Kinsmen

As the first positive signs of possible economic recp\mrgin to appear in the form of an improvement in eshmaarket performance,
improving retail sales and stronger residential prgpeearance rates, many analysts are questioning whhttee signs represent a short
term response to the Federal Government stimulus paokaige first signs of a sustained economic recovery.

For the commercial property market, the lack of debteapity finance still rank as the greatest issues firttustry. This coupled with
moderating demand for office, commercial and industriatespaontinue to hold back any signs of an early recoierthe overall
property sector. This is expected to be the case uniiidsssdemand picks up off the back of sustained econooticensy.

A recent consultants report commissioned by the Auatrdlirect Property Investment Association (ADPIA) fiasnd that gearing in
property has been one of the most contentious issu@s/éstors over the period of the global Financial €risligh levels of gearing and
an inability to refinance have been the most hdélgated issue for the property industry over the past 1zhsont

Many commentators believe the worst of the econatoiwnturn may be over, however much of the debate now tarméether the
recovery underway will be a long protracted one orlgriand sharper off the back of sustainable econortiidtg@nd growth.

Efforts continue to ensure the remaining properties hadssociated loans are utilized in the best possiateer in order to generate
holding income until such time as a sale or successfigatan of the properties is achieved.

We are deeply aware of the impact that suspended distribwtitd frozen liquidity in the Fund has had on investorsgltine downturn.

The emphasis remains on liquidity within the Fund teemits ongoing commitments as an absolute priorityrrédt and future
distributions therefore remain suspended in order to prediguidity and meet ongoing Fund costs.

2009 Audited Financial StatementBollowing the acquisition of Kinsmen Securities Lieaitby CL Asset Holdings Limited in December
2008, an application was lodged with ASIC in June 2009 forecdrs a change in auditors for the Fund from Pitcleemers to HLB
Mann Judd, being the auditors used by CL Asset Holdings ¢dhais the parent entity in order to have the same auditonss the entire
group. This was also to ensure the timely completichefwudit of the 30 June 2009 financial year by 30 Septemb@r 200

While ASIC has consented to the appointment of HLB Maumid as future auditors of the Fund they have advisedhihatish Pitcher
Partners to complete the 30 June 2009 audit and subsequentlyatodgplication for resignation on completion of the aoflithe 30
June financial year, after which HLB Mann Judd can beiapgmbas Fund auditor.

The decision by ASIC does unfortunately result in delayse anticipated scheduling of the audit of the 30 June 2009 ARepatt with
Pitcher Partners advising they can only commencenthik in November / December 2009. Despite advice of the atoo#&IC and a
plea by both Kinsmen Securities and Pitcher PartnergittiatMann Judd be appointed to conduct the audit in ayimelnner, ASIC has
not consented and therefore the audited Annual Replbbiendelayed and will now be delivered to investatet in the year.

An update with respect to the position of the respective soaroutlined below:

Barossa Loan Balance $4,356,173

You will be aware from our previous quarterly report upsigii@t Kinsmen Securities is now actively involved @neging an exit
strategy for the realisation of the Barossa propentythe property loan with the developer KP5 Pty Ltd.

Reporting to Kinsmen Securities now includes formaluted weekly meetings and updates from the developer ticceadequate
focus and momentum is maintained in order that thegirotinues to progress in achieving the desired owadmealising the
recovery of the loan.

McGees Corporate Property Consultancy has now beegethtim prepare an independent feasibility study for a pessibin
style accommodation / tourist park on the property. Attilme of writing this report the draft feasibilitgport had been received
for consideration.



A number of proposals and associated costings were basifered for the establishment of such a developnmejecp on the
site. The use of portable cabins will assist in esabient within a relatively short time frame.

Consideration of associated corporate structures folirfgphnd operating the development project are also ¢ortgdered once a
final proposal is agreed upon in order to ensure maxinaloevs obtained from the property project. Thixpss will ensure
there are options available for the realisation efgltoperty project rather than just relying on the satibn by way of sale of the
land alone. This will allow the maximum possible amdortie recovered for the loan to the Fund and investors

Bundaberg Loan Balance $2,356,687

Efforts to lease up the village to full capacity contintddere were 88 units committed as at the end of Septe20b8 (87 at the
last report).

There has been a steady stream of enquiry in resporibe tecent local television marketing efforts. TVrkéging has been
extended to both the local Channel 7 and now WIN TV (Cha®ineétworks. While a number of new tenants have beeared,
these have been offset by some turnover of tenantsdeduring the quarter due to iliness, one death, familyoresaand some
ongoing housing affordability issues.

The new increased rates of pension payment commenc2@l aptember 2009. Kinsmen has not raised rental rateptiare the
higher pension payment, limiting rental increase &oekpected indexation increase only. The passing on ofdease in pension
to residents should assist in affordability of housingtierelderly and assist in the competitiveness of oukeharicing.

The television and other marketing efforts have now leemssed on raising the above benefits to the atteofiother potential
residents. A more concentrated follow up process hasakn implemented.

The strategy remains to continue with the leasing upesoin order to maximise the value and thereforengetiiice of this
property at a time more conducive to achieving a réabstle price for the property. This is to ensurentaimum recovery of
loan monies by the Fund and investors.

Liberty Villas, Bundaberg, Qld
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Novotel, Barossa Valley, SA

Distribution Return Growth Return Total Return Funds Under Management
Last Qrt Last 12 Last Qrt Last 12 Last Qrt Last 12
Months Months Months
Nil 0.83% -0.37% -47.52% -0.38% -46.69% $3.28 million
Last Quarter (annualised) Last 12 months
Nil 1.00%

* If units were purchased for an amount other than the $ieb0this rate could vary.



