932

QUEENSLAND OFFICE

Level 15

97 Creek Street

Brisbane, Queensland 4000
Telephone: (07) 3229 5700
Facsimile: (07) 3221 1123

INVESTOR SERVICES

Freecall 1800 035 337
Between 8.30am and 6.00pm weekdays (Melbourne Time)
e-mail: investor.services@heine.com.au

TRUSTEE

Sandhurst Trustees Limited
Mezzanine Level

406 Collins Street,
Melbourne, Victoria 3000

AUDITORS OF THE MANAGER AND THE TRUSTS

Moore Stephens Hughes Fincher
607 Bourke Street
Melbourne, Victoria 3000

Heine

Hein 14878





