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SYDNEY DEVELOPMENT FUND
ARSN 159 243 820

RESPONSIBLE ENTITY’S REPORT

The directors of Shakespeare Haney Securities Limited (‘the Responsible Entity”), the responsible entity of
Sydney Development Fund (‘the Scheme’), present their report together with the financial report of the Scheme,
for the year ended 30 June 2025 and the auditor’s report thereon.

Responsible entity

The registered office and principal place of business of the Responsible Entity and the Scheme is Level 11, 50
Cavill Avenue, Surfers Paradise, Queensland.

The directors of Shakespeare Haney Securities Limited during or since the end of the period are:

Name Age | Experience, responsibilities and other directorships

Thomas John Haney 68 | John Haney has over 30 years experience in operating and managing
the provision of mortgage finance.

Mr Haney is also a solicitor of the Supreme Court of Queensland and
New South Wales. His main responsibilities are specialist knowledge
in the administration and management of the fund.

David John Williams 64 | David Williams has over 25 years of experience in mortgage and
securities work.

David Williams has a Bachelor of Laws from Queensland University
of Technology and is a solicitor of the Supreme Court of Queensland
and High Court of Australia. David has also completed a Certificate
of Financial Planning Principles and Practice and Diploma of
Mortgage Lending with the Securities Institute of Australia.

Nicholas John Haney 41 | Nick Haney has over 10 years experience in the property industry. He
has established many relationships with key property industry players
in both funds management and real estate.

Mr Haney has completed a Masters degree in Urban Development
and Sustainability with Bond University and a Diploma of Mortgage
Lending with the Financial Services Institute of Australasia.

Principal activities
The Scheme is a registered managed investment scheme domiciled in Australia.

The Scheme is a contributory mortgage investment scheme that invests in first mortgages (including joint first
mortgages) over freehold property (including development and construction loans) with a focus on the Sydney
metropolitan area. It is designed to allow investors to select individual investments from a range of approved
mortgage products at agreed terms and at agreed rates of interest.

As the Scheme is a contributory mortgage scheme, any liability to investors by the Scheme is limited to the extent
of their interest in specific mortgage loans and receivables.

The Scheme did not have any employees during the year.
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SYDNEY DEVELOPMENT FUND
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RESPONSIBLE ENTITY’S REPORT

Review and results of operations

The Scheme’s net income from operations before distributions paid to investors for the current year was $1,912,071
(2024: $1,754,335).

Distributions

The rate of distribution paid to each investor is set at the time of entering into the investment. The distribution rate

is currently 7.00% — 8.00% pa (2024: 7.00% - 8.00%). Distributions expense to investors in respect of the financial
year were $1,912,071 (2024: $1,754,335).

Investors Funds

The beneficial interest of investors under the Scheme’s Constitution are divided into units. Each unit has a
beneficial interest in a sub-scheme represented by a loan investment.

The Scheme received $6,295,000 (2024: $4,415,000) of investor funds during the financial year, while $6,197,753
(2024: $4,885,145) was redeemed, resulting in a balance of investors’ funds of $24,793,237 (2024: $24,695,990) as
at 30 June 2025. The Scheme had total assets of $24,946,558 as at 30 June 2025 (2024: $24,861,476). The basis
for the carrying value of the Scheme's assets is disclosed in Note 3 to the financial statements.

Economic Factors

The Reserve Bank of Australia (RBA) has begun to reduce interest rates across Australia following the downward
trend of inflation, providing a level of relief to the perceived cost of living pressures. Despite the reduction to interest
rates, there has been continued demand for credit across Australia as buyers and property owners continue to transact.

The loan book within our Scheme continues to have moderate loan-to-value (‘LVR’) exposure with a diverse level
of security types available to investors.Significant changes in the state of affairs

In the opinion of the Responsible Entity, other than the economic factors outlined above, there were no significant
changes in the state of affairs of the Scheme, that occurred during the financial year.

Likely developments

The Scheme will pursue its policy of increasing returns through active investment selection. Further information
about likely developments in the operations of the Scheme and the expected results of those operations in future
financial years has not been included in this report because disclosure of the information would be likely to result
in unreasonable prejudice to the Scheme.

Environmental Regulation

The Scheme’s operations are not subject to any significant regulation under Commonwealth, State or Territory
legislation.

Events subsequent to balance date

There has not arisen in the interval between the end of the period and the date of this repoit any item, transaction or
event of a material and unusual nature likely, in the opinion of the Responsible Entity, to affect significantly the
operations of the Scheme, the results of those operations, or the state of affairs of the Scheme, in future financial

years.
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RESPONSIBLE ENTITY’S REPORT

Interests of the Responsible Entity

The following fees were paid to associates of Shakespeare Haney Securities Limited out of scheme property during
the financial year:

2025 2024
$ $
Management fees for the period, paid and payable to SH Mortgage
Services Pty Ltd under the. terms Qf the Service Agreement between that 674,695 562,693
company and the Responsible Entity.

The Responsible Entity had nil (2024:nil) funds invested in the Scheme at year-end. Associates of the Responsible
Entity or its directors had 1,252,650 units in the Scheme at year-end (2024: 2,496,903 units held), on normal terms
and conditions.

Indemnities and insurance premiums for Officers or Auditors
Indemnification

Under the Scheme constitution the Responsible Entity, including its officers and employees, is indemnified out of
the Scheme’s assets for any loss, damage, expense or other liability incurred by it in properly performing or
exercising any of its powers, duties or rights in relation to the Scheme.

The Scheme has not indemnified any auditor of the Scheme.
Insurance premiums

No insurance premiums are paid out of the Scheme’s assets in relation to insurance cover for the Responsible
Entity, its officers and employees, the Compliance Committee or the auditors of the Scheme.

Lead auditor’s independence declaration under Section 307C of the Corporations Act 2001

The lead auditor’s independence declaration is set out on page 4 and forms part of the Responsible Entity’s report
for the year ended 30 June 2025.

Signed in accordance with a resolution of the directors of Shakespeare Haney Securities Limited.

ol}’n ar}e{r 1%
Dirggtor
44 September 2025
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| ead Auditors Independence Declaration under
Section 3076 of the Corparations Act 2001

To the Directors of Shakespeare Haney Securities Limited, the responsible
entity for Sydney Development Fund

| declare that, to the best of my knowledge and belief, in relation to the audit of Sydney Development
Fund for the financial year ended 30 June 2025 there have been:

i. no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

il no contraventions of any applicable code of professionat conduct in relation to the audit.

AR (_' @

KPMG Adam Twemlow
Partner
Surfers Paradise
29 September 2025

KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG
International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used
under license by the independent member firms of the KPMG global organisation. Liability limited by a scheme approved under
Professional Standards Legislation.
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STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2025
Note 2025 2024
$ $

Assets
Cash and cash equivalents 7(a) 36,005 3,368,583
Loans and receivables:

Interest receivable 117,316 110,345

Mortgage loans 8 24,793,237 21,382,548
Other assets -
Total assets 24,946,558 24,861,476
Liabilities
Members distribution payable 9 87,056 81,848
Interest received in advance 26,172 28,586
Other payables 40,093 55,052
Total liabilities (excluding net assets attributable to
investors) 153,321 165,486
Net assets attributable to investors — liability 4 24,793,237 24,695,990

The accompanying notes are an integral part of these financial statements.
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SYDNEY DEVELOPMENT FUND
ARSN 159 243 820

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2025

Note 2025 2024
$ $

Revenue
Interest income — mortgage loans 5 2,586,766 2,306,386
Interest income — bank 5 - 10,642
Net investment income 2,586,766 2,317,028
Expenses
Management fees 674,695 562,693
Total expenses 674,695 562,693
Profit from operating activities before finance
costs 1,912,071 1,754,335
Finance costs
Distribution expense to investors 9 (1,912,071)  (1,754,335)

Change in net assets attributable to investors/
Total comprehensive income -

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2025

The Scheme’s net assets attributable to investors are classified as a liability under AASB 132 Financial
Instruments. Presentation. As the Scheme has no equity, no items of changes in equity have been presented for
the current or comparative year. Refer to Note 4 for Liability movement.

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2025

Note 2025 2024
$ $

Cash flows from operating activities
Interest received 2,503,381 2,308,714
Distributions paid : (1,906,863) (1,744,811)
Management fees and expenses paid, including GST 11 (689,654) (506,201)
Net cash flows used in operating activities 7(b) (93,136) 57,702
Cash flow from investing activities
Mortgage loans made (20,139,434) (13,005,718

)
Mortgage loans repaid 16,802,745 16,648,863
Net cash flows used in investing activities (3,336,689) 3,643,145
Cash flow from financing activities
Proceeds from receipt of investor applications 6,295,000 4,415,000
Redemption of investor funds (6,197,753)  (4,885,145)
Net cash flows from financing activities 97,247 (470,145)
Net (decrease)/increase in cash and cash equivalents (3,332,578) 3,230,702
Cash and cash equivalents at 1 July 3,368,583 137,881
Cash and cash equivalents at 30 June 7(a) 36,005 3,368,583

The accompanying notes are an integral part of these financial statements.
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SYDNEY DEVELOPMENT FUND
ARSN 159 243 820

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

REPORTING ENTITY

Sydney Development Fund (the Scheme) is a registered managed investment scheme under the
Corporations Act 2001. The Scheme is a for profit entity domiciled in Australia. The financial report of
the Scheme is for the year ended 30 June 2025. Shakespeare Haney Securities Limited was the
responsible entity for the year ended 30 June 2025.

BASIS OF PREPARATION

Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with
Australian Accounting Standards (“AASBs”) (including Australian Interpretations) adopted by the
Australian Accounting Standards Board (“AASB”) and the Corporations Act 2001. The financial report
of the Scheme complies with International Financial Reporting Standards and interpretations adopted by
the International Accounting Standards Board.

The financial statements were approved by the Board of Directors of the Responsible Entity on
September 2025.

Basis of measurement

The financial report is prepared on the historical cost basis. Financial Instruments which include loans
and receivables are classified as measure at amortised cost.

Functional and presentation currency
These financial statements are presented in Australian dollars, which is the Scheme’s functional currency.
Use of estimates and judgements

The preparation of financial statements require management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods affected.
In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amount recognised in the
financial statements are described in the following notes:

e Note 10 — Financial risk management — Impairment of mortgage loans
Changes in accounting policies

The Fund adopted all new standards and amendments to standards that were effective for annual period
beginning after 1 July 2024. The Fund does not consider any of these standards to have a material impact
on the amounts recorded or disclosed in the financial statements.
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SYDNEY DEVELOPMENT FUND
ARSN 159 243 820

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

MATERIAL ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

The Scheme has not early adopted any accounting standard.

Financial Instruments

Non-derivative financial assets
Recognition and initial measurement

The Scheme initially recognises trade receivables on the date that they are originated. All other financial
assets are recognised initially on the trade date at which the Scheme becomes a party to the contractual
provisions of the instrument.

The Scheme derecognises a financial asset when the contractual rights to the cash flows from the asset
expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a transaction
in which substantially all the risks and rewards of ownership of the financial asset are transferred. Any
interest in such transferred financial assets that is created or retained by the Scheme is recognised as a
separate asset or liability.

Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Scheme has a legal right to offset the amounts and intends either to settle them
on a net basis or to realise the asset and settle the liability simultaneously.

On initial recognition, a financial asset is classified as measured at:

- Amortised cost; or
- Fair value through profit or loss.

Classification and subsequent measurement

Financial assets are not reclassified subsequent to their initial recognition unless the Scheme changes its
business model for managing financial assets, in which case all affected financial assets are reclassified on
the first day of the first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both the following conditions and is not

designated as fair value through profit or loss:
- Tt is held within a business model whose objective is to hold assets to collect contractual cash flows;

and
- Tts contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.
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SYDNEY DEVELOPMENT FUND
ARSN 159 243 820

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

MATERIAL ACCOUNTING POLICIES (CONT)
Financial Instruments (cont)

All financial assets not classified as measured at amortised cost or fair value through other comprehensive
income as described above are measured at fair value through profit or loss. This includes all derivative
financial assets. On initial recognition, the Scheme may irrevocably designate a financial asset that
otherwise meets the requirements to be measured at amortised cost or at fair value through other
comprehensive income as at fair value through profit or loss if doing so eliminates or significantly reduces
an accounting mismatch that would otherwise arise.

Impairment of financial assets

The Scheme recognises expected credit losses (‘ECLs’) on:

- Financial assets measured at amortised cost;

- The Scheme measures loss allowances at an amount equal to lifetime ECLs, except for the following,
which are measured at 12-month ECLs:

- Other debt securities and bank balances for which credit risk (i.e the risk of default occurring over the
expected life of the financial instrument) has not increased significantly since initial recognition.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to
lifetime ECLs. ECLs are a probability weighted estimate of credit losses. Credit losses are measured as the
present value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows the Scheme expects to receive).

At each reporting date, the Scheme assesses whether financial assets carried at amortised cost and debt
securities at fair value through other comprehensive income are credit-impaired.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets. For debt securities at fair value through other comprehensive income, the loss
allowance is charged to profit or loss and is recognised in other comprehensive income.

The gross carrying amount of a financial asset is written off when the Scheme has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof.

Non-derivative financial liabilities

Financial liabilities are measured at amortised cost.

The Scheme initially recognises debt securities issued and subordinated liabilities on the date that they are
originated. All other financial liabilities are recognised on the trade date, which is the date that the
Scheme becomes a party to the contractual provisions of the instrument.

The Scheme derecognises a financial liability when its contractual obligations are discharged, cancelled
Or expire.

Other financial liabilities comprise loans and borrowings and trade and other payables.
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SYDNEY DEVELOPMENT FUND
ARSN 159 243 820

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

MATERIAL ACCOUNTING POLICIES (CONT)

Interest income

Interest income and expense is recognised in the statement of comprehensive income as it accrues, using
the original effective interest rate of the instrument calculated at the acquisition or origination date.
Interest income includes the amortisation of any discount or premium, transaction costs or other
differences between the initial carrying amount of an interest-bearing instrument and its amount at
maturity calculated on an effective interest rate basis.

Interest income is recognised on a gross basis, including withholding tax, if any.

Expenses

All expenses, including management fees, are recognised in the statement of comprehensive income on
an accrual basis.

Distributions and taxation

Under current legislation, the Scheme is not subject to income tax as the taxable income (including
assessable realised capital gains) is distributed in full to the investors. The scheme fully distributes its
distributable income, calculated in accordance with the scheme constitution and applicable taxation
legislation, to the unit-holders who are presently entitled to the income under the constitution.

Financial instruments held at fair value may include unrealised capital gains. Should such a gain be
realised that portion of the gain that is subject to capital gains tax will be distributed so that the Scheme is
not subject to capital gains tax.

Realised capital losses are not distributed to unitholders but are retained in the Scheme to be offset against
any future realised capital gains. If realised capital gains exceeds realised capital losses the excess is
distributed to the unit-holders.

Redeemable units

All redeemable units issued by the Scheme provide the investors with the right to require redemption for
cash and give rise to a financial liability. In accordance with the Constitution and the Product Disclosure
Statement the Scheme is contractually obliged to redeem units at the redemption price.

Finance costs

Distributions paid and payable on investor funds are recognised in the statement of comprehensive
income as finance costs and as a liability where not paid. Distributions paid are included in cash flows
from operating activities in the statement of cash flows.

Goods and services tax

Management fees, custody fees and other expenses are recognised net of the amount of goods and
services tax (GST) recoverable from the Australian Taxation Office (ATO) as reduced input tax credit

(RITC).

Payables are stated with the amount of GST included.

The net amount of GST recoverable from the ATO is included in receivables in the statement of financial
position.

Cash flows are included in the statement of cash flow on a gross basis.



-13-
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

3.  MATERIAL ACCOUNTING POLICIES (CONT)
(h) Change in net assets attributable to unitholders

Non-distributable income, which may comprise unrealised changes in the fair value of investments, net
capital losses, tax deferred income, accrued income not yet assessable and non-deductible expenses are
reflected in the profit and loss as change in net assets attributable to unitholders.

These items are included in the determination of distributable income in the period for which they are
assessable for taxation purposes.

(i)  Unit price
The unit price is based on unit price accounting outlined in the Scheme’s Constitution and product
disclosure statement. All redeemable units issued by the Fund provide the investors with the right to
require redemption for cash and give rise to a financial liability. In accordance with the Product
Disclosure Statement the Fund is contractually obliged to redeem units at redemption price, subject to
realisation of the specific underlying security of the mortgaged loans for which units are invested in, as
outlined in the Supplementary Product Disclosure Statement.

(i) New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are effective for annual periods
beginning after 1 July 2025, and have not been applied in preparing these financial statements. The
Scheme does not plan to adopt these standards early, and those which may be relevant to the Scheme are
not expected to have a significant impact on the Scheme’s financial statements.

4. NET ASSETS ATTRIBUTABLE TO INVESTORS - LIABILITY

The Scheme manages its net assets attributable to unitholders as capital, notwithstanding net assets
attributable to unitholders are classified as a liability. The Scheme is classified as liability, as it does not
meet the criteria in AASB 132 Financial Instruments Presentation and all redeemable units issued provide
the unitholder's with the right to require redemption for cash.

The objective of the Scheme is to provide unitholder’s with returns in accordance with the Constitution
and the Product Disclosure Statement (“PDS”). The Scheme aims to deliver this objective mainly
through investing in mortgage loans in accordance with the limitations set by the PDS. The Scheme is not
subject to any externally imposed capital requirements.

As the Scheme is a contributory mortgage scheme, the liability to investors by the Scheme is limited to

the extent of their interest in specific mortgage loans and receivables, which have been included as assets
of the Scheme.

2025 2024
$ S
Opening balance 24,695,990 25,166,135
Applications 6,295,000 4,415,000
Reinvestments - -
Redemptions (6,197,753) (4,885,145)
Closing balance 24,793,237 24,695,990
Units on issue 24,793,237 24,695,990

The beneficial interest of investors under the Scheme’s Constitution are divided into units. The units
issued are matched to the specific loan investment and receivables to which they relate.

All units in the Fund are of the same class and carry equal voting rights. The rate of distribution paid to
each investor is set at the time of entering into the loan investment. The distribution rate during the year
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

ended 30 June 2025 was 7.00% - 8.00% pa. (2024:7.00% - 8.00%). Liquidity risk is disclose disclosed in
Note 10.

S. INTEREST INCOME

The following table details the interest income earned by the Scheme during the year:

2025 2024
$ $
Interest income — mortgage investments 2,586,766 2,306,386
Interest income — bank 10,642

2,586,766 2,317,028

6. AUDITOR’S REMUNERATION
Audit fees paid by a related entity of the Responsible Entity

on behalf of the Scheme
Audit Services:
Audit and review of the financial report 25,000 33,000
Other regulatory audit services 10,000 17,000
35,000 50,000
Other services
Other fees paid by a related entity of the Responsible Entity on
behalf of the Scheme:
Taxation services 2,869 2,920
2,869 2,920

7(a). CASH AND CASH EQUIVALENTS
Current balances with banks 36,005 3,368,583
7(b). RECONCILIATION OF CASH FLOWS FROM OPERATING ACTIVITIES

Profit from operating activities after distributions - -
Adjustments for non-cash items:

Interest capitalised — mortgage investments (74,000) (15,000)
Changes in operating assets and liabilities
Interest, distributions and other receivables (1,763) (635)
Other payables (14,959) 56,492
Interest received in advance (2,414) 16,845

Cash flows provided by/(used in) operating activities (93,136) 57,702
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SYDNEY DEVELOPMENT FUND
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

MORTGAGE LOANS
2025 2024
$ $
Mortgage Loans — with contractual terms
Past due - 1,415,558
Maturing < 1 year 24,793,237 19,966,990

Maturing 1-2 years - -
Maturing > 2 years

24,793,237 21,382,548

For information about the Scheme’s exposure to liquidity risk and credit risk, see Note 10.
DISTRIBUTIONS PAID AND PAYABLE

Distribution paid 1,825,015 1,672,487
Distribution payable 87,056 81,848

1,912,071 1,754,335

As investors are presently entitled to the distributable income of the Scheme, no income tax is payable by
the Scheme.

FINANCIAL RISK MANAGEMENT

The Scheme’s assets principally consist of financial instruments which comprise mortgage loans. It holds
these investment assets at the discretion of the Scheme’s Investment Manager in accordance with its
published investment strategy. The Scheme’s investment strategy per the Product Disclosure Statement
(“PDS”) is to invest in first mortgages (including joint first mortgages) predominately over commercial,
industrial and residential properties which require construction or development funding.

The allocation of assets as between the various types of financial instruments described above is
determined by the Scheme’s Investment Manager who manages the Scheme’s portfolio of assets to
achieve the Scheme’s investment objectives.

The Scheme’s investing activities expose it to the following risks from its use of financial instruments:

o Market risk

o Credit risk

e Liquidity risk

e Operational risk
Overview

The nature and extent of the financial instruments employed by the Scheme are discussed below. This
note presents information about the Scheme’s exposure to each of the above risks, the Scheme’s
objectives, policies and processes for measuring and managing risks.

The Board of Directors of the Responsible Entity has overall responsibility for the establishment and
oversight of the Scheme’s risk management framework.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

FINANCIAL RISK MANAGEMENT (CONT)

Overview (cont)

The Board has established a Management Committee, which is responsible for developing and
monitoring the Scheme’s risk management policies, including those related to its investment activities.
The Responsible Entity’s risk management policies are established to identify and analyse the risks faced
by the Scheme, including those risks managed by the Scheme’s Investment Manager, to set appropriate
risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Scheme’s activities. The
Scheme, through training, management standards and procedures, aim to develop a disciplined and
constructive control environment in which all staff understand their roles and obligations.

The Management Committee monitors compliance with the Scheme’s risk management strategies and
procedures and reviews the adequacy of the risk management framework in relation to the risks faced by

the Scheme.

As the Scheme is a contributory mortgage scheme, the risk of losses from loans are attributable directly to
the investors in that loan.

Market risk

Market risk is the risk that changes in market prices, such as interest rates and property values will affect
the Scheme’s income. Market risk embodies the potential for both loss and gains. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters,
while optimising the return on risk.

The Scheme’s strategy on the management of the investment risk is driven by the Scheme’s investment
objective. The Scheme’s investment strategy per the PDS is to invest in first mortgages predominately
over commercial, industrial and residential properties which require construction or development funding.

Market risk is managed by the Management Committee who meet regularly to monitor and review
interest rates.

Currency risk

The Scheme is not exposed to any currency risk as all transactions are performed in the Scheme’s
functional currency, being Australian dollars.

Interest rate risk

The majority of the Scheme’s financial assets are interest-bearing. Interest-bearing financial assets and
financial liabilities have variable interest rates and/or mature in the short-term. As a result, the Scheme is
subject to limited exposure to fair value interest rate risk due to fluctuations in the prevailing levels of
market interest rates. Any excess cash is invested in an interest-bearing deposit account with an
Australian regulated banking institution.

The Scheme’s interest rate risk is managed on a regular basis by members of the Management Committee
in accordance with policies and procedures in place. The Scheme’s overall interest rate risks are
monitored on a monthly basis by the Board of Directors.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

FINANCIAL RISK MANAGEMENT (CONT)

Market risk (cont)

Interest rate profile

At reporting date the interest rate profile of the Scheme’s interest-bearing financial instruments was:

Carrying amount

2025 2024
Variable rate instruments S $
Financial assets 24,829,242 24,751,131
Financial liabilities (24,793,237) (24,695,990)
36,005 55,141

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates throughout the reporting period would have increased/
(decreased) profit or loss (before management fee) by an insignificant amount. Management have
determined that a fluctuation of 100 basis points is reasonably possible considering the economic
environment in which the Scheme operates.

Fair value sensitivity analysis for fixed rate instruments

As the Scheme does not hold any fixed rate instruments, a change in interest rate at the reporting date
would not affect profit or loss.

Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Scheme. The Scheme’s Investment Manager has a credit
policy in place and the exposure to credit risk is monitored on an ongoing basis.

Exposure to credit risk

The carrying amount of the Scheme’s financial assets represents the maximum credit exposure. The
Scheme’s maximum exposure to credit risk at the reporting date was:

Carrying amount

Note 2025 2024
$ $
Cash and cash equivalents 7(a) 36,005 3,368,583
Mortgage loans 8 24,793,237 21,382,548
Interest receivable 117,316 110,345

24,946,558 24,861,476

The Scheme’s maximum exposure to credit risk for mortgage investments at the reporting date by
geographic region was:

New South Wales — Sydney 7,361,803 12,149,780
New South Wales — Regional 1,802,000 -
South East Queensland 15,629,434 9,232,768

24,793,237 21,382,548
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2025

FINANCIAL RISK MANAGEMENT (CONT)
Credit risk (cont)

The Scheme’s maximum exposure to credit risk for mortgage investments at the reporting date by
mortgage investment type was:

Carrying amount

2025 2024
$ $
Residential development 10,313,875 14,059,990
Residential 7,787,000 5,002,558
Vacant land - 500,000
Commercial 6,192,362 1,820,000
Commercial development 500,000

24,793,237 21,382,548

The Scheme’s most significant borrower, accounts for $6,192,362 (25.0%) (2024: $6,905,419, 32.3%) of
the mortgage investments carrying amount at 30 June 2025.

Impairment of mortgage investments

The ageing of the Scheme’s mortgage investments at reporting date was:

Gross Impairment Gross Impairment
2025 2025 2024 2024
$ $ $ $
Not past due 24,793,237 . 19,966,990 -
Past due 0-30 days - - - -
Past due 31-120 days - - 1,415,558 -
Past due 121 days to one year - - - -
More than one year - - - -
24,793,237 - 21,382,548 -

The Scheme’s mortgage investments are secured by a registered first mortgage (including joint first
mortgages) over real property, which predominantly includes commercial, industrial and residential
properties which are currently under-going construction or development. The Scheme’s investment
strategy is to invest in mortgage loans with a maximum lending valuation ratio of 70% for property
development loans and a maximum lending valuation ratio of 80% for non-construction loans. Credit risk
for mortgage loans is mitigated by the Scheme establishing a Prudential Lending Manual which requires
the Management Committee to conduct a range of searches on both the mortgage investment and secured
property. Such searches include credit reference searches, bankruptcy searches, valuation reports and
insurance searches. In addition, proof of serviceability for each new mortgage investment is also
obtained. The Management Committee monitors mortgage investments on a monthly basis.
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FINANCIAL RISK MANAGEMENT (CONT)
Credit risk (cont)
Impairment of mortgage investments (cont)

At 30 June 2025, the Responsible Entity reviewed the carrying amount of mortgage loans of the Scheme
in order to identify whether any loans may be impaired. In assessing whether mortgage loans were
impaired, the Responsible Entity considerations included but were not limited to:

Valuations of security properties completed by registered valuers;
Appraisals completed by real estate agents;

Actual sales prices realised on completed projects;

Estimated time to realise mortgage loans; and

Estimated costs to complete construction or development.

As a result of this review, the Responsible Entity did not record any impairment losses in respect of
mortgage loans.

The Scheme’s manager analyses credit concentration based on the mortgage loan type and geographical
location of the financial assets the Scheme holds.

The Scheme has exposure to certain mortgage investments that individually exceed 5% of the net assets
attributable to unitholders. Details of these loans are set out in the following table.

Estimated value
of security Estimated Loan
property as if  to Value Ratio

Total principal complete @i Method of assessing value
$ S %

2025
6,192,362 12,901,300 51.2 Independent valuation as at 28 May 2025
4,452,072 15,410,154 70.0 Independent valuation as at 24 September 2024
3,285,000 6,470,984 67.0 Independent valuation as at 16 April 2024
2,576,803 7,379,436 67.0 Independent valuation as at 16 April 2024
2,255,000 4,183,325 535 Independent valuation as at 14 June 2024
2,230,000 3,554,620 62.7 Independent valuation as at 1 August 2023
1,802,000 3,975,700 60.0 Independent valuation as at 18 January 2024
1,500,000 2,214,659 70.0 Independent valuation as at 26 March 2024
2024
6,905,419 11,072,600 62.4 Independent valuation as at 26 July 2022
3,587,000 5,932,860 65.0 Independent valuation as at 18 January 2024
3,325,768 6,266,523 70.0 Independent valuation as at 14 September 2023
2,020,000 3,922,920 65.0 Independent valuation as at 16 April 2024
1,820,000 4,717,500 47.1 Independent valuation as at 27 February 2024
1,808,803 5,631,274 65.0 Independent valuation as at 16 April 2024
1,415,558 2,115,145 70.0 Independent valuation as at 7 February 2022

(i)  Estimated loan to value ratios are based on facility limits rather than principal as at 30 June.



10.

-20-

SYDNEY DEVELOPMENT FUND
ARSN 159 243 820
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FINANCIAL RISK MANAGEMENT (CONT)
Credit risk (cont)
Property value risk

The majority of the Scheme’s financial assets are secured by registered first mortgages (including joint
first mortgages) over real property. As a result, the Scheme is subject to property value risk to
fluctuations in the prevailing levels of market property values.

Consecutive interest rate increases throughout the financial year tested the Australian property market and
significant pressure in the development and construction segment resulted in the collapse of a number of
construction companies across Australia. These conditions may result in a decline in property values,
which should they be significant, would result in diminished security values, and may result in losses
should properties held as security be realised below the loan and receivable book values.

The Scheme’s property value risk is managed on a regular basis by management in accordance with
policies and procedures in place, including but not limited to the adoption of initial maximum loan to
valuation ratios of 80%, with target ratios of 70%

As the Scheme is a contributory mortgage scheme, any loan losses are attributable directly to the investors
in a loan.

Liquidity risk
Liquidity risk is the risk that the Scheme will not be able to meet its financial obligations as they fall due.
The Scheme’s approach to managing liquidity is to ensure, as far as possible, that it will always have

sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Scheme’s reputation.

The Scheme’s liquidity risk is managed on a daily basis by the Investment Manager in accordance with
the policies and procedures in place.

In accordance with the Constitution and the Product Disclosure Statement (“PDS”), as the Scheme is a
contributory fund, the redeeming of investment funds prior to repayment of the associated mortgage loan
is not readily available. Funds can only be redeemed if an alternative investor can be found.

The following are the contractual maturities of financial liabilities, excluding interest payments and
excluding the impact of netting agreements. The amounts are gross and undiscounted:

Carrying Contractual 0-3 3-6 6-12  Greater than
amount  cash flows months months months 12 months
2025 S $ $ $ $ $
Members distributions
payable 87,056 87,056 87,056 - - -
Net assets attributable
to investors 24,793,237 24,793,237 - 10,813,875 13,979,362 -
Other payables 40,093 40,093 40,093 - - -

24,920,386 24,920,386 127,149 10,813,875 13,979,362 -
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10. FINANCIAL RISK MANAGEMENT (CONT)

Liquidity risk (cont)
Carrying Contractual 0-3 3-6 6-12  Greater than
amount cash flows months months months 12 months
2024 $ $ S $ 3 $
Members distributions
payable 81,848 81,848 81,848 - - -
Net assets attributable
to investors 24,695,990 24,695,990 4,729,000 3,325,768 16,641,222 -
Other payables 55,052 55,052 55,052 -

24,832,890 24,832,890 4,865,900 3,325,768 16,641,222 -

Under the Schemes’ Constitution the ability of the Manager to pay a distribution or meet a withdrawal
request is dependent on the relevant borrower to the Loan Investment complying with the terms and
conditions of the Loan Investment. An investment in the Scheme is not capital or income guaranteed.

The impacts of certain economic factors on the Australian economy and property market may result in net
assets attributable to investors being realised outside of current contractual terms.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the Scheme’s processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of corporate behaviour. Operational risks arise from all of the Scheme’s
operations.

The objective of the Responsible Entity of the Scheme is to manage operational risk so as to balance the
avoidance of financial losses and damage to the Scheme’s reputation with overall cost effectiveness and
to avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address operational risk
is assigned to the Responsible Entity. This responsibility is supported by the development of standards for
the management of operational risk in the following areas:

e  requirements for appropriate segregation of duties, including the independent authorisation of
transactions; '

»  requirements for the reconciliation and monitoring of transactions compliance with regulatory and
other legal requirements;

e  documentation of controls and procedures;

requirements for the periodic assessment of operational risks faced, and the adequacy of controls and

procedures to address the risks identified;

requirements for the reporting of operational losses and proposed remedial action;

development of contingency plans;

training and professional development;

ethical and business standards; and

risk mitigation, including insurance where this is effective.
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FINANCIAL RISK MANAGEMENT (CONT)
Liquidity risk (cont)

Fair values

Fair values versus carrying amounts

The Directors consider that the fair value of financial assets and liabilities of the Scheme are represented
by their carrying amount given their variable interest rates and short terms to maturity.

RELATED PARTIES
Responsible Entity

The Responsible Entity of Sydney Development Fund during the period was Shakespeare Haney
Securities Limited (ABN 23 087 435 783).

Key Management Personnel

The Scheme does not employ personnel in its own right. However it is required to have an incorporated
Responsible Entity to manage the activities of the Scheme and this is considered the key management
personnel. The directors of the Responsible Entity are key management personnel of that entity and their
names are:

Name Period of directorship
Thomas John Haney Appointed 12 May 1999
David John Williams Appointed 12 May 1999
Nicholas John Haney Appointed 15 October 2014

The manager is entitled to a management fee.

No compensation is paid to directors or directly by the Scheme to any of the key management personnel
of the Responsible Entity.

Related party investments held by the Scheme
The Scheme has no investment in the key management personnel or their associates.
Key management personnel loan disclosures

The Scheme has not made, guaranteed or secured, directly or indirectly, any loans to the key management
personnel or their personally related entities at any time during the reporting period.

Other transactions within the Scheme

Apart from those details disclosed in this note, no key management personnel has entered into a material
contract with the Scheme since the end of the previous year and there were no material contracts
involving such interests subsisting at year end.

From time to time directors of the Responsible Entity, or their director-related entities, may invest or

withdraw from the Scheme. These investments or withdrawals are on the same terms and conditions as
those entered into by other Scheme investors.

During the year, audit fees and operating expenses were paid by a related entity of Shakespeare Haney
Securities Limited on behalf of Sydney Development Fund in accordance with the Service Agreement for
which reimbursement will not be sought.
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11. RELATED PARTIES (CONT)

Related party transactions

During the year ended 30 June 2025, the Scheme paid management fees of $674,695 (2024: $562,693) to
SH Mortgage Services Pty Ltd under the terms of the Service Agreement between the Responsible Entity

and SH Mortgage Services Pty Ltd.

Related party investments held by the Scheme

The Scheme has no investment in the Responsibility Entity or its associates.

Related party investing activities

Details of investments in the Scheme by Shakespeare Haney Securities Limited or its related parties are

set out below:

Units Return of
Units Interest Units transferred | Unitholders [Distributions
held at held in acquired /disposed Funds paid
year end | scheme at | during the during the during the
year end year year year
# % # # $ $
30 June 2025
Thomas John Haney and
related entities 532,650 2.15% 290,000 554,253 - 67,767
David Williams and related
entities 720,000 2.90% 20,000 1,000,000 - 80,649
30 June 2024
Thomas John Haney and
related entities 796,903 3.23% 170,000 803,000 - 73,795
David Williams and related
entities 1,700,000 6.88% 850,000 900,000 - 124,018
SH Mortgage Services Pty Ltd - - 20,000 20.000 - 102

12. CONTINGENCIES

There are no contingent liabilities at 30 June 2025 or 30 June 2024.
13. EVENTS SUBSEQUENT TO REPORTING DATE

There has not arisen in the interval between the end of the period and the date of this report any item,
transaction or event of a material and unusual nature likely, in the opinion of the Responsible Entity, to
affect significantly the operations of the Scheme, the results of those operations, or the state of affairs of

the Scheme, in future financial years.
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DIRECTORS’ DECLARATION

1. In the opinion of the directors of Shakespeare Haney Securities Limited, responsible entity of Sydney
Development Fund:

a. The financial statements and notes that are set out on pages 5 to 23, are in accordance with the
Corporations Act 2001, including:

i.  giving a true and fair view of the financial position of the scheme as at 30 June
2025, and of its performance, for the financial year ended on that date; and

ii.  complying with Australian Accounting Standards and the Corporations
Regulations 2001; and

b. There are reasonable grounds to believe that the Scheme will be able to pay its debts as and when
they become due and payable.

2. The directors draw attention to Note 2(a) to the financial statements which includes a statement of
compliance with International Financial Reporting Standards.

Signed in accordance with a resolution of the directors of Shakespeare Haney Securities Limited.

Dated at Surfers Paradise on 29 September 2025.

/

Jotin Pj?(neyy
tor

Direc
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Incependent Auditor's Report

To the Unit Holders of Sydney Development Fund

Report on the audit of the Financial Report

We have audited the Financial Report of ~ The Financial Report comprises:

Sydney Development Fund {the Scheme]. Statement of financial position as at 30 June 2025

in our opinion, the accompanying Financial
Report of the Scheme gives a true and fair
view, including of the Scheme's financial
position as at 30 June 2025 and of its
financial performance for the year then o Notes, including material accounting policies
ended, in accordance with the
Corporations Act 2001, in compliance with
Australian Accounting Standards and the
Corporations Regulations 2001.

Statement of profit or loss and other comprehensive
income, statement of changes in equity, and
statement of cash flows for the year then ended

Directors’ Declaration.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the Financial Report section of our report.

We are independent of the Scheme in accordance with the Corporations Act 2001 and the ethical
requirements of the Accounting Professional and Ethical Standards Board's APES 110 Code of Ethics
for Professional Accountants (including Independence Standards) {the Code) that are relevant to our
audit of the Financial Report in Australia. We have fulfilled our other ethical responsibilities in
accordance with these requirements.

Other Information

Other Information is financial and non-financial information in Sydney Development Fund’s annual
report which is provided in addition to the Financial Report and the Auditor’'s Report. The Directors are
responsible for the Other Information.

Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not

KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated
with KPMG International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and
logo are trademarks used under license by the independent member firms of the KPMG global organisation. Liability limited by
a scheme approved under Professional Standards Legislation



kbmG

-26 -

express an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the Financial Report, our responsibility is to read the Other Information.
In doing so, we consider whether the Other Information is materially inconsistent with the Financial
Report or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

We are required to report if we conclude that there is a material misstatement of this Other Information,
and based on the work we have performed on the Other Information that we obtained prior to the date
of this Auditor's Report we have nothing to report.

Responsibilities of the Directors for the Financial Report

The Directors are responsible for:

¢ preparing the Financial Report in accordance with the Corporations Act 2001, including giving a true
and fair view of the financial position and performance of the Scheme, and in compliance with
Australian Accounting Standards and the Corporations Regulations 2001

« implementing necessary internal control to enable the preparation of a Financial Report in
accordance with the Corporations Act 2001, including giving a true and fair view of the financial
position and performance of the Scheme, and that is free from material misstatement, whether
due to fraud or error

« assessing the Scheme's ability to continue as a going concern and whether the use of the going
concern basis of accounting is appropriate. This includes disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless they either intend to
liquidate the Scheme or to cease operations, or have no realistic alternative but to do so.

Auditor’'s responsibilities for the audit of the Financial Report

Our objective is:

« 10 obtain reasonable assurance about whether the Financial Report as a whole is free from material
misstatement, whether due to fraud or error; and

e toissue an Auditor’'s Report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Australian Auditing Standards will always detect a material misstatement when it
exists.

Misstatements can arise from fraud or error. They are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the Financial Report.

A further description of our responsibilities for the audit of the Financial Report is located at the Auditing

and Assurance Standards Board website at: http:/fwww.auasb.gov.au/auditors responsibilities/ard.pdf
This description forms part of our Auditor's Report.

(Q\&\q W

NA D —
KPMG Adam Twemlow
Partner
Surfers Paradise
29 September 2025





