PRICEAATERHOUSE(QOPERS

7 August 2008

Dear Debentureholder,

Donovan Oates Hannaford Mortgage Corporation Limited

PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2

201 Sussex Street

GPO BOX 2650

SYDNEY NSW 1171

DX 77 Sydney

Australia

Telephone +61 2 8266 0000
Facsimile +61 2 8266 9999

(Receivers & Managers Appointed) (in Liquidation) ACN 086 879 307
(“DOHMC” (or the “Company”))

Fourth Report to Debentureholders

Purpose and Contents of this Report

The purpose of this report is to provide Debentureholders with an update in relation to:

e Our activities as Receivers and Managers (“Receivers”) since our last report dated 2 June

2008;

e Our strategy for the realisation of assets and distribution of Debentureholder funds;

e Our ongoing investigations; and

e other relevant matters.

The report is set out in the following sections:

Section Description

1 Executive Summary

2 Distributions

3 Property Realisation

4 Investigations

5 Debentureholders

6 Other Matters

7 Next Steps
Appendix 1 Sample Statement of Income
Appendix 2 Centrelink Briefing Paper
Appendix 3 Communications overview as at 31/07/08

Liability limited by a scheme approved under Professional Standards Legislation
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Section 1: Executive Summary
Background and Context
e We, Greg Hall and Phil Carter, were appointed as Receivers and Managers of DOHMC on
27 February 2008. We have provided three previous reports to Debentureholders dated 28
February, 2 April and 2 June 2008.
e This fourth report represents a further update for Debentureholders. It should be read in
conjunction with the previous reports as we have not sought to repeat information
contained in earlier reports.

Distributions

e In March, April, May, June and July 2008 you should have received a total of 6 cash
distributions from us as Receivers.

e The distributions in May, June and July were a repayment of principal.

e Further distributions will continue to be repayments of principal. Debentureholders should
note that such distributions will not continue indefinitely and individuals should continue to
budget accordingly. In the unlikely event that principal is paid in full, which may be the case
if property realisations are much better than anticipated, then any excess funds available to
the Receivers will be returned to all Debentureholders as interest on a pro rata basis.

e Atthis stage it is anticipated that regular monthly distributions of principal will continue until
at least February 2009 and additional distributions will be made subject to future

realisations.

¢ We will continue to treat all Debentureholders equally, without prejudice or preference, in
line with relevant law and the Trust Deed.

Property Realisations
¢ We continue to anticipate a total return to Debentureholders in excess of 70c in the dollar.
e Our property realisation strategy remains to undertake an orderly sale of the properties
over an estimated 3-4 year period.
Investigations
e Investigations into the affairs of the Company and the conduct of the Directors are ongoing.

As such investigations remain incomplete. We are unable to advise any further details at
this stage.

(2)



PRICEAATERHOUSE(QOPERS

Debentureholders

e There continues to be a steady flow of contact from Debentureholders via the DOHMC
helpline, post and email.

e There are a series of issues relating to the ongoing administration that Debentureholders
should be aware of. Further details are available in Section 5.

Other Matters
e A liquidator, Mr Adam Shepard, of Setter Shepard, was appointed to the Company by the
Supreme Court of NSW on 19 June 2008. As highlighted in our last report, we anticipate
that the effects of the liquidation on Debentureholders will be minimal. We will continue to
realise assets for the benefit of Debentureholders pursuant to the Charge (Trustee’s

Security) under which we were appointed.

¢ We will provide our fifth report to Debentureholders on or around 31 October 2008.
Liaison with the Trustee

e Consistent with the provisions of the Trust Deed and our role as Receivers, we continue to
liaise and consult with the Trustee in connection to ongoing aspects of the Receivership.
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Section 2: Distributions
Distributions Summary
The following table summarises the distributions made to Debentureholders to date.

Table 1: Distributions Summary

Date Total Distribution to Worked example Description Character of
Debentureholders ($) ($)* Distribution
12/03/08 1,361,620.93 65.15 | Accrued interest (Feb 2008) Interest
14/04/08 1,449,425.80 69.64 | Accrued interest (Mar 2008) Interest
14/05/08 21,093,511.41 1,000.00 | 10% Principal distribution Principal
14/05/08 1,440,904.00 68.31 | 0.683% Principal distribution Principal
13/06/08 1,441,454.35 68.34 | 0.683% Principal distribution Principal
14/07/08 1,441,398.27 68.33 | 0.683% Principal distribution Principal
Total 28,228,314.76 1,339.77 | 12.05% Principal distribution Principal

* This column provides an example of distributions to a Debentureholder with a $10,000 face value Debenture.
The interest component of distributions was based on interest accruing at 8.2% per annum.

Historic Distributions

Since our appointment as Receivers we have distributed $28.2m to Debentureholders. Of this
amount, $25.4m is classified as a return of principal which represents a return of 12.05% of the
balance owed to Debentureholders as at the date of our appointment.

We recently issued an Annual Statement of Income to all Debentureholders detailing the interest
earned for the period from 1 July 2007 to 30 June 2008. This return did not include any payments
made after 1 May 2008 as these payments represented a return of principal. Along with the
statement we issued a covering letter for Debentureholders to understand the statement. This letter
was prepared for general information only and did not constitute advice. We recommend that you
obtain your own tax and financial advice.

Questions arising from the Annual Statement

Since sending out this Annual Statement we have received several queries from Debentureholders
over specific points. We have attached an example Annual Statement in Appendix 1 to provide
answers to the common questions asked. If you need any further advice about interpreting this

statement please contact your accountant or tax advisor.

Should further advice be deemed necessary Debentureholders are encouraged to contact DOHMC
in Port Macquarie on 1300 654 849.
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Future Payments

We are pleased to confirm that due to asset sales achieved to date we continue to have sufficient
funds to distribute money to Debentureholders in line with the distribution plan proposed in
previous reports. On this basis our distribution plan will continue to include two components:

e Monthly distributions equivalent to the principal paid to each Debentureholder in June and
July 2008. The purpose of these payments is to approximate the pre-appointment monthly
interest payments to provide consistent cash flows to Debentureholders. These will
continue up until at least February 2009; and

e Additional payments, in excess of the monthly amount paid, in the event of surplus funds
arising.

Based on the information we have at the time of writing this report, we anticipate monthly payments
will continue beyond February 2009. We will update you further concerning the extent of any
additional payments and the payments beyond February 2009 in future reports as these will be
impacted by the outcome of property sales strategies currently in progress.

Centrelink

At the time of our third report we had commenced preliminary discussions with Centrelink with a
view to put in place a system to recognise the adverse effect of the Receivership on the value of
DOHMC Debentures. Recognition of this would result in increased pensions and allowances of
eligible DOHMC Debentureholders.

We are pleased to confirm that this has now been achieved and we understand that many
Debentureholders have already seen the benefits on their pensions and allowances. However, we
have also received a series of questions and feedback in relation to this matter from
Debentureholders. The main issues are listed below:

e« Misunderstanding of the impact the Receivership will have on pensions and allowances;
and

e Reports that Centrelink Branches are not recognising the impact of the Receivership on
DOHMC investors.

In response to these questions we have held further discussions with Centrelink who have now
provided a briefing paper to help explain the situation. This paper has also been circulated to their
respective local branches so that we can hopefully rule out any further misunderstanding. We have
included this paper in Appendix 2 of this report and we would recommend that you take this paper
when attending your Centrelink Branch.
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Section 3: Property Realisation

Our property realisation strategy remains to undertake a controlled, orderly sale of the properties
over an estimated 3 — 4 year period.

Table 2: Summary of progress made to date

Work Stream

Component of Property
Realisation Process

Activity / Outcomes

Completed Property

Funds received from
property sales

Since February 2008 $3.8m has been received from direct sales
by DOHMC as Mortgagee in Possession

Offers to purchase

17 offers to purchase property are currently being negotiated

Property consultants

We continue to deal with property experts & consultants to assist
with our orderly sales process strategy.

Sales Campaign

13 Sites (containing 128 units in total) identified and in process to
commence a gradual sell-down of properties.

Core Rental Stock

5 Sites (containing 129 units) identified as rental stock providing
rental cash inflows. These properties are anticipated to be rented
until at least January 2009 with realisation to commence
thereafter.

Rental Revenue

$1m in rent received from 147 residential units since 27 February
2008.

Rental Strategy

Identified a further 10 residential units to let out for tenancies

Orders for possession

Since our appointment as Receivers we have taken possession
pursuant to Court Order of 5 units.

Orders for possession have been obtained but not yet executed
for 8 units

Notice for possession served on 2 units

Construction &

Obtained quotations and/or commenced remediation works on 6

Remediation sites
Prepared and lodged revised submission to Council for
construction on 1 site

Site Visits

Completed site visits of all properties

Further work
required

Construction &
Remediation

One construction site involves the completion of a development
for the erection of 8 townhouses out of a total of 15 on the site.

We are currently in the final stages of obtaining a Development
Approval for this construction site.

5 other sites have been identified where rectification work is
required.

Work on 2 of these sites has now been completed.

Work on the other 3 sites is currently underway and is due to be
completed and available for sale shortly.

Performing Loans

Loan reductions

$5.3m recovered from loans as a result of property settlements
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Property Strategy - Sales

In conjunction with advice from appropriate property experts we have identified 13 sites (11
residential and 2 industrial, containing 128 units in total) to commence a gradual sell down of units
shortly, with the intention of offering a few units at a time so not to create an over-supply in each of
their respective property markets. This is primarily because many of the units are vacant or will
come off rental prior to anticipated sale and do not represent core rental units, minimising the
impact on income from rental yields.

Property Strategy — Rental

Rental units have continued to provide reasonable rental yields with positive cash inflow and are
maintaining a near 100% occupancy rate. Furthermore, we, together with management agents, are
constantly reviewing rental yields to ensure all units are let at market rates. We have further
identified an additional 10 units for which we will seek to find short term tenancies whilst our sell
down of units at these particular sites is underway.

We are currently reviewing proposals of several expert property consultants in addition to our
independent property valuers, DTZ, to assist with future property strategy and realisations with a
view to maximise the return of Debentureholders.

Remedial / Construction Category

As highlighted in previous reports we are in possession of several properties which require further
construction work, ranging from minor rectification works to a significant construction contract. We
have provided a summary of the key developments in the table on the previous page. Our analysis
suggests that undertaking these works will maximise the value of the properties in question.

Estimated Realisation

As noted in our previous reports, our comments regarding realisations have deliberately avoided
detail on specific properties because of the commercial sensitivities which could ultimately
jeopardise Debentureholder return.

We continue to anticipate a return to Debentureholders in excess of 70c in the dollar. Whilst we
have achieved property sales at prices above some estimates, our overall estimate has not
significantly changed at this stage as significant unanticipated remedial work has been identified in
the last few months. Coupled with our conservative outlook of the property market it remains
prudent to maintain this estimate at 70c.
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Section 4: Investigations

We have continued to investigate the affairs of the Company and the conduct of the Directors,
including to ascertain the relevant facts and take appropriate legal advice.

At this stage, we have no reason to believe that the loans made to the Company's shareholders will
not be collected in full.

Our investigations are on going, and we are unable to provide you any further information at this
stage.

Section 5: Debentureholders

We have continued to receive a constant level of contact with Debentureholders. Summarised
below is the approximate volume of contact through each of the communication channels.

Table 3: Communication with Debentureholders since 27 February 2008

Nature of Correspondence Volume

Calls to DOHMC Helpline 2250 calls received to date
Letters to Receivers 120 letters received to date
Emails to DOHC@au.pwc.com 75 emails received to date

There remain a few consistent questions and issues that arise from the above correspondence.
The following represent some of the frequently asked questions and key points of interest that have
not been covered elsewhere in this report.

Reguest for tax advice

There has been an increasing proportion of Debentureholders requesting individual tax advice or
guidance from the Receivers. The Receivers are unable to provide such advice and recommend
that Debentureholders seek out their own professional advice where necessary. Any and all
correspondence we have provided to you to date has been prepared for general purpose
information only and is not a substitute for independent professional advice.
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Requests for early redemption of Debentures

The Receivers are continuing to receive letters and communication from Debentureholders
requesting an early redemption of their debentures on various grounds including age, health and
financial hardship. We understand that the current situation is both worrying and difficult and may
place extra hardship on some Debentureholders, however, the Receivers are not able to
accommodate any request for repayment in priority to other Debentureholders. It is part of the
Receiver’s role to ensure that all Debentureholders are treated equally and as such all distributions
will be done on an equitable basis. As noted above, the Receivers have endeavoured to retain the
payment of monthly amounts of principal that equate to the amounts of monthly interest formerly
received by Debentureholders.

Reguest for an investigation into the conduct of the Directors and Related Parties

We note that Section 6 of our report dated 2 April 2008 and Section 4 of our report dated 2 June
2008 provided some preliminary information and findings from our investigations to date. We
highlighted these initial points to you as we considered they would be of interest to you as
Debentureholders. However, our investigations are ongoing and the issues raised by
Debentureholders will be investigated further as part of our review into the affairs of the Company
and we will report the outcomes in future reports to Debentureholders.

Request for more detailed property information

The Receivers have received requests for more details of the properties which are currently held by
the Company. Please note however, the Receivers are not able to accommodate these requests
for this information as these details are commercially sensitive to the planned strategy, value and
timeframe for realising these assets. Further details of the portfolio of assets will be released when
possible.

Reguest for an investigation by ASIC

The Receivers have received a humber of requests for an investigation by the Australian Securities
and Investments Commission (ASIC) into the affairs of the Company and we advise that it is part of
the Receivers duty to conduct a thorough investigation into the affairs of the Company and report to
ASIC should we find evidence of any offences committed in relation to the Company.
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Section 6: Other Matters
Appointment of a Liquidator

A liquidator, Mr Adam Shepard, of Setter Shepard, was appointed to the Company by the Supreme
Court of NSW on 19 June 2008. The appointment was made by the Court upon application by a
construction company who has a claim against DOHMC. The Trustee’s charge over the assets of
the Company (the “Charge”) enables us as Receivers to realise the Company’s assets on behalf of
Debentureholders prior to any rights of the liquidator. As such we do not anticipate that the
appointment of a liquidator will significantly impact the conduct of the Receivership or the return to
Debentureholders.

In the event that the liquidator was to realise any funds, the Trustee on behalf of Debentureholders
would have a pro rata claim with any other unsecured creditors of DOHMC to such funds to the
extent of any shortfall that arises after realisations recovered by the Receivers pursuant to the
Charge. We only envisage that this would be the case if the liquidator was successful in claims that
only a liquidator could take such as insolvent trading claims or unfair preference claims.

As highlighted in our last report, we anticipate that the effects of the liquidation on
Debentureholders will be minimal. We will continue to realise assets for the benefit of
Debentureholders pursuant to the Charge (Trustee’s Security) under which we were appointed.

Business Premises

As of 18 August 2008, the Port Macquarie office will be moving to rooms located at Suites 9 & 10,
111 William Street, Port Macquarie. These new premises are located above the current offices and
will be leased at a cost of $18,500 a year plus outgoings and GST. This offers the most cost
effective option due to the significantly reduced rental cost as well as the continued ability to share
services for internet and telephone with DOH Lawyers, which will reduce costs and minimise any
disruption to the Receivership.

The phone numbers that are currently held by the Company will be kept in place. You can contact
the Company on (02) 6583 0444 or 1300 654 849. Direct lines will remain the same as in the past.

We continue to employ five staff in the Port Macquarie office. This remains the most cost effective
staff structure for the Receivership limiting the time requirements of the Receivers' staff for day to
day issues.

Debentureholder Group

Since our last report we have met with the Port Macquarie based Debentureholder Group who
liaise with a significant proportion of the Port Macquarie based Debentureholders. Whilst we
understand that this Group does not represent all of the Debentureholders, we have attended
meetings with them on the basis that their views and ideas are representative of a large proportion
of Debentureholders.
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Future Communication

We expect to provide a further report to Debentureholders on or around 31 October 2008.
In the meantime, if you require further information or have questions please use one of the
following:

e Visit the website www.pwcrecovery.com by selecting ‘Donovan Oates Hannaford Mortgage
Corporation’ under ‘Businesses Under Management’ for regular updates and information in
relation to DOHMC.

e Call the DOHMC Port Macquarie Office on 1300 654 849.

e Write to:
The Receivers and Managers
Donovan Oates Hannaford Mortgage Corporation Limited (Receivers and Managers
appointed) (in Liquidation)
PricewaterhouseCoopers
GPO Box 2650
Sydney NSW 1171

Section 7 — Next Steps
e We will provide our fifth progress report on or around 31 October 2008; and

e You will continue to receive further monthly payments of principal on or around the 14™ of
every month until at least February 2009. Payments beyond this time will be advised in
future reports.

Yours sincerely

e Roesees

Greg Hall Phil Carter
Receiver & Manager Receiver & Manager
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Appendix 1: Example Statement of Income

- DONOVAN OATES HANNAFORD
: MORTGAGE CORPORATION LIMITED

%; Australian Financial Services Licence 227866  ABN 18 086 879 307 {*Receivers & Managers Appointed) {In Liquidalion)

Your address here

This statement is an example only and does not represent your actual payments

Statement of Income - Financial Year Ended 30 June 2008

Old No. Monthly." ~ |22/03/2008 ' 8.00 $10,000.00 $0.00 $583.03
New No. |Half Yearly 31/12/2015 8.20 $0.00 $8,863.35 $20.22

“ ‘ 1T

You will note that the balance on your account has been
reduced from the opening balance as of 1 July 2007 to 30
June 2008. The reason for this reduction is due to the capital
repayments which have been made to 30 June 2008

You will note that you have a new
debenture number, and “Payment | 1 1 ]
type” has now changed to Half
Yearly payments. This is so that
the DOHMC computer system will
continue to calculate interest and
compound it on a 6 monthly basis.
This will only be paid in the event
principal is paid in full.

You will note that the maturity date is now 31 December 2015. It was
necessary for us to select a date in the future to be the new “maturity
date” for all deposit accounts to allow our accounting system to
accurately make and track future reductions of capital.

This is an arbitrary date as we are mindful that it will take some period
of time to realise the assets of the Company. However, we do not
expect that the Receivership process will take this amount of time.

] ! [ i | | | |
This amount is the interest earned for period from 1 July 2007 to 31 March 2008. This is because the monies
paid by DOHMC prior to 30 April 2008 included interest and need to be treated accordingly. The payment you
received on 14 April 2008 was interest that accrued for the month of March 2008 and represents the last
payment to Debentureholders of interest.

Any payments made subsequent to 30 April 2008 represent a repayment of principal. The reasoning behind the
change from interest to principal has been covered in detail in previous letters to Debentureholders, specifically
our third report of 2 June 2008.

Less Withholding Tax Paid

[ swoww |

This table has been prepared for general information only and does not constitute advice. It should not be used as a substitute for
consultation with your accountant or tax adviser. Each Debentureholder’s particular circumstances will differ and Debentureholders
may require individual advice. Debentureholders should seek professional taxation advice.




Appendix 2

Donovan Oates Hannaford Mortgage Corporation (DOHMC) Limited | nvestments —
Assistance from Centrelink

General rules- investorswho receive pensionsor allowances:

e Pensions and allowances paid under the Social Security legislation have an income test and
an asset test.

e Tocaculate arate of payment, Centrelink adds up all your assets, including shares, redl
estate assets (but not your home), managed investments and bank accounts etc to calculate
your total assets.

e Similarly, it adds up al your income, including the deemed income on your financia
investments.

e Centrelink calculates arate of payment under the income test and then the assets test and
compares the two. You are paid the lesser of the two.

e |f you have adebenture Centrelink assesses that investment as afinancial asset.

e You would be deemed to receive a set rate of income from your financial investments
(currently four per cent and six per cent, depending on the size of the investments), rather
than having to provide information on the individual interest payments you receive.

Assets

e The Social Security Act values your debenture as the amount of the investment that
has not yet been returned to you.

e Theinvestment must cease to exist for social security purposes before Centrelink
can either remove or reduce its value.

Income
e Centrelink applies the Deeming Provisions while ever the debentures are
considered to be financial investments.

DOHMC Ltd Debentures

PricewaterhouseCoopers (PwC), in their report of 2™ June 2008, have supplied information to
enable a reassessment of the status of these investments.

Asset Assessment

e  Effective from 2™ June 2008 (the date of PwC report), these investments can be assessed
at the value of 70 centsin the dollar.

e Any repayments of capital paid by PwC to investors can be deducted from the outstanding
balance of this debenture.

e |f you have not aready received arevauation or reduction of your DOHM C debenture,
please contact Centrelink on 132300.



I ncome Assessment

e Effective from 2™ June 2008, these investments have ceased to operate as financial
investments for socia security purposes and are now considered to be a debt.

e Because the debt is not considered to be afinancial investment, from 2" June 2008
Centrelink will not deem any income from this investment.

e The deeming provisions will continue to be applied to these financial investments up to 2™
June 2008.

e For an exemption from the deeming provisions prior to 2™ June 2008, an application may
be lodged at your local Centrelink office, through the Financial Information Services
Officer.

Centrelink Assistance

If you are currently a Centrelink Customer

o Y ou can contact Centrelink on 132300 for enquiries or investment revaluations, or you
can visit a Centrelink office.

If you are not already a Centrelink Customer

o If you are not already receiving a Centrelink payment and you now wish to claim, you
should call Centrelink on 132300 (pensions) or 132850 (allowances).

. Make sure to mention that you were a DOHMC investor.

o When you call, Centrelink will advise you what documents you need to bring to your
appointment. Y ou should mention that you are claiming because you have aDOHMC
investment.

If you receive a payment from the Department of Veterans' Affairs

. If you receive a pension or allowance from the Department of Veterans' Affairs, you can
contact them on 133254.

Other Assistance

Whether or not you are, or want to become a Centrelink customer, Centrelink’s Financia
Information Service (FIS) may be able to help you. The information you get from a Centrelink
Financia Information Service Officer can:

. increase your confidence in dealing with your financial issues

. assist you to understand your own financia affairs

. inform you of your options

. alert you to the levels of risk for each financial product type

. explain the roles of financial industry professionals

o assist you to be discerning when choosing experts and how to use expert information

The FIS service provides assistance by telephone, by personal interview and through seminars. To
get in touch with the FIS service, call 132300.

A range of information is available on our website at www.centrelink.gov.au.
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Appendix 3: Communications Overview as at 31/07/08

Key issues currently emerging from Debentureholder communications:

The Final Distribution

Debentureholders have required reassurance that the
gross return is still expected to be in excess of 70c in
the dollar. This remains the Receivers’ estimate.

The Capital Interest Split

Debentureholders have requested information on why
the change from interest repayments to capital
repayments in May 2008 was necessary.

The Statement of Income

Some Debentureholders have required explanation of
issues associated with the Statement of Income issued
in July 2008.

Request for Tax Advice

The Receivers continue to receive requests for
individual tax advice despite stating that given their role
they are unable to provide such a service.

General Administration

Many Debentureholders are contacting the Receivers
with changes of address and bank details rather than
contacting DOHMC in Port Macquarie.

The Appointment of the Liquidator

The Receivers have received queries relating to the
appointment of the liquidator.

Timing of the next major distribution

The Receivers continue to receive requests for a
specific date for the next lump sum distribution.

Duration of the Monthly Distributions

Debentureholders continue to request reassurance on
the continuation of the monthly capital distributions.

Exceptional circumstances

The Receivers receive occasional requests for
preferential treatment on the grounds of exceptional
circumstance (usually on the basis of sickness, financial
standing or age).

Centrelink / Veterans Affairs

Debentureholders have informed the Receivers that
certain Centrelink and Veterans Affairs offices are yet to
acknowledge their circumstances.

Investigations of DOHMC

The Receivers have received some correspondence
demanding a public investigation into the activities of
DOHMC prior to 27 February 2008.
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