QUESTUS LIMITED
ACN 100 460 035
NOTICE OF GENERAL MEETING

TIME:

10.00am (WST)

DATE:

26 October 2012

PLACE:

The Alan Bond America’s Cup Room, Royal Perth Yacht Club, Australia II
Drive, Crawley, Western Australia

The Independent Expert has concluded that the transaction related to the Acquisition
the subject of the Resolution outlined in this Notice of General Meeting is NOT FAIR BUT
REASONABLE to Shareholders.
All Shareholders should refer to the Independent Expert’s Report enclosed with this
Notice of General Meeting.

This Notice of Meeting should be read in its entirety. If Shareholders are in doubt as to
how they should vote, they should seek advice from their professional advisers prior to
voting.
Should you wish to discuss the matters in this Notice of Meeting please do not hesitate
to contact the Company Secretary on (+61 8) 9489 4444.
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IMPORTANT INFORMATION
TIME AND PLACE OF MEETING
Notice is given that the general meeting of the Shareholders to which this Notice of
Meeting relates will be held at 10.00 am (WST) on 26 October 2012 at:
The Alan Bond America’s Cup Room
Royal Perth Yacht Club,
Australia II Drive
Crawley, Western Australia
YOUR VOTE IS IMPORTANT
The business of the General Meeting affects your shareholding and your vote is
important.
VOTING ELIGIBILITY
The Directors have determined pursuant to Regulation 7.11.37 of the Corporations
Regulations 2001 (Cth) that the persons eligible to vote at the General Meeting are those
who are registered Shareholders at 5.00 pm (WST) (7:00 pm Sydney time) on 24 October
2012.
VOTING IN PERSON
To vote in person, attend the General Meeting at the time, date and place set out
above.
VOTING BY PROXY
To vote by proxy, please complete and sign the enclosed Proxy Form and return by the
time and in accordance with the instructions set out on the Proxy Form.
In accordance with section 249L of the Corporations Act, members are advised that:
•

each member has a right to appoint a proxy;

•

the proxy need not be a member of the Company; and

•

a member who is entitled to cast 2 or more votes may appoint 2 proxies and
may specify the proportion or number of votes each proxy is appointed to
exercise. If the member appoints 2 proxies and the appointment does not
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specify the proportion or number of the member’s votes, then in accordance
with section 249X(3) of the Corporations Act, each proxy may exercise one-half
of the votes.
New sections 250BB and 250BC of the Corporations Act came into effect on 1 August
2011 and apply to voting by proxy on or after that date. Shareholders and their proxies
should be aware of these changes to the Corporations Act, as they will apply to this
General Meeting. Broadly, the changes mean that:
•

if proxy holders vote, they must cast all directed proxies as directed; and

•

any directed proxies which are not voted will automatically default to the Chair,
who must vote the proxies as directed.

Further details on these changes is set out below.
Proxy vote if appointment specifies way to vote
Section 250BB (1) of the Corporations Act provides that an appointment of a proxy may
specify the way the proxy is to vote on a particular resolution and, if it does:
•

the proxy need not vote on a show of hands, but if the proxy does so, the proxy
must vote that way (i.e. as directed); and

•

if the proxy has 2 or more appointments that specify different ways to vote on the
resolution – the proxy must not vote on a show of hands; and

•

if the proxy is the chair of the meeting at which the resolution is voted on – the
proxy must vote on a poll, and must vote that way (i.e. as directed); and

•

if the proxy is not the chair – the proxy need not vote on the poll, but if the proxy
does so, the proxy must vote that way (i.e. as directed).

Transfer of non-chair proxy to chair in certain circumstances
Section 250BC of the Corporations Act provides that, if:
•

an appointment of a proxy specifies the way the proxy is to vote on a particular
resolution at a meeting of the Company's members; and

•

the appointed proxy is not the chair of the meeting; and

•

at the meeting, a poll is duly demanded on the resolution; and

•

either of the following applies:
o

the proxy is not recorded as attending the meeting;

o

the proxy does not vote on the resolution,

the chair of the meeting is taken, before voting on the resolution closes, to have been
appointed as the proxy for the purposes of voting on the resolution at the meeting.
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BUSINESS O F THE MEETING
ORDINARY BUSINESS
1.

RESOLUTION 1 – APPROVAL OF ISSUE OF SHARES AND ACQUISITION OF A
RELEVANT INTEREST IN THE COMPANY BY CREST CAPITAL ASIA PTE LIMITED
To consider and, if thought fit, to pass, with or without amendment, the following
resolution as an ordinary resolution:
“That, for the purposes of Section 611 (Item 7) of the Corporations Act and
for all other purposes, approval is given for:
(a)

the issue of 47,280,852 Shares equalling 51% of the Company’s
share capital to Crest Capital Asia Pte Limited;

(b)

the grant of 9,981,429 Options to Crest Capital Asia Pte
Limited and the issue of 9,981,429 Shares on the exercise of
these Options;

(c)

the grant of 2,081,633 Options and the issue of 2,081,633
Shares on the exercise of these Options, subject to the passing
of Resolution 2;

(d)

the grant of 2,081,633 Options and the issue of 2,081,633
Shares on the exercise of these Options, subject to the passing
of Resolution 3;

(e)

the issue of the Additional Crest Shares to Crest Capital Asia
Pte Limited in the event that the NWR Convertible Note is
converted, up to a maximum of 5,204,082 Shares; and

(f)

the acquisition of a relevant interest in the issued voting shares
of the Company by Crest Capital Asia Pte Limited in excess of
the threshold prescribed by Section 606(1) of the Corporations
Act,

on the terms and conditions set out in the Explanatory Statement
accompanying this Notice.”
Expert’s Report: Shareholders should carefully consider the report prepared by
the Independent Expert for the purposes of the Shareholder approval required
under Section 611 (Item 7) of the Corporations Act. The Independent Expert’s
Report comments on the fairness and reasonableness of the transaction the
subject of the Resolution to the non-associated Shareholders in the Company.
Voting Exclusion: The Company will disregard any votes cast on this resolution
by a party to the transaction and any associates of those persons.
2.

RESOLUTION 2 – ISSUE OF DIRECTOR OPTIONS – DAVID SOMERVILLE
To consider and, if thought fit, to pass the following resolution as an ordinary
resolution:
“That, for the purposes of ASX Listing Rule 10.11 and for all other purposes,
approval is given for the Directors to allot and issue 2,000,000 Director Options to
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Mr David Somerville (or his nominee) on the terms and conditions set out in the
Explanatory Statement.”
Voting Exclusion: The Company will disregard any votes cast on this Resolution
by Mr David Somerville (or his nominee) and any of his associates. However, the
Company need not disregard a vote if it is cast by a person as a proxy for a
person who is entitled to vote, in accordance with the directions on the Proxy
Form or it is cast by the person chairing the meeting as proxy for a person who is
entitled to vote, in accordance with a direction on the Proxy Form to vote as the
proxy decides.
Voting Prohibition Statement
A person appointed as a proxy must not vote, on the basis of that appointment,
on this Resolution if:
(a)

(b)

the proxy is either:
(i)

a member of the Key Management Personnel, details of whose
remuneration are included in the Remuneration Report; or

(ii)

a Closely Related Party of such a member; and

the appointment does not specify the way the proxy is to vote on this
Resolution.

However, the above prohibition does not apply if:

3.

(c)

the proxy is the Chair of the Meeting; and

(d)

the appointment expressly authorises the Chair to exercise the proxy even
if the Resolution is connected directly or indirectly with remuneration of a
member of the Key Management Personnel.

RESOLUTION 3 – ISSUE OF DIRECTOR OPTIONS – ROBERT OLDE
To consider and, if thought fit, to pass the following resolution as an ordinary
resolution:
“That, for the purposes of ASX Listing Rule 10.11 and for all other purposes,
approval is given for the Directors to allot and issue 2,000,000 Director Options to
Mr Robert Olde (or his nominee) on the terms and conditions set out in the
Explanatory Statement.”
Voting Exclusion: The Company will disregard any votes cast on this Resolution
by Mr Robert Olde (or his nominee) and any of his associates. However, the
Company need not disregard a vote if it is cast by a person as a proxy for a
person who is entitled to vote, in accordance with the directions on the Proxy
Form or it is cast by the person chairing the meeting as proxy for a person who is
entitled to vote, in accordance with a direction on the Proxy Form to vote as the
proxy decides.
Voting Prohibition Statement
A person appointed as a proxy must not vote, on the basis of that appointment,
on this Resolution if:
(a)

the proxy is either:
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(b)

(i)

a member of the Key Management Personnel, details of whose
remuneration are included in the Remuneration Report; or

(ii)

a Closely Related Party of such a member; and

the appointment does not specify the way the proxy is to vote on this
Resolution.

However, the above prohibition does not apply if:
(c)

the proxy is the Chair of the Meeting; and

(d)

the appointment expressly authorises the Chair to exercise the proxy even
if the Resolution is connected directly or indirectly with remuneration of a
member of the Key Management Personnel.

DATED: 26 SEPTEMBER 2012
BY ORDER OF THE BOARD

ELIZABETH LEE
COMPANY SECRETARY
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EXPLANATORY STATEMENT
This Explanatory Statement has been prepared to provide information which the
Directors believe to be material to Shareholders in deciding whether or not to pass the
Resolution which is the subject of the business of the Meeting.
1.

BACKGROUND TO TRANSACTION WITH CREST CAPITAL

1.1

FINANCE FACILITIES FOR SUBSIDIARIES
Questus Funds Management Limited (QFML) is a 100% subsidiary of the
Company. QFML is the Responsible Entity under the Managed Investments Act
1998, of the Questus Land Development Fund (QLDF).
During the course of its ordinary business activities, the Company sought to
arrange senior finance for development entities within QLDF (QLDF Subsidiaries).
During the period 2007-2008, the Company arranged finance with St George
Building Society (St George) and Home Building Society (Home) on behalf of the
QLDF Subsidiaries.
In 2009, Home was taken over by the Bank of Queensland (BOQ). Upon expiry of
the finance facilities provided to the QLDF Subsidiaries by Home, BOQ offered a
refinance subject to the provision of a parent guarantee (Parent Guarantee)
over the facilities.
The global financial crisis had a great impact on a number of entities in the
Australian development market, many of which were forced into controller
appointed disposals. In 2009-2010, upon expiry of the QLDF finance facilities, St
George appointed receivers to two of the finance facilities and BOQ appointed
receivers to the remaining two facilities.
Due to the reduced liquidity in the financial markets and an over-exposure by
financial institutions to the Western Australian development market, the
availability of debt financing was restricted. As a result, attempts to refinance
the finance facilities were unsuccessful.
On 3 February 2012, BOQ issued a statutory demand on the Company under the
terms of the Parent Guarantee and indemnity for the repayment of a total of
$13.5 million (Statutory Demand). The Company engaged legal counsel to
defend its position and was successful in delaying the process until 24 March
2012.
At the time of the issuance of the Statutory Demand, the market capitalisation of
the Company was around $3 million. In addition, the Company had incurred
consecutive trading losses for a number of years. Whilst the Company had
created a new product and was beginning to gain substantial market share, the
acceptance of this product and the delivery of profits from this product were
not readily recognised by the market and the general market had not yet
developed a confidence in this product.
The Board immediately sought alternatives in order to raise sufficient capital to
negotiate a settlement with BOQ. The receivers appointed by BOQ indicated
that the debt of $13.5 million may be settled by payment of an amount in excess
of $7 million. The Board determined that with costs, an amount of $8 million
should satisfy the BOQ debt and retired the Statutory Demand against the
Company.
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A number of options were identified by the Board, given both the short time
frame available to raise the requisite capital, and a limited understanding of the
direction and future value of the Company in the market.
Three possible opportunities were presented to the Company by three different
parties:
(a)

an offer to acquire an interest of 76% of the equity in the Company for
an amount of $8 million;

(b)

an offer to acquire a 50% interest in the Company for $5 million;

(c)

an offer by Crest Capital Asia Pte Limited (Crest Capital) to acquire a
51% interest in the Company in consideration for providing the following
facilities:
(i)

$10 million working capital facility (Working Capital Facility);

(ii)

$20 million development funding facility (Development Funding
Facility); and

(iii)

$100 million wholesale NRAS acquisition fund (Wholesale
Acquisition Fund),

(together, the Crest Offer).
The Board considered the merits of each offer and the underlying value of each
offer. Ultimately, the Board determined that the Crest Offer was in the best
interest of the shareholders of the Company and was best placed to propel the
Company forward. The Board recognised that whilst the alternate offers
provided cash consideration for the equity acquired, the Crest Offer could
provide for substantial future profits to be generated from the Development
Funding Facility and Wholesale Acquisition Fund.
As set out in the Independent Expert’s Report (see Section 3.10), after allowing
for the sale of certain assets in QLDF, BOQ accepted a revised offer of $2.5
million in full and final settlement and assignment of all securities to the
Company. This amount has now been paid by the Company from the Working
Capital Facility provided by Crest.
1.2

LOAN AGREEMENT
As announced to ASX on 27 April 2012, the Company has entered into a binding
loan agreement (Agreement) with Crest Capital pursuant to which Crest Capital
may acquire a 51% of the Company on certain terms and conditions
(Acquisition).
Crest Capital is a Singapore-based private equity and fund manager with
Australian investments in the retirement housing and the National Rental
Affordability Scheme (NRAS) real estate development sectors. Crest Capital is a
substantial private equity investor with around US$1 billion in funds under
management, with additional offices in Jakarta and Beijing.

1.3

TERMS OF ACQUISITION
The Agreement is subject to, but not limited to, the:
(a)

issue of 51% of new capital in the Company to Crest Capital or its
nominee (Acquisition Condition);
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(b)

(c)

provision by Crest Capital of the:
(i)

Working Capital Facility;

(ii)

Development Financing Facility; and

(iii)

Wholesale Acquisition Fund; and

Company and Crest Capital obtaining all necessary shareholder and
regulatory approvals.

The consideration for the Acquisition through the issue of fully paid ordinary
shares in the Company equalling 51% of the Company’s share capital (Shares)
to Crest Capital, is the provision of the Working Capital Facility, Development
Funding Facility and Wholesale Acquisition Fund by Crest Capital and the
Company has already drawn down $4 million under the Working Capital Facility.
The Agreement also contains standard warranties and representations on behalf
of Crest Capital typical for an agreement of this nature and otherwise contains
terms and conditions typical for an agreement of this nature.
1.4

NRAS
NRAS is a long term commitment by the Australian Government in partnership
with the states and territories, to invest in affordable rental housing.
NRAS, which commenced in 2008, aims to address the shortage of affordable
rental housing by offering financial incentives to the business sector and
community organisations to build and rent dwellings to low and moderate
income households at a rate that is at least 20 per cent below the prevailing
market rates. NRAS aims to:
(a)

increase the supply of new affordable rental housing;

(b)

reduce rental costs for low and moderate income households;

(c)

encourage large-scale investment; and

(d)

innovative delivery of affordable housing.

The Company has delivered over 600 properties across Australia and is working
together with developers, housing managers and private investors to deliver
NRAS to the Australian market over the next 5 years.
1.5

CONVERTIBLE NOTE
The Company has entered into two convertible loan deeds. The first, with Impact
Group QLD Pty Ltd (Impact) (Impact Deed), and the second with NWR Group
Pty Ltd (NWR) (NWR Deed).
Under the NWR Deed, NWR agreed to provide a $500,000 note, convertible to
shares at 10 cents per share, with an interest rate of 10% per annum, expiring on
17 January 2014 (NWR Convertible Note).
The Impact Deed provided for an unsecured convertible note of $500,000 to be
issued to Impact, convertible at Impact’s discretion, expiring on 29 September
2012 (Impact Convertible Note). The Company has entered into an agreement
with Impact whereby the Company has agreed to purchase the Impact
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Convertible Note from Impact and accordingly this will not increase the share
capital of the Company.
The conversion of the NWR Convertible Note into shares in the Company would
have a dilutive effect on the interest of Crest Capital, and Crest Capital’s interest
would be less than 51%. Therefore, if the NWR Convertible Note is converted, the
Company would not have satisfied the Acquisition Condition.
As such, the Company has agreed that in the event that the NWR Convertible
Note is converted, the Company will issue such number of Shares to Crest
Capital as is necessary for Crest Capital to acquire a 51% interest in the
Company (as at the date of completion of the Acquisition, on a fully diluted
basis). The number of additional Shares to be issued to Crest Capital on
conversion of the NWR convertible note is calculated in accordance with the
formula below:
N

=

S
49%

x 51%

Where:
N=

Number of additional Shares issued to Crest Capital (Additional Crest
Shares)

S=

Number of Shares issued on conversion of the NWR Convertible Note (the
maximum number of Shares to be issued to the noteholder on
conversion of the NWR Convertible Note is 5,000,000 Shares being, the
number issued on conversion of $500,000 at 10 cents per Share)

(the Formula)
Based on the Formula, the maximum number of Shares that could be issued to
Crest Capital on conversion of the NWR Convertible Note is 5,204,082 (Maximum
Additional Crest Shares). In the event that the NWR Convertible Note is not
converted, no Additional Crest Shares will be issued.
2.

RESOLUTION 1 – APPROVAL OF ISSUE OF SHARES AND ACQUISITION OF A
RELEVANT INTEREST IN THE COMPANY BY CREST CAPITAL ASIA PTE LIMITED

2.1

General
As outlined above, the Company has entered into the Agreement pursuant to
which the Company will, subject to Shareholder approval, allot and issue Shares
(including those Shares issued on the exercise of Options, and the conversion of
the NWR Convertible Note) equalling 51% of the Company’s share capital to
Crest Capital in consideration for the Acquisition (Consideration Shares). Crest
Capital is not a related party of the Company.
The Consideration Shares issued will be fully paid ordinary shares in the capital of
the Company issued on the same terms and conditions as the Company’s
existing Shares. The Options will be granted on the terms and conditions set out
in Schedule 1 and if exercised in full will maintain the 51% interest of Crest Capital
in the Company (assuming all other existing options are also exercised). If the
NWR Convertible Note is converted, then the Company will issue the Additional
Crest Shares (the number of Additional Crest Shares issued to Crest Capital will
be calculated in accordance with the Formula, up to the Maximum Additional
Crest Shares (totalling 5,204,082 Shares) (refer to the table in section 3.15 of the
Independent Expert’s Report and Section 2.4 below).
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Resolution 1 seeks Shareholder approval for the allotment and issue of the
Consideration Shares to Crest Capital as well as the acquisition of a relevant
interest in the issued voting shares of the Company by Crest Capital in excess of
the threshold prescribed by Section 606(1) of the Corporations Act by virtue of
the issue of the Consideration Shares.
Approval pursuant to ASX Listing Rule 7.1 is not required for the issue of the
Consideration Shares proposed by the Resolution as approval is being obtained
under Item 7 of Section 611 of the Corporations Act. Accordingly, the issue of
Consideration Shares to Crest Capital will not be included in the 15% calculation
of the Company’s annual placement capacity pursuant to ASX Listing Rule 7.1.
The Corporations Act and ASIC Regulatory Guide 74 set out a number of
regulatory requirements which must be satisfied. These are summarised below.
2.2

Item 7 of Section 611 of the Corporations Act
Pursuant to Section 606(1) of the Corporations Act, a person must not acquire a
relevant interest in issued voting shares in a listed company if the person
acquiring the interest does so through a transaction in relation to securities
entered into by or on behalf of the person and because of the transaction, that
person’s or someone else’s voting power in the company increases:
(a)

from 20% or below to more than 20%; or

(b)

from a starting point that is above 20% and below 90%.

The voting power of a person in a body corporate is determined in accordance
with Section 610 of the Corporations Act. The calculation of a person’s voting
power in a company involves determining the voting shares in the company in
which the person and the person’s associates have a relevant interest.
A person (second person) will be an “associate” of the other person (first person)
if:
(a)

the first person is a body corporate and the second person is:

(c)

a body corporate the first person controls;

(d)

a body corporate that controls the first person; or

(e)

a body corporate that is controlled by an entity that controls the first
person;

(b)

the second person has entered or proposed to enter in a relevant
agreement with the first person for the purpose of controlling or
influencing the composition of the Company’s board or the conduct of
the Company’s affairs; and

(c)

the second person is a person with whom the first person is acting or
proposed to act, in concert in relation to the Company’s affairs.

Pursuant to Section 608(1) of the Corporations Act, a person has a “relevant
interest” in securities if they:
(a)

are the holder of the securities;

(b)

have the power to exercise, or control the exercise of, a right to vote
attached to the securities; or
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(c)

have power to dispose of, or control the exercise of a power to dispose
of, the securities.

It does not matter how remote the relevant interest is or how it arises. If two or
more people can jointly exercise one of these powers, each of them is taken to
have that power.
Pursuant to Section 608(3) of the Corporations Act, a person is deemed to have
a “relevant interest” in securities that a company has if their voting power in the
company is above 20% or they control the company.
At completion of the Acquisition, Crest Capital will be issued with a total of:
(a)

47,280,852 Shares;

(b)

and a further 9,981,429 Options (and an additional 2,081,633 Options
subject to the passing of Resolution 2, and an additional 2,081,633 Options
subject to the passing of Resolution 3); and

(c)

on conversion of the NWR Convertible Note, the Additional Crest Shares
up to the Maximum Additional Crest Shares (being 5,204,082 Shares),

(in order to acquire the agreed 51% interest based on the current existing and
proposed options granted in the Company) which will result in Crest Capital
acquiring a relevant interest in the issued voting shares of the Company of
greater than 20% (assuming only the Shares contemplated by this Notice are
issued and no Options exercised). This acquisition is in excess of the threshold
prescribed by Section 606(1) of the Corporations Act.
Item 7 of Section 611 of the Corporations Act provides an exception to the
prohibition in Section 606(1) of the Corporations Act, whereby a person may
acquire a relevant interest in a company’s voting shares with the approval of the
shareholders of that company.
Accordingly, the Company seeks Shareholder approval under Item 7 of Section
611 of the Corporations Act for the issue of the Consideration Shares to Crest
Capital as well as the acquisition of a relevant interest in the issued voting shares
of the Company by Crest Capital in excess of the threshold prescribed by
Section 606(1) of the Corporations Act by virtue of the issue of the Consideration
Shares.
2.3

Specific information required by Item 7 of Section 611 of the Corporations Act &
ASIC Regulatory Guide 74
The following information is required to be provided to Shareholders under ASIC
Regulatory Guide 74 and the Corporations Act in respect of obtaining approval
pursuant to Item 7 of Section 611 of the Corporations Act.
The identity of the acquirer and their associates and any person who will have a
relevant interest in the securities to be acquired
The acquirer is Crest Capital. Crest Capital is a Singapore-based private equity
and fund manager with Australian investments in the retirement housing and the
NRAS real estate development sectors. Crest Capital is a substantial private
equity investor with around US$1 billion in funds under management, with
additional offices in Jakarta and Beijing. The managing director of Crest Capital
is Mr Peter Chan and its investment principals are Glendon and Stephen Goh.
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Crest Capital Partners was set up by Mr Chan in 2004 as an interim vehicle to
take over a private equity fund called “Baring Communications Equity AsiaPacific Pte Ltd” which he set up earlier for the ING Group and led as Managing
Director since 1996. Mr Chan subsequently restructured the business under Crest
Capital and new fund management mandates were originated whilst the
activities of Crest Capital Partners were being wound down. Crest Capital is
regarded as a boutique regional alternative investing firm that specialises in the
small to medium capitalisation enterprise businesses. Crest Capital’s focus is on
proven entrepreneur-managed businesses in China and the ASEAN countries,
especially those with intellectual properties, knowledge asset or monetisable
franchises.
Crest Capital does not have any other associates and no other person will have
a relevant interest in the Consideration Shares to be acquired and will be
granted the Options.
Full particulars (including the number and percentage) of the securities to which
Crest Capital is or will be entitled immediately before and after the Acquisition
AND the maximum extent of the increase in Crest Capital’s voting power in the
Company (including its associates) as a result of the Acquisition (refer to the
Independent Expert’s Report in section 3.15 for an analysis of the pre and post
transaction capital structure).

Event

No. of Shares (% of voting power) held
as at the date of this Notice
(Total Shares = 45,426,701)
No. of Shares (% of voting power) held after the Acquisition (and all other Share
issues contemplated by this Notice)
(Total Shares = 92,707,553)
No. of Shares (% of voting power) held on a fully diluted basis (including all other
Share and Option issues contemplated by this Notice) and conversion of
convertible notes and existing options

Crest Capital
(and its associates)

0
(0%)

47,280,852
(51%)

66,629,6291
(51%)

(Total Shares = 130,646,329)2

Notes:
figure includes the Options granted under Resolution 1, and assumes that the maximum
number of Additional Crest Shares to be issued (being 5,204,082) are issued. However, the
total number of Shares held by Crest Capital will depend on the number of Additional Crest
Shares Issued, and the conversion of the NWR Convertible Note.

1This

2This

figure presumes all Options are exercised, a total of 5,000,000 Shares are issued to the
noteholder and 5,204,082 Additional Crest Shares are issued to Crest Capital on conversion of
the NWR Convertible Note,

The identity, associations (with Crest Capital and any of its associates) and
qualifications of any person who it is intended will become a Director if
Shareholders approve the Acquisition.
In accordance with the Company’s agreement with Crest Capital, Crest Capital
may nominate three people to become a Director. As such, Mr Maurizio Oteri
was appointed as an Executive Director on 21 May 2012. The remaining two
nominees are yet to be decided by Crest Capital.
Mr Oteri replaced Professor Anthony Brennan who had been a Non-executive
Independent Director since November 2010. Mr Oteri has accumulated a wealth
12

of SME and Corporate experience over the last 30 years as the owner manager
of numerous enterprises and consultant to others across a broad range of
industries. His qualifications include an MBA in International Business, China
Program, Juris Doctor (JD), Diploma of Business Administration and Graduate
Diploma of Legal Practice, which he collectively utilises as an unrestricted legal
practitioner within Western Australia with Robertson Hayles Lawyers and to the
benefit of his Singapore Fund Manager client, Crest Capital.
Mr Oteri is well placed to advise, plan and execute, in conjunction with the
Company's executive team, both the Company’s ambitious and sustainable
goals.
A statement of the acquirer’s intentions regarding the future of the Company if
Shareholders agree to the Acquisition.
Other than as disclosed elsewhere in this Explanatory Statement, at the date of
this Notice of Meeting the Company understands that Crest Capital does not
intend to:
(a)

make any significant changes to the business of the Company;

(b)

inject further capital into the Company;

(c)

make any changes to the future employment of the present employees
of the Company;

(d)

transfer any property between the Company and Crest Capital or any
person associated with any of them;

(e)

otherwise redeploy the fixed assets of the Company; or

(f)

change significantly the financial or dividend policies of the Company.

Further details of the Acquisition are set out throughout this Explanatory
Statement. Shareholders are also referred to the Independent Expert’s Report.
2.4

Reasons for the Acquisition
Advantages
The Directors are of the view that the following non-exhaustive list of advantages
may be relevant to a Shareholder’s decision on how to vote on the Resolution:
(a)

the Independent Expert has assessed the Acquisition to be not fair but
reasonable;

(b)

as announced to the ASX on 14 August 2012, the Statutory Demand will
be retired, with all Guarantees and Indemnities being extinguished, and
Crest Capital allowing for the drawdown of funds from the Working
Capital Facility;

(c)

the Crest Offer provides opportunities for future profits to be generated
from the provision of the Development Funding Facility and Wholesale
Acquisition Fund by Crest Capital;

(d)

the Acquisition provides an opportunity for the Company to diversify
and expand its current business operations;
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(e)

if Shareholder approval of the Acquisition is obtained, the Company will
avoid defaulting on the Agreement which would require the Company
to repay the funds advanced under the Working Capital Facility, (note
that the Company does not presently have the ability to make such a
repayment if required, and would inevitably result in Crest enforcing its
security which may result in the Company losing control over the NRAS
entitlements);

(f)

if the Acquisition is completed, the Company will be able to apply to
the ASX for reinstatement to the Official List, subject to the fulfilment of
of the ASX admission and quotation requirements, which will enable the
Company’s shareholders access to an open market to trade their
shares;

(g)

if the Acquisition is approved, the Company will have a more diverse
earnings base through the provision of property development activities;
and

(h)

the Acquisition recapitalises the Company and provides it with working
capital funding required to realise returns from the NRAS entitlements
held by Questus Residential Investment Fund, and additional funding to
generate new direct property development projects (and in turn
income streams) which, subject to future levels of profitability and
operating cash flows, will give the Company an enhanced ability to pay
dividends to Shareholders as a result of the Acquisition.

Disadvantages
The Directors are of the view that the following non-exhaustive list of
disadvantages may be relevant to a Shareholder’s decision on how to vote:
(a)

current Shareholders will have their interests in the Company diluted
through the issue of the Consideration Shares;

(b)

the Acquisition will result in a transfer of control of the Company to Crest
Capital, but the Independent Expert has assessed that no premium for
control will be paid; and

(c)

if the Company were to default on the Agreement, the Company
would be required to repay the funds advanced under the Working
Capital Facility. Presently, the Company does not have the ability to
make such a repayment if required. Such a default could result in Crest
enforcing its security, which may result in the Company losing control
over the NRAS entitlements;

(d)

drawdowns under the Development Funding Facility and investment by
the Wholesale Acquisition Fund will be at the discretion of Crest which
may result in the Company’s future earnings being less than forecasted
in the event that Crest limits the availability of these facilities
(subsequent to completion of the proposed Acquisition).

Recommendations of Directors
The Directors do not have any personal interests in the outcome of the
Resolution and recommend that Shareholders vote in favour of the Resolution as
they consider the proposed issue of Consideration Shares to Crest Capital to be
in the best interests of Shareholders for the following reasons:
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2.5

(a)

after assessment of the advantages and disadvantages referred to in
Section 2.5; and

(b)

the Independent Expert has determined the issue of the Consideration
Shares to Crest Capital to be not fair but reasonable to the nonassociated Shareholders.

Independent Expert’s Report
The Independent Expert's Report prepared by RSM Bird Cameron Corporate Pty
Ltd sets out a detailed examination of the proposed Acquisition to enable nonassociated Shareholders to assess the merits and decide whether to approve
the issue of Consideration Shares and Crest Options to Crest Capital.
To the extent that it is appropriate, the Independent Expert’s Report sets out
further information with respect to the Acquisition and concludes that the issue
of the Consideration Shares and Crest Options to Crest Capital is not fair but
reasonable to the non-associated Shareholders.
Shareholders are urged to carefully read the Independent Expert’s Report to
understand the scope of the report, the methodology of the valuation and the
sources of information and assumptions made.

3.

RESOLUTIONS 2 & 3 – ISSUE OF DIRECTOR OPTIONS

3.1

General
The Company had previously resolved to grant Options to the Directors as an
incentive in their role as Directors of the Company. The grant of these Options was
approved at the Company’s last annual general meeting however, as they were
not actually granted during the required period, the authority to grant the
Options lapsed. The Company now seeks the approval of Shareholders to grant
the same number of Options to the Directors to complete the previous approved
grant.

3.2

Chapter 2E
For a public company, or an entity that the public company controls, to give a
financial benefit to a related party of the public company, the public company
or entity must:
(a)

obtain the approval of the public company’s members in the manner
set out in Sections 217 to 227 of the Corporations Act; and

(b)

give the benefit within 15 months following such approval,

unless the giving of the financial benefit falls within an exception set out in
Sections 210 to 216 of the Corporations Act.
The grant of the Options to the executive directors, Messrs David Somerville and
Robert Olde (Related Parties) constitutes giving a financial benefit.
It is the view of the Directors that the grant of the Options pursuant to this
Resolution constitutes reasonable remuneration in accordance with Section 211
of the Corporations Act. Accordingly, Shareholder approval is not sought under
Chapter 2E for the grant of these Options to the Related Parties.
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3.3

Shareholder Approval (ASX Listing Rule 10.11)
ASX Listing Rule 10.11 requires shareholder approval to be obtained where an
entity issues, or agrees to issue, securities to a related party, or a person whose
relationship with the entity or a related party is, in ASX’s opinion, such that
approval should be obtained unless an exception in ASX Listing Rule 10.12 applies.
Pursuant to and in accordance with ASX Listing Rule 10.13, the following
information is provided in relation to the proposed grant of the Options:
(a)

the related parties are Messrs Somerville and Olde. Mr Somerville and
Mr Olde are related parties by virtue of being Directors;

(b)

the maximum number of Options (being the nature of the financial
benefit being provided) to be granted to the Related Parties is:
(i)

2,000,000 Options to David Somerville; and

(ii)

2,000,000 Options to Robert Olde.

(c)

the Options will be issued to the Related Parties no later than 1 month
after the date of the Annual General Meeting (or such later date as
permitted by any ASX waiver or modification of the ASX Listing Rules)
and it is anticipated the Options will be issued on one date;

(d)

the Options will be issued for nil cash consideration, accordingly no
funds will be raised;

(e)

the terms and conditions of the Options are set out in Schedule 1;

Approval pursuant to ASX Listing Rule 7.1 is not required in order to issue the
Options to the Related Parties as approval is being obtained under ASX Listing
Rule 10.11. Accordingly, the issue of Options to the Related Parties will not be
included in the 15% calculation of the Company’s annual placement capacity
pursuant to ASX Listing Rule 7.1.
4.

ENQUIRIES
Shareholders are requested to contact the Company Secretary, on (+61 8) 9489
4444 if they have any queries in respect of the matters set out in these documents.
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GLOSSARY
$ means Australian dollars.
Acquisition means the acquisition by Crest Capital of a 51% interest in the Company on
the terms and conditions contained in the Agreement.
Acquisition Condition means the condition precedent to the Acquisition being the issue
of 51% of new capital in the Company to Crest Capital or its nominee.
Additional Crest Shares means those shares to be issued to Crest Capital in the event
that the NWR Convertible Note is converted, to be calculated in accordance with the
Convertible Note Conversion Formula.
Agreement means the binding loan agreement between Crest Capital and the
Company.
ASIC means the Australian Securities and Investments Commission.
ASX means ASX Limited.
ASX Listing Rules means the Listing Rules of ASX.
Agreement means the loan agreement between the Company and Crest Capital Asia
Pte Ltd dated 27 April 2012.
Board means the current board of directors of the Company.
BOQ means Bank of Queensland.
Business Day means Monday to Friday inclusive, except New Year’s Day, Good Friday,
Easter Monday, Christmas Day, Boxing Day, and any other day that ASX declares is not a
business day.
Company means Questus Limited (ACN 100 460 035).
Consideration Shares means those Shares contemplated by Resolution 1 (including the
Shares to be issued on exercise of the Options and conversion of the NWR Convertible
Note, as contemplated by Resolution 1).
Constitution means the Company’s constitution.
Corporations Act means the Corporations Act 2001 (Cth).
Crest Capital means Crest Capital Asia Pte Limited.
Crest Offer means the offer by Crest Capital to acquire a 51% interest in the Company in
consideration for providing the Working Capital Facility, the Development Funding
Facility and the Wholesale Acquisition Fund.
Development Funding Facility means the $20 million development funding facility to be
provided by Crest Capital to the Company under the terms of the Crest Offer.
Directors means the current directors of the Company.
Explanatory Statement means the explanatory statement accompanying the Notice.
Formula has the meaning given in section 1.5 of this Notice.
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General Meeting or Meeting means the meeting convened by the Notice.
Home means Home Building Society.
Impact means Impact Group QLD Pty Ltd.
Impact Convertible Note means the unsecured convertible note of $500,000 to be issued
to Impact, convertible at Impact’s discretion, expiring on 29 September 2012.
Impact Deed means the convertible loan deed between Impact and the Company.
Independent Expert means RSM Bird Cameron Corporate Pty Ltd.
Notice or Notice of Meeting or Notice of General Meeting means this notice of general
meeting including the Explanatory Statement and the Proxy Form.
NRAS means the National Rental Affordability Scheme.
NWR means the NWR Group Pty Ltd.
NWR Convertible Note means the $500,000 note, convertible to Shares at 10 cents per
share, with an interest rate of 10% per annum, expiring on 17 January 2014.
NWR Deed means the convertible loan deed between the Company and NWR.
Option means an option to acquire a Share with the terms and conditions set out in
Schedule 1.
Optionholder means a holder of an Option.
Parent Guarantee means the parent guarantee provided by the Company to BOQ over
the facilities.
Proxy Form means the proxy form accompanying the Notice.
QFML means Questus Funds Management Limited (ACN 111 325 556).
QLDF means Questus Land Development Funds.
QLDF Subsidiaries means subsidiaries of QLDF.
Resolution means the resolution set out in the Notice of Meeting.
Share means a fully paid ordinary share in the capital of the Company.
Shareholder means a holder of a Share.
Statutory Demand means the statutory demand issued by BOQ on the Company on 3
February 2012.
St George means St George Building Society.
Wholesale Acquisition Fund means the $100 million NRAS acquisition fund to be provided
by Crest Capital to the Company under the terms of the Crest Offer.
Working Capital Facility means the $10 working capital facility to be provided by Crest
Capital to the Company under the terms of the Crest Offer.
WST means Western Standard Time as observed in Perth, Western Australia.
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PROXY FORM
PROXY FORM
APPOINTMENT OF PROXY
QUESTUS LIMITED
ACN 100 460 035

GENERAL MEETING
I/We
of
being a member of Questus Limited entitled to attend and vote at the General Meeting,
hereby
Appoint
Name of proxy
OR

the Chair of the General Meeting as your proxy

or failing the person so named or, if no person is named, the Chair of the General Meeting, or the
Chair’s nominee, to vote in accordance with the following directions, or, if no directions have been
given, and subject to the relevant laws as the proxy sees fit, at the General Meeting to be held at
10.00am (WST), on 26 October 2012 at The Alan Bond America’s Cup Room, Royal Perth Yacht Club,
Australia II Drive, Crawley, Western Australia and at any adjournment thereof.
If the Chair of the General Meeting is appointed as your proxy, or may be appointed by
default, and you do not wish to direct your proxy how to vote as your proxy in respect of a
Resolution please place a mark in this box.
By marking this box, you acknowledge that the Chair of the General Meeting may exercise your proxy
even if he has an interest in the outcome of Resolution 2 and that votes cast by the Chair of the General
Meeting for this Resolution other than as proxy holder will be disregarded because of that interest. If you
do not mark this box, and you have not directed your proxy how to vote, the Chair will not cast your
votes on Resolution 2 and your votes will not be counted in calculating the required majority if a poll is
called on this Resolution.
If no directions are given, the Chair will vote in favour of all the Resolutions in which the Chair is entitled
to vote undirected proxies.
OR

Voting on Business of the General Meeting
FOR

AGAINST ABSTAIN

Resolution 1 – Approval of issue of shares and acquisition of a
relevant interest in the Company by Crest Capital Asia Pte Limited
Resolution 2 – Approval of issue of Options – David Somerville
Resolution 3 – Approval of issue of Options – Robert Olde

Please note: If you mark the abstain box for a Resolution, you are directing your proxy not to vote on the relevant
Resolution on a show of hands or on a poll and your votes will not to be counted in computing the required majority
on a poll.

%

If two proxies are being appointed, the proportion of voting rights this proxy represents is

Signature of Member(s):
______________________

Date:

Individual or Member 1

Member 2

Member 3

Sole Director/Company
Secretary

Director

Director/Company Secretary

Contact Name: ______________________________________ Contact Ph (daytime): ______________________________
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QUESTUS LIMITED
ACN 100 460 035
INSTRUCTIONS FOR COMPLETING ‘APPOINTMENT OF PROXY’ FORM
1.

(Appointing a Proxy): A member entitled to attend and cast a vote at a General
Meeting is entitled to appoint a proxy to attend and vote on their behalf at the
meeting. If the member is entitled to cast 2 or more votes at the meeting, the
member may appoint a second proxy to attend and vote on their behalf at the
meeting. However, where both proxies attend the meeting, voting may only be
exercised on a poll. The appointment of a second proxy must be done on a
separate copy of the Proxy Form. A member who appoints 2 proxies may specify
the proportion or number of votes each proxy is appointed to exercise. If a member
appoints 2 proxies and the appointments do not specify the proportion or number of
the member’s votes each proxy is appointed to exercise, each proxy may exercise
one-half of the votes. Any fractions of votes resulting from the application of these
principles will be disregarded. A duly appointed proxy need not be a member of
the Company.

2.

(Direction to Vote): A member may direct a proxy how to vote by marking one of
the boxes opposite each item of business. Where a box is not marked the proxy may
vote as they choose. Where more than one box is marked on an item the vote will
be invalid on that item.

3.

(Signing Instructions):
•

(Individual): Where the holding is in one name, the member must sign.

•

(Joint Holding): Where the holding is in more than one name, all of the
members should sign.

•

(Power of Attorney): If you have not already provided the Power of Attorney
with the registry, please attach a certified photocopy of the Power of
Attorney to this form when you return it.

•

(Companies): Where the company has a sole director who is also the sole
company secretary, that person must sign. Where the company (pursuant
to Section 204A of the Corporations Act) does not have a company
secretary, a sole director can also sign alone. Otherwise, a director jointly
with either another director or a company secretary must sign. Please sign
in the appropriate place to indicate the office held.

4.

(Attending the Meeting): Completion of a Proxy Form will not prevent individual
members from attending the General Meeting in person if they wish. Where a
member completes and lodges a valid Proxy Form and attends the General
Meeting in person, then the proxy’s authority to speak and vote for that member is
suspended while the member is present at the General Meeting.

5.

(Return of Proxy Form): To vote by proxy, please complete and sign the enclosed
Proxy Form and return by:
(a)

post to Questus Limited, P.O. Box 1533, Railway Road, Subiaco WA 6904; or

(b)

facsimile to the Company on facsimile number +61 8 9381 4963,

so that it is received not less than 48 hours prior to commencement of the Meeting.
Proxy forms received later than this time will be invalid.
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SCHEDULE 1 – OPTIONS TERMS AND CONDITIONS
The Options (Options) entitle the holder (Optionholder) to subscribe for Shares on the
following terms and conditions:
(a)

Each Option gives the Optionholder the right to subscribe for one Share.

(b)

The Options will expire on 30 November 2014 (Expiry Date). Any Option not
exercised before the Expiry Date will automatically lapse on the Expiry Date.

(c)

The amount payable upon exercise of each Option will be 10 cents (Exercise
Price).

(d)

The Options held by each Optionholder may be exercised in whole or in part, and
if exercised in part, multiples of 1,000 must be exercised on each occasion.

(e)

Subject to the satisfaction of any vesting conditions, an Optionholder may
exercise their Options by lodging with the Company, before the Expiry Date:
a written notice of exercise of Options specifying the number of Options being
exercised; and
(c)

a cheque or electronic funds transfer for the Exercise Price for the number
of Options being exercised;

(Exercise Notice).
(f)

An Exercise Notice is only effective when the Company has received the full
amount of the Exercise Price in cleared funds.

(g)

Within 10 Business Days of receipt of the Exercise Notice accompanied by the
Exercise Price, the Company will allot the number of Shares required under these
terms and conditions in respect of the number of Options specified in the Exercise
Notice.

(h)

The Options are not transferable.

(i)

All Shares allotted upon the exercise of Options will upon allotment rank pari
passu in all respects with other Shares.

(j)

The Company will not apply for quotation of the Options on ASX. However, the
Company will apply for quotation of all Shares allotted pursuant to the exercise of
Options on ASX within 10 Business Days after the date of allotment of those Shares.

(k)

If at any time the issued capital of the Company is reconstructed, all rights of an
Optionholder are to be changed in a manner consistent with the Corporations
Act and the ASX Listing Rules at the time of the reconstruction.

(l)

There are no participating rights or entitlements inherent in the Options and
Optionholders will not be entitled to participate in new issues of capital offered to
Shareholders during the currency of the Options. However, the Company will
ensure that for the purposes of determining entitlements to any such issue, the
record date will be at least 7 Business Days after the issue is announced. This will
give Optionholders the opportunity to exercise their Options prior to the date for
determining entitlements to participate in any such issue.

An Option does not confer the right to a change in exercise price or a change in the
number of underlying securities over which the Option can be exercised.
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ANNEXURE – INDEPENDENT EXPERT’S REPORT
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Questus Limited
Financial Services Guide and
Independent Expert’s Report

7 September 2012
We have concluded that the Proposed Transaction is NOT FAIR BUT REASONABLE to
shareholders not associated with the Proposed Transaction.
http://intranet/dir168/rsm/intranet/dvaultPP.nsf/d5c882431fda015f4825683500286691/c3d50d7f7e36ca5c48257a52003669cc/$FILE/1208+RSM
+BCC+report+template.dotx

RSM Bird Cameron Corporate Pty Ltd
8 St Georges Terrace Perth WA 6000
GPO Box R1253 Perth WA 6844
T +61 8 9261 9100 F +61 8 9261 9102
www.rsmi.com.au

Financial Services Guide
RSM Bird Cameron Corporate Pty Ltd ABN 82 050 508 024 (“RSM Bird Cameron Corporate Pty Ltd” or “we” or “us” or “ours”
as appropriate) has been engaged to issue general financial product advice in the form of a report to be provided to you.
In the above circumstances we are required to issue to you, as a retail client, a Financial Services Guide (“FSG”). This FSG is
designed to help retail clients make a decision as to their use of the general financial product advice and to ensure that we
comply with our obligations as financial services licensees.
This FSG includes information about:


who we are and how we can be contacted;



the services we are authorised to provide under our Australian Financial Services Licence, Licence No
255847;



remuneration that we and/or our staff and any associates receive in connection with the general financial
product advice;



any relevant associations or relationships we have; and



our complaints handling procedures and how you may access them.

Financial services we are licensed to provide
We hold an Australian Financial Services Licence, which authorises us to provide financial product advice in relation to:


deposit and payment products limited to:
(a)

basic deposit products;

(b)

deposit products other than basic deposit products.



interests in managed investments schemes (excluding investor directed portfolio services); and



securities (such as shares and debentures).

We provide financial product advice by virtue of an engagement to issue a report in connection with a financial product of
another person. Our report will include a description of the circumstances of our engagement and identify the person who has
engaged us. You will not have engaged us directly but will be provided with a copy of the report as a retail client because of
your connection to the matters in respect of which we have been engaged to report.
Any report we provide is provided on our own behalf as a financial services licensee authorised to provide the financial
product advice contained in the report.
General Financial Product Advice
In our report we provide general financial product advice, not personal financial product advice, because it has been prepared
without taking into account your personal objectives, financial situation or needs.
You should consider the appropriateness of this general advice having regard to your own objectives, financial situation and
needs before you act on the advice. Where the advice relates to the acquisition or possible acquisition of a financial product,
you should also obtain a product disclosure statement relating to the product and consider that statement before making any
decision about whether to acquire the product.

Benefits that we may receive
We charge fees for providing reports. These fees will be agreed with, and paid by, the person who engages us to provide the
report. Fees will be agreed on either a fixed fee or time cost basis.
Except for the fees referred to above, neither RSM Bird Cameron Corporate Pty Ltd, nor any of its directors, employees or
related entities, receive any pecuniary benefit or other benefit, directly or indirectly, for or in connection with the provision of
the report.
Remuneration or other benefits received by our employees
All our employees receive a salary.
Referrals
We do not pay commissions or provide any other benefits to any person for referring customers to us in connection with the
reports that we are licensed to provide.
Associations and relationships
RSM Bird Cameron Corporate Pty Ltd is beneficially owned by the partners of RSM Bird Cameron, a large national firm of
chartered accountants and business advisers. Our directors are partners of RSM Bird Cameron Partners.
From time to time, RSM Bird Cameron Corporate Pty Ltd, RSM Bird Cameron Partners, RSM Bird Cameron and / or RSM Bird
Cameron related entities may provide professional services, including audit, tax and financial advisory services, to financial
product issuers in the ordinary course of its business.
Complaints Resolution
Internal complaints resolution process
As the holder of an Australian Financial Services Licence, we are required to have a system for handling complaints from
persons to whom we provide financial product advice. All complaints must be in writing, addressed to The Complaints Officer,
RSM Bird Cameron Corporate Pty Ltd, P O Box R1253, Perth, WA, 6844.
When we receive a written complaint we will record the complaint, acknowledge receipt of the complaint within 15 days and
investigate the issues raised. As soon as practical, and not more than 45 days after receiving the written complaint, we will
advise the complainant in writing of our determination.
Referral to External Dispute Resolution Scheme
A complainant not satisfied with the outcome of the above process, or our determination, has the right to refer the matter to
the Financial Ombudsman Service (“FOS”). FOS is an independent company that has been established to provide free advice
and assistance to consumers to help in resolving complaints relating to the financial services industry.
Further details about FOS are available at the FOS website www.fos.org.au or by contacting them directly via the details set
out below.
Financial Ombudsman Service
GPO Box 3
Melbourne VIC 3001
Toll Free: 1300 78 08 08
Facsimile: (03) 9613 6399
Email:
info@fos.org.au

Contact Details
You may contact us using the details set out at the top of our letterhead on page 1 of this report.
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7 September 2012
The Directors
Questus Limited
884 Canning Highway
Applecross WA 6153

Dear Sirs

Independent Expert’s Report
1.

Introduction

1.1.

On 27 April 2012 Questus Limited (“Questus” or “the Company”) announced to the Australian Securities
Exchange (“ASX”) it had entered into a loan agreement (“Agreement”) with Crest Capital Asia Pte Limited
(“Crest”). The terms of the Agreement, subject to shareholder approval require Questus to issue new
ordinary shares and options in the Company which will result in Crest having a 51% undiluted and fully
diluted interest in the shares of Questus (“the Proposed Transaction”). The consideration for the
Proposed Transaction, is the provision of the following funding facilities to Questus:


A $10 million working capital facility (“Working Capital Facility”);



A $20 million development loan facility (“Development Funding Facility”) to provide funding to
allow Questus to develop National Rental Affordability Scheme (“NRAS” or “the Scheme”)
properties; and



A $100 million property acquisition fund (“Property Acquisition Fund”) to facilitate the direct
investment and acquisition by Crest of property developments with NRAS allocations.

This report has been prepared to accompany the Notice of General Meeting for the meeting of Questus
shareholders to be held on 26 October 2012 at which shareholder approval will be sought for the
following Resolution relating to the Proposed Transaction:
Resolution 1 – Approval of Issue of Shares and Acquisition of A Relevant Interest In The Company
By Crest Capital Asia Pte Limited
To consider and, if thought fit, to pass, with or without amendment, the following resolution as an ordinary
resolution:

RSM Bird Cameron
Corporate Pty Ltd
ABN 82 050 508 024
AFS Licence No 255847

Major Offices in:
Perth, Sydney,
Melbourne, Adelaide
and Canberra

RSM Bird Cameron Corporate Pty Ltd is beneficially owned by the Directors of RSM Bird
Cameron. RSM Bird Cameron is a member of the RSM network. Each member of the RSM
network is an independent accounting and advisory firm which practises in its own right. The
RSM network is not itself a separate legal entity in any jurisdiction.
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“That, for the purposes of Section 611 (Item 7) of the Corporations Act and for all other purposes,
approval is given for:
(a)

the issue of 47,280,852 Shares equalling 51% of the Company’s share capital to
Crest Capital Asia Pte Limited;

(b)

the grant of 9,981,429 Options to Crest Capital Asia Pte Limited and the issue of
9,981,429 Shares on the exercise of these Options;

(c)

the grant of 2,081,633 Options and the issue of 2,081,633 Shares on the exercise
of these Options, subject to the passing of Resolution 2;

(d)

the grant of 2,081,633 Options and the issue of 2,081,633 Shares on the exercise
of these Options, subject to the passing of Resolution 3;

(e)

the issue of the Additional Crest Shares to Crest Capital Asia Pte Limited in the
event that the NWR Convertible Note is converted, up to a maximum of 5,204,082
Shares; and

(f)

the acquisition of a relevant interest in the issued voting shares of the Company by
Crest Capital Asia Pte Limited in excess of the threshold prescribed by Section
606(1) of the Corporations Act,

on the terms and conditions set out in the Explanatory Statement accompanying this
Notice.”
1.2.

The Directors of Questus have requested that RSM Bird Cameron Corporate Pty Ltd (“RSMBC”), being
independent and qualified for the purpose, express an opinion as to whether Resolution 1 is fair and
reasonable to shareholders not associated with the Proposed Transaction (“the Non-Associated
Shareholders”).
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2.

Summary and Conclusion

2.1.

In our opinion, and for the reasons set out in Sections 11 and 12 of this report, the Proposed Transaction
is, and as such Resolution 1 is Not Fair but Reasonable for the Non-Associated Shareholders of
Questus.

Fairness
2.2.

The table below sets out a summary of our valuation of a share in Questus pre the Proposed Transaction
and immediately post the Proposed Transaction on an undiluted and fully diluted basis.
Value per
Share

Value of a Questus Share on an undiluted basis
Ref.

Low

High

Pre Proposed Transaction (Control Value) per share

9.30

$0.56

$0.60

Post Proposed Transaction (Minority Value) per share

10.25

$0.42

$0.45

Table 1: Assessed values of a Questus share pre and post the Proposed Transaction on an undiluted basis
Value per
Share

Value of a Questus Share on an fully diluted basis
Ref.

Low

High

Pre Proposed Transaction (Control Value) per share

9.38

$0.48

$0.51

Post Proposed Transaction (Minority Value) per share

10.31

$0.34

$0.36

Table 2: Assessed values of a Questus share pre and post the Proposed Transaction on a fully diluted basis

2.3.

We have assessed the fair value of a share in Questus pre the Proposed Transaction in the range of
$0.56 to $0.60 on an undiluted basis and $0.42 to $0.45 on a fully diluted basis, on a controlling basis.

2.4.

We have assessed the fair value of a share in Questus post the Proposed Transaction in the range of
$0.48 to $0.51 on an undiluted basis and $0.34 to $0.36 on a fully diluted basis, on a noncontrolling/minority basis.

2.5.

As our assessed fair value of a Questus share both on an undiluted and fully diluted basis is lower after
the Proposed Transaction than before, we consider the Proposed Transaction to be not fair to the NonAssociated Shareholders of Questus.

Reasonableness
2.6.

In determining whether the Proposed Transaction is reasonable for the Non-Associated Shareholders of
Questus, we have considered:


The future prospects of the Company if the Proposed Transaction does not proceed; and
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Any other commercial advantages and disadvantages to the Non-Associated Shareholders as a
consequence of the Proposed Transaction proceeding.

Future prospects of the Company if the Proposed Transaction does not proceed
2.7.

Questus has already drawn down $4.5 million under the Working Capital Facility provided by Crest. If the
Proposed Transaction is not approved by the Non-Associated Shareholders, a default under the Loan
Agreement entered into with Crest will be automatically triggered. If an event of default occurs, Questus
has 10 business days to remedy that default to the satisfaction of Crest. Failure to remedy the default will
result in $5.54 million becoming due and payable to Crest which comprises of the $4.5 million already
drawn by Questus under the Working Capital Facility plus an interest component of $1.04 million. Should
Questus be unable to make the repayment Crest has the ability to enforce its security under the Loan
Agreement.

2.8.

As at 30 June 2012, the Company had a cash balance of approximately $1.3 million. Thus Questus does
not currently have the financial capacity to make the repayment, nor is it likely that the Company would
have the time to put an alternative funding solution in place to provide the funds necessary to make the
repayment to Crest upon default.

2.9.

In summary, we consider it highly unlikely that Questus would be able to make the loan repayment should
the Non-Associated shareholder not approve the Proposed Transaction. Non repayment of the loan
provides Crest with the option to enforce its security under the loan agreement, which, dependent on the
terms of the general securities agreement, may provide Crest with the ability to appoint a controller or
receiver over Questus and Questus Funds Management Limited (“QFML”). Under this scenario Questus
would lose control over its assets and most notably the NRAS entitlements.

2.10.

The NRAS entitlements are forecast to be the key income stream of the Company over the next five
years. Were Questus to lose control of the NRAS entitlements this would have a significant detrimental
impact on the future earnings and the share price of the Company.

Advantages and disadvantages
2.11.

The key advantages of the Proposed Transaction are:
Advantage 1 – Avoids a demand for repayment from Crest for advances made to date under the Working
Capital Loan
If the Proposed Transaction is approved by the Non-Associated Shareholders, this will avoid Questus
defaulting on the Loan Agreement which would require Questus to repay the funds advanced under the
Working Capital Facility. As summarised above, we consider that Questus does not have the ability to
make the repayment and failure to do so could result in Crest enforcing its security, which may result in
Questus losing control over the NRAS entitlements.
Advantage 2 – Possible Improvement in Liquidity
If the Proposed Transaction is completed, Questus will be able to apply to the ASX for reinstatement to
the Official List, subject to the fulfilment of the ASX admission and quotation requirements. If this is
successful, Questus shareholders will have access to an open market to trade their shares. We note that
Questus shares have been suspended from trading since 7 February 2012.
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Advantage 3 – Diversification of earnings
If the Proposed Transaction is approved by the Non-Associated shareholders, the Company will have a
more diverse earnings base through the provision of property development activities.
Advantage 4 – Possible Future Dividend Stream
The Proposed Transaction recapitalises the Company and provides it with working capital funding
required to realise returns from the NRAS entitlements held by Questus Residential Investment Fund
(“QRIF”) and additional funding to generate new direct property development income streams. Subject to
the future levels of profitability and operating cash flows, the Company will have an enhanced ability to
pay dividends to shareholders as a result of the Proposed Transaction.
2.12.

The key disadvantages of the Proposed Transaction are:
Disadvantage 1 – Dilution of Shareholders’ Interests
The Proposed Transaction will result in diluting the current Non-Associated Shareholders interest in
Questus on an undiluted and fully diluted basis from 100% to 51%.
Disadvantage 2 – Loss of control and foregoing of future control premium
Should the Non-Associated Shareholders approve the Proposed Transaction, Crest will hold 51% of
Questus on an undiluted and fully diluted basis which will be acquired without paying a premium for
control. In addition shareholders may be foregoing any future control premium in any shares they
continue to hold in Questus in that the presence of a cornerstone shareholder such as Crest on the share
register may detract from the attractiveness of Questus as a takeover target.
Disadvantage 3 – Uncertainty over draw downs on the Development Funding Facility and Wholesale
Acquisition Fund
Draw downs under the Development Funding Facility and investment by the Wholesale Acquisition will be
at the discretion of Crest. Should Crest limit the availability of these facilities subsequent to completion of
the Proposed Transaction, the future earnings of the Company are likely to be less than those forecast
within Section 10 of this report.

Alternative Proposal
2.13.

On 3 February 2012, Bank of Queensland (“BOQ”) issued a statutory demand on the Company under the
terms of the parent guarantee Questus had put in place in relation to Questus Land Development Fund
(“QLDF”) debt funding with BOQ. The receivers of QLDF indicated that the debt of $13.5 million could be
settled for a payment of $7 million, with the Board of Directors determining that after allowing for costs of
$1 million, an amount of $8 million would satisfy the BOQ debt and retire the statutory demand against
the Company.

2.14.

The Board of Directors immediately sought alternatives to raise the required capital and a number of
opportunities were identified with three different parties presenting credible funding proposals
summarised as follows;
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An offer to acquire an interest of 76% of the equity of the Company for an amount of $8 million
(“Offer A”);



An offer to acquire a 50% interest in the Company for $5 million (“Offer B”); and



An offer by Crest to acquire a 51% interest in the Company in consideration for providing the
Working Capital and Development Funding Facilities and the Wholesale Acquisition Fund.

2.15.

The Board considered the merits of each offer and considered that the Crest offer was best placed to take
the Company forward and, whilst they recognised that the other two offers provided cash consideration
for the equity acquired, the Crest offer could provide for substantial future profits to be generated from the
Development Funding Facility and the Wholesale Acquisition Fund.

2.16.

The table below summarises the value of 100% of the equity and a share in Questus on a minority basis
implied by Offer A and Offer B, based on our assessment of the value of Questus pre the Proposed
Transaction.

Valuation of alternative offers

Offer A
Low
$000's

High
$000's

Offer B
Low
$000's

High
$000's

Value of 100% of Equity in Questus on a controlling basis

25,520

27,105

25,520

27,105

8,000

8,000

5,000

5,000

33,520

35,105

30,520

32,105

45,426,701

45,426,701

45,426,701

45,426,701

76%

76%

50%

50%

189,277,921

189,277,921

90,853,402

90,853,402

Value per share

$0.18

$0.19

$0.34

$0.35

Less 20% minority interest discount

(0.04)

(0.04)

(0.07)

(0.07)

Value per share on a minority interest basis

$0.14

$0.15

$0.27

$0.28

Consideration Offered
Total

Shares currently on issue
Percentage of shares acquired as part of offer
Total number of shares post transaction

Table 3: Analysis of other offers considered by the Board

2.17.

Our analysis indicates that the implied value of a Questus share under Offer A and Offer B on a minority
basis is less than our assessment of the fair value of a Questus share post the Proposed Transaction.
Therefore in our opinion we consider that the Proposed Transaction provides a greater benefit to the NonAssociated shareholders than either of the other Offer A or Offer B.

Conclusion on reasonableness of Proposed Transaction
2.18.

In our opinion, the position of the Non-Associated Shareholders if the Proposed Transaction is approved
is more advantageous than the position if it is not approved. Therefore, in the absence of any other
relevant information and/or a superior offer, we consider that the Proposed Transaction is reasonable for
the Non-Associated Shareholders of Questus.
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3.

Summary of Proposed Transaction

Rationale and background for the Proposed Transaction
3.1.

Questus Funds Management Limited (“QFML”) is a 100% subsidiary of the Company. QFML is the
Responsible Entity under the Managed Investments Act 1998, of the QLDF. QLDF is a managed
investment scheme established in 2005 with approximately 330 investors, which through its subsidiaries
has direct investments in development land. QLDF‟s primary objective is to generate returns for investors
through the investment and subdivision of development land. QMFL derives income for the Company
from management services provided to QLDF.

3.2.

As part of its normal business activities, Questus sought to arrange senior finance for the subsidiaries of
QLDF. During the period 2007-2008, Questus arranged finance on behalf of the QLDF‟s subsidiaries.
Two banks provided finance – St. George on two subsidiaries and Home Building Society (“Home”) on
two subsidiaries.

3.3.

In 2009, Home was taken over by the BOQ. Upon expiry of the finance facilities with Home, BOQ offered
to refinance, but only on the grounds that Questus provided a parent guarantee over the facilities
provided.

3.4.

In 2009-2010, upon expiry of the QLDF finance facilities, St George appointed receivers KordaMentha in
relation to two of the finance facilities and BOQ appointed receivers PPB Advisory in relation to the
remaining two facilities. The availability of debt financing to the Company was restricted and as a result,
attempts to refinance the finance facilities were unsuccessful.

3.5.

On 3 February 2012, BOQ issued a statutory demand on the Company under the terms of the Parent
Guarantee and Indemnity for the repayment of a loan of $13.5 million (“Statutory Demand”). The
Company engaged legal counsel to defend its position and was successful in delaying the process until
24 March 2012.

3.6.

At the time of the issuance of the Statutory Demand, the market capitalisation of the Company was
approximately $3 million. In addition, the Company had incurred consecutive trading losses for a number
of years. Whilst the Company had created a new product (the NRAS investment product) and was
beginning to gain substantial market share, the acceptance and the delivery of profits from this product
were not readily recognised by the market and the general market had not yet developed a confidence in
this product.

3.7.

The Board immediately sought alternatives in order to raise sufficient capital to negotiate a settlement
with BOQ. The receivers appointed by BOQ indicated that the debt of $13.5 million could be settled by
payment of an amount in excess of $7 million. The Board determined that with costs, an amount of $8
million would satisfy the BOQ debt and retire the Statutory Demand against the Company.

3.8.

Three possible opportunities were presented to the Company by three different parties:


Party A – An offer to acquire an interest of 76% of the equity in Questus for an amount of $8
million through the issue of new ordinary Questus shares;



Party B – An offer to acquire a 50% interest in the Company for $5 million through the issue of
new ordinary Questus shares; and



Party C – the offer by Crest to acquire 51% of the Company.
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3.9.

The Board considered the merits of each offer and the underlying value of each offer. Ultimately, the
Board determined that the Crest Offer was in the best interest of the shareholders of the Company and
was best placed to take the Company forward. The Board considered that, whilst the alternate offers
provided cash consideration for the equity acquired, the Crest Offer could provide for substantial future
profits to be generated from the Development Funding Facility and Wholesale Acquisition Fund.

3.10.

On 27 April 2012, the Company announced to the ASX that it had entered into the Agreement with Crest
for the recapitalisation of the Company. As a consequence of Crest‟s investment, agreement was
reached with the receivers, PPB Advisory and BOQ, that as a result of a sale of certain QLDF assets
which occurred in the intervening period between the issue of the Statutory Demand and settlement, BOQ
would accept a revised offer of $2.5 million in full and final settlement and the assignment of all debts and
securities to Questus. Questus drew down $4 million of the Working Capital Facility, which is provided by
Crest under the Proposed Transaction as summarised at paragraph 3.11 below, and remitted $2.5 million
of this to BOQ as full and final settlement of the Statutory Demand.

Overview of the Proposed Transaction
3.11.

The Proposed Transaction involves Questus issuing to Crest 47,280,852 ordinary Questus shares,
14,144,695 unlisted options, and up to an additional 5,204,082 Questus shares in the event that the NWR
Convertible Note is converted into Questus shares. The consideration for the Proposed Transaction will
be the provision of the following funding facilities;


The $10 million Working Capital Facility to provide Questus with the necessary short term
working capital and which allowed the Company to settle the Statutory Demand with BOQ;



The $20 million Development Funding Facility to provide funding to allow Questus to develop
NRAS properties; and



The $100 million Property Acquisition Fund to facilitate the direct investment and acquisition by
Crest of property developments with NRAS allocations.

3.12.

As at the date of this report, Questus has made draw down totalling $4.5 million on the $10 million
Working Capital Facility. The minimum draw down for subsequent withdrawals is $500,000.

3.13.

Further details on the opportunities these funding facilities provide Questus are summarised in Section 10
of this report.

3.14.

The key terms of the Proposed Transaction and the Working Capital and Development Funding Facilities
as set out in the Agreement are as follows:


Interest on the $10 million Working Capital Facility and the $20 million Development Loan Facility
is payable at 23% per annum. The principal drawn down on the Working Capital Facility and any
associated interest charge is payable within 12 months of the date on which the funds were
drawn. Interest charges on the Working Capital Facility are calculated at an annual rate of 23% of
the drawn down funds regardless of whether the principal is repaid early or not;



Drawdowns under the Development Financing Facility will be required to be approved on a
project by project basis by Crest;



Three of Crest‟s nominees are to be appointed to the board of Questus, bringing the total number
of Questus‟ board members to five;
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Questus has granted the following security to Crest;
o

A registered first mortgage over the property situated at Lot 9000, Burma Road, Baldivis
in the State of Western Australia owned by QLDF;

o

A general securities agreement where Questus has charged all of its real and personal
property to Questus, with this security interest to be registered with the Personal Property
Securities Register in favour of Crest; and

o

A general securities agreement where QFML has charged all of its real and personnel
property including the NRAS entitlements held by QFML as trustee for QRIF, with this
security interest to be registered with the Personnel Property Securities Register in
favour of Crest.

Impact of Proposed Transaction on the Capital Structure of Questus
3.15.

An analysis of Questus‟ capital structure both pre and post the Proposed Transaction is shown in the
table below.

Questus Shareholding structure pre and post
Proposed Transaction
Shares
#

Options
%

#

Shares issued upon
conversion of
Convertible Notes

Total Shares &
Options
%

#

%

#

%

Total securities
#

%

Pre Proposed Transaction
Non Associated Shareholders

45,426,701 100.0%

9,590,000

N/A

55,016,701 100.0%

-

N/A

55,016,701 100.0%

Total securities pre Proposed Transaction

45,426,701 100.0%

9,590,000

N/A

55,016,701 100.0%

-

N/A

55,016,701 100.0%

Non Associated Shareholders

45,426,701

49.0%

9,590,000

34.6%

55,016,701

45.7%

5,000,000

49.0%

60,016,701 45.9%

Crest Capital Asia Pte Ltd

47,280,852

51.0% 14,144,694

51.0%

61,425,546

51.0%

5,204,082

51.0%

66,629,628 51.0%

14.4%

4,000,000

3.3%

Post Proposed Transaction

Director options (Resolution 2 & 3)
Total securities post Proposed Transaction

-

N/A

4,000,000

92,707,553 100.0% 27,734,694 100.0%

120,442,247 100.0%

-

N/A

10,204,082 100.0%

4,000,000

3.1%

130,646,329 100.0%

Table 4: Questus Capital Structure Pre and Post Transaction (Source: Questus share register as at 25 May 2012 and Notice
of Meeting)

3.16.

Questus currently has 9,590,000 options on issue and will issue a further 14,144,694 options to Crest as
a result of the Proposed Transaction, and an additional 4,000,000 options are to be issued to directors
pursuant to Resolutions 2 and 3 of the Notice.

3.17.

Questus has two convertible notes on issue. The first was issued to Impact Group QLD Pty Ltd (“Impact”)
on 25 October 2011 and has a face value of $500,000, expiring on 29 September 2012 which is
convertible into Questus shares at Impact‟s discretion. Questus has repaid $250,000 of the convertible
note to Impact and has entered into an agreement, whereby Questus has agreed to purchase the
remaining $250,000 of the convertible note outstanding from Impact. Accordingly this will not increase the
share capital of the Company.

3.18.

The second convertible note was issued to NWR Group Pty Ltd (“NWR”) on 30 January 2012 with a face
value of $500,000, the conversion terms of which are as follows;
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Conversion price of 10 cents per share and a term of 24 months;



Shall be convertible into up to 5 million Questus shares;



Interest at 10% is accrued daily and is payable on the last day of each month; and



Conversion of the Note will be at the Note holder‟s sole discretion.

3.19.

The conversion of the NWR Convertible Note into shares in the Company would have a dilutive effect on
the interest of Crest and Crest‟s interest would fall below 51%. Therefore under the terms of the Proposed
Transaction the Company has agreed to issue to Crest up to an additional maximum 5,204,082 Questus
shares, in the event that the NWR Convertible Note is converted. This will ensure that Crest maintain a
51% interest in Questus on an undiluted and fully diluted basis. Should less than the $500,000 face value
of the NWR Convertible Note be converted into Questus shares, the number of additional shares to be
issued to Crest, will be reduced on a pro-rata basis to ensure that Crest maintains their 51% interest in
Questus.

3.20.

Should Non-Associated Shareholders approve the Proposed Transaction their interest in Questus will fall
from 100% pre the Proposed Transaction to 49% post the Proposed Transaction on both an undiluted
and fully diluted basis.
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4.

Purpose of this Report

Corporations Act
4.1.

Section 606(1) of the Corporations Act (“the Act”) provides that, subject to limited specified exemptions, a
person must not acquire a "relevant interest" in issued voting shares in a public company, if as a result of
the acquisition any person‟s voting power in the company would increase from 19.99% or below to 20%
or greater. In broad terms, a person has a "relevant interest" in shares if that person holds shares or has
the power to control the right to vote or dispose of shares. A person‟s voting power in a company is the
number of voting shares in which the person (and its associates) has a relevant interest holds compared
with the total number of voting shares in a company.

4.2.

Completion of the Proposed Transaction will result in Crest and its associated nominees having a
"relevant interest" in the Company of 51% and therefore in breach of Section 606(1) of the Act in the
absence of an applicable exception.

4.3.

Section 611, Item 7 of the Act provides an exemption to the rule noted in paragraph 4.1 above. Section
611, Item 7 allows a party (and its associates) to acquire a relevant interest in shares that would
otherwise be prohibited under section 606(1) of the Act if the proposed acquisition is approved in advance
by a resolution passed at a general meeting of the Company, and:
(i) no votes are cast in favour of the resolution by the proposed acquirer or respective associates; and
(ii) there was full disclosure to shareholders of all information that was known to the proposed acquirer
or its associates or known to the Company that was material to a decision on how to vote on the
resolution.

4.4.

Section 611 of the Act states that shareholders must be given all information that is material to the
decision on how to vote at the meeting. Regulatory Guide 111 Content of Experts Reports (“RG 111”)
issued by the ASIC advises the commissioning of an Independent Expert‟s Report in such circumstances
and provides guidance on the content.

Basis of Evaluation
4.1.

RG 111 provides ASIC‟s views on how an expert can help security holders make informed decisions
about transactions. Specifically, it gives guidance to experts on how to evaluate whether or not a
proposed transaction is “fair and reasonable”.

4.2.

RG 111 states that the expert report should focus on:


the issues facing the security holders for whom the report is being prepared; and



the substance of the transaction rather than the legal mechanism used to achieve it.
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4.3.

Where an issue of shares by a company otherwise prohibited under Section 606 is approved under item 7
of Section 611, and the effect on the company‟s shareholding is comparable to a takeover bid, RG 111
states that the transaction should be analysed as if it was a takeover bid.

4.4.

RG 111 applies the “fair and reasonable” test as two distinct criteria in the circumstance of a takeover
offer, stating:

4.5.

4.6.



A takeover offer is considered “fair” if the value of the offer price or consideration is equal to or
greater than the value of the securities that are the subject of the offer; and



A takeover offer is considered “reasonable” if it is fair or, where the offer is “not fair”, it may still be
“reasonable” if the expert believes that there are sufficient reasons for security holders to accept
the offer.

Consistent with the guidelines in RG 111, in determining whether the Proposed Transaction is “fair and
reasonable” to the Non-Associated Shareholders, the analysis undertaken is as follows:


A comparison of the fair value of an ordinary share in Questus prior to and immediately following
the Proposed Transaction, being the „consideration‟ for the Non-Associated Shareholders fairness; and



A review of other significant factors which the Non-Associated Shareholders might consider prior to
approving the Proposed Transaction - reasonableness.

In particular, we have considered the advantages and disadvantages of the Proposed Transaction in the
event that they proceed or do not proceed including:


The future prospects of the Company if the Proposed Transaction does not proceed; and



Any other commercial advantages and disadvantages to the Non-Associated Shareholders as a
consequence of the Proposed Transaction proceeding.
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5.

Profile of Questus

History
5.1.

Questus was incorporated in 2003. The principal activities of Questus are boutique funds management,
facilitation of capital raisings and as a participant in the State and Federal Government NRAS.

5.2.

Questus‟ primary focus is now earning revenue under the Federal Government NRAS.

NRAS Overview
5.3.

NRAS is a long term commitment by the Australian Government in partnership with the states and
territories, to invest in affordable rental housing.

5.4.

The Scheme, which commenced in 2008, aims to address the shortage of affordable rental housing by
offering financial incentives to the business sector and community organisations to build and rent
dwellings to low and moderate income households at a rate that is at least 20 per cent below the
prevailing market rates. NRAS aims to:

5.5.



increase the supply of new affordable rental housing;



reduce rental costs for low and moderate income households; and



encourage large-scale investment and innovative delivery of affordable housing

The financial incentive is income tax-free, indexed annually and complemented by existing taxation
arrangements including depreciation. It is paid annually to approved participants for each approved rental
dwelling which meets NRAS compliance requirements. The incentive currently comprises:


an Australian Government contribution of $7,486 per dwelling per year for up to 10 years as a
refundable tax offset or payment (not-for-profit organisations endorsed as charities by the Australian
Taxation Office can receive the contribution as a direct payment); and



a State or Territory Government contribution of $2,495 per dwelling per year for 10 years as a direct
payment or in-kind financial support, such as reduced stamp duty, land taxes or infrastructure
charges.

5.6.

Where the approved rental dwelling is first made available for rent part way through an NRAS year (1
May-30 April), a partial entitlement will be paid in both the first and the final NRAS year.

5.7.

As at the date of this report there have been four rounds of NRAS entitlement allocations made by the
government to various applicants. The government has issued approximately 35,000 NRAS entitlements,
of which 4,303 were allocated to Questus.

5.8.

The Australian Government is committed to stimulating the construction of 50,000 high quality homes and
apartments, providing affordable private rental properties for Australians and their families; therefore
approximately 15,000 NRAS entitlements are likely to be issued during the fifth round of NRAS
entitlement issues.

Current Questus NRAS Revenue
5.9.

The NRAS entitlements are issued to QFML and the entitlements are held within the QRIF.

5.10.

Questus currently earns NRAS revenue from the two following primary sources:


QRIF NRAS Upfront Fees; and



QRIF NRAS Annual Fees.
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5.11.

5.12.

NRAS Upfront Fees are fees that are payable to Questus when an NRAS property is sold. These fees are
derived under two Fee Models:


Fee Model 1: A property developer purchases the land, constructs the property and sells the
home with an NRAS entitlement. Questus has agreements with a number of developers to
provide the NRAS entitlement required for an upfront fee of between $5,000 to $10,000
dependent upon the particular agreement; and



Fee Model 2: Questus will act as broker for the investor and will arrange for the purchase of a
suitable block of land, organise the property development and charge the investor a commercial
facilitation fee based on a percentage of the gross sales price of the property as consideration for
the NRAS entitlement.

QRIF Annual Fees are fees which are payable to Questus by the property investor and are set at 5% of
the annual financial incentives received by the property investor. Incentives are currently $9,981 and are
indexed at the housing CPI. As the incentives are received by the property investor for a period of 10
years, QRIF annual fees will be received by Questus for 10 years following sale of the NRAS property.

Potential Questus Revenue If Proposed Transaction proceeds
5.13.

If the Proposed Transaction proceeds, NRAS revenue will continue to include QRIF NRAS Upfront Fees
and QRIF NRAS Annual Fees, but in addition to this income, NRAS income will also be earned from the
following two sources:


NRAS Property Acquisition Fund Income; and



NRAS Property Development Income.

5.14.

NRAS Property Acquisition Fund income relates to revenue that will be earned post the Proposed
Transaction where Questus will earn a margin from the sale of NRAS properties into the wholesale
acquisition fund of $100 million provided by Crest. It has been assumed that 124 properties will be sold
into the wholesale acquisition fund at a discount to the market price of between 5 and 15%. All properties
will be located in the Northwest of Western Australia in towns such as Broome, Karratha and South
Hedland. Questus will organise the land and property development and will receive a management fee at
commercial rates based on a percentage of the discounted sales price of these properties.

5.15.

NRAS Development Income relates to income that will be derived from the sale of NRAS properties that
are constructed by Questus. Questus will construct these properties in the Perth metropolitan area and in
the North West of Western Australia. Projects in the Perth metropolitan area will be funded by Questus,
Crest and a Primary Lender. The estimated combined interest rate on funding provided by Crest and a
Primary Lender is 17.5%. Properties in the North West will be funded by Crest and a Primary Lender.
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Group Structure
5.16.

The Questus Group structure is set out in the figure below:

Figure 1: Questus Group Structure
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Directors
5.17.

5.18.

The Questus Board of Directors is currently comprised of the following members:


DJ Somerville

Executive Chairman



RW Olde

Executive Director



M Oteri

Executive Director

We set out below a brief summary of the relevant experience of the Questus Board of Directors:
DJ Somerville (Executive Chairman) – David has a background as a Certified Practising Accountant with
considerable experience in capital raising, business development and property development over 25 years. David
was a senior partner with a large Western Australian accounting practice, where he was responsible for a large
number of clients across a broad range of industries, through the provision of accounting, taxation and management
services. David was the founding director and shareholder of Questus Group in 2003.

Robert Olde (Executive Director) – Robert studied commerce at Murdoch University and holds a Diploma in
Financial Planning. Robert is a member of the Australian Institute of Management and also holds a certificate of
registration as a Real Estate and Business Sales Representative from the Real Estate Institute of Western Australia.

Maurice Oteri (Executive Director) – Maurice joined the Questus board on 21 May 2012 as a Crest nominee in
relation to the Proposed Transaction. Maurice has accumulated a wealth of SME and Corporate experience over the
last 30 years as owner manager of numerous enterprises and consultant to others across a broad range of industries.
Maurice‟s qualifications include a MBA in International Business; China Program, Juris Doctor (JD), Diploma of
Business Administration and Graduate Diploma of Legal Practice which he collectively applies as an unrestricted
legal practitioner within Western Australia with Robertson Hayles Lawyers and to the benefit of Crest.

Capital Structure
5.19.

As at the date of this report, the Company had 45,426,701 ordinary shares on issue, of which 60.2% were
held by the top 5 shareholders as summarised in the table below.
Number of
Shares

%

Number of
Options
%

Total
Number of
Securities

%

Top 5 Shareholders
Questus Capital Group Pty Ltd
NWR Group Pty Ltd

15,130,715

33.3

5,000,000

52.1

20,130,715

36.6

5,000,000

11.0

-

-

5,000,000

9.1

-

3,729,544

6.8

Westrade Resources Pty Ltd

3,729,544

8.2

-

Ms Cherice Rae Huntley

2,500,000

5.5

-

-

2,500,000

4.5

Milsop Pty Ltd

1,000,000

2.2

-

-

1,000,000

1.8

Total Top 5

27,360,259

60.2

5,000,000

52.1

32,360,259

58.8

Other Ordinary Shareholders
Total ordinary shares on issue as
at 25 May 2012

18,066,442

39.8

4,590,000

47.9

22,656,442

41.2

45,426,701

100.0

9,590,000

100.0

55,016,701

100.0

Table 5: Questus Capital Structure as at 25 May 2012 (Source: Questus share register 25 May 2012)
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5.20.

Questus currently has 9.59 million unlisted options on issue. These are made up the following:


4.59 million unlisted options were issued on 14 January 2011 with an exercise price of $0.05 and
an expiry date of 13 January 2014; and



5 million unlisted options were issued to Questus Capital Group Pty Ltd on 29 November 2007
with an exercise price of $0.50.

Share Price and Performance
5.21.

Questus‟ shares have been in suspension from trading on the ASX since 7 February 2012. The daily
closing price and volume of Questus shares traded for the 12 month period up to 28 May 2012 is set out
in the table below:

Questus 12 Month Stock Price Chart
0.16

250,000

0.14
200,000

Price $

0.1

150,000

0.08

100,000

0.06

Daily volume traded

0.12

0.04
50,000
0.02
0

0

Table 6: Questus 12 Month Share Price volume Chart up to 28 May 2012 (Source: Bloomberg)

5.22.

There has been no trade in Questus‟ shares since 18 November 2011. Over the period from 31 May 2011
up until the last trade, shares in Questus have traded in the range of a high of $0.135 achieved on 27
June 2011 to a low of $0.051 achieved on 31 May 2011. Volumes traded have been low with a total of
2,169,197 shares traded over the period representing 4.78% of the total shares on issue.

5.23.

Significant announcements made by Questus during the past 12 months include:


30 September 2011 – Questus announced the issue of a convertible note to Impact Group Qld
Pty Ltd for $500,000.
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3 October 2011 – Questus announced that a private share placement for $1,000,000 was being
made to NWR Group Pty Ltd.



31 October 2011 – The quarterly report showed a negative operating cash flow of $162,000.



7 February 2012 – Questus announced that its securities had been suspended from official
quotation.



11 April 2011 – Questus announced that they had been granted a further 849 NRAS entitlements.



14 August 2012 – Questus announces market update in regard to Proposed Transaction.



31 August 2012 – Issue of preliminary financial report.
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Statement of Financial Position
5.24.

The unaudited financial position of Questus as at 30 June 2012 and the audited financial position as at 30
June 2011 are set out in the table below. This information has been sourced from the audited financial
statements of Questus for the year ended 30 June 2011 and the Questus‟ preliminary financial report for
the year ended 30 June 2012, lodged with the ASX on 31 August 2012.

30-Jun-12
Unaudited
$

30-Jun-11
Audited
$

1,305,014
2,977,271
85,175
4,367,460

1,072,421
857,200
51,040
1,980,661

22,233
94,167
1,724,716
29,833
2,517,036
4,387,985

789,996
3,075,762
2,127,312
11,937
2,528,847
8,533,854

8,755,445

10,514,515

945,555
4,859,147
77,822
5,882,524

1,395,852
1,452,525
48,916
2,897,293

500,000
6,106
506,106

402,598
4,274
406,872

Total liabilities

6,388,630

3,304,165

NET ASSETS

2,366,815

7,210,350

19,106,370
107,130
(16,846,685)
2,366,815

18,606,370
107,130
(11,503,150)
7,210,350

Questus Limited
Financial Position
ASSETS
Current assets
Cash and cash equivalents
Trade and other receivables
Other Assets
Total current assets
Non-current assets
Financial Assets
Trade & Other Receivables
Deferred Tax Asset
Property, plant & equipment
Intangible assets
Total non-current assets

Ref

5.26

5.27
5.28

Total assets
LIABILITIES
Current liabilities
Trade and other payables
Interest Bearing Liabilities
Provisions
Total current liabilities

5.29
5.30

Non-current liabilities
Deferred Tax Liabilities
Interest Bearing Liabilities
Provisions
Total non-current liabilities

5.30

EQUITY
Issued Capital
Reserves
Accumulated Losses
Total Equity

Table 7: Questus Statement of Financial Position
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5.25.

As at 30 June 2012, the Company had net assets of $2,366,815, net tangible liabilities of $150,221 and a
working capital deficit (current assets less current liabilities) of $1,515,064.

5.26.

The trade and other receivables balance of $2,977,271 is comprised mainly of trade debtors of
$1,182,169, the first mortgage over QLDF 2 which was purchased from Bank of Queensland for
$2,500,000 million which has been impaired to $1,500,000 and other receivables of $295,102.

5.27.

The deferred tax asset of $1,724,716 primarily relates to the recognition of deferred tax assets in relation
to tax losses carried forward.

5.28.

The intangible assets balance relates predominantly to goodwill generated on the acquisitions of QFML
and Questus Capital Solutions Pty Ltd.

5.29.

The trade and other payables balance of $945,555 is comprised mainly of trade creditors and accruals of
$444,160, interest payable of $169,193 and other payables of $332,202.

5.30.

A breakdown of the current and non-current interest bearing liabilities of Questus as at 30 June 2012 is
shown in the table below:

As at
30-Jun-12
$
Crest Drawdown
Impact Convertible Note
Insurance funding
Total current

NWR Convertible Note
Total non-current
Total interest bearing liabilities

4,500,000
250,000
109,147
4,859,147
500,000
500,000
5,359,147

Table 8: Questus Interest Bearing Liabilities at 30 June 2012

Statement of Financial Performance
5.31.

The unaudited financial performance of Questus for the year ended 30 June 2012, and the audited
financial performance for the years ended 30 June 2011 and 30 June 2010 is set out in the table below.
The information has been sourced from the audited financial statements of Questus for the year ended 30
June 2011 and the Questus‟ preliminary financial report for the year ended 30 June 2012, lodged with the
ASX on 31 August 2012.
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Actual
Year ended
30-Jun-12
$
2,072,525
10,701
18,151
88,000
5,163
300,000
2,008
718
58,304
2,555,570

Actual
Year ended
30-Jun-11
$
1,003,745
8,000
201,946
483,145
208,743
22,396
259,804
26,300
2,214,079

1,257,925
2,387,551
1,847,286
1,638,526
7,131,288

1,013,018
391,300
1,735,716
3,140,034

49.2%
64.1%
279.0%

45.8%
78.4%
141.8%

EBITDA
EBITDA %

(4,575,718)
-179.0%

(925,955)
-41.8%

Depreciation & Amortisation
EBIT
EBIT %

20,661
(4,596,379)
-179.9%

17,054
(943,009)
-42.6%

Net interest expense
Net Profit Before Tax

(202,112)
(4,798,491)

(41,179)
(984,188)

-187.8%

-44.5%

Questus Limited
Financial performance
NRAS Income
Warrant Revenue
Commission Income
Project Management Fees
Management Fees
Other income
Sundry Income
Trust Distribution
Recovery of Expenses
Recovery of Loans
Total Revenue
Expenses
Employee Benefits Expense
Impairment of Assets
Bad Debts
Other Expenses
Total expenses
Employee Benefits %
Other expenses %
Total expenses %

Net Profit %

Ref.
5.33

5.34

5.35
5.36

Table 9: Questus Statement of Financial Performance
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5.32.

EBITDA for the year ended 30 June 2012 was a loss of $4,575,718. This was primarily due to a bad debt
expense of approximately $1.85 million, and the impairment of receivables and financial assets totalling
$2.39 million. Excluding the asset impairment and write-offs, adjusted EBITDA for the year ended 30
June 2012 is a loss of approximately $341,000.

5.33.

NRAS income relates to upfront fees collected on the sale of an NRAS property and annual fees based
on 5% of the NRAS entitlements received by the investor. A detailed description of NRAS Income is
outlined in Paragraph 9.8.

5.34.

Profit on the sale of assets of $300,000 represents the sale of a Port Rockingham Marina Unit for
$600,000 which cost $300,000.

5.35.

The impairment of assets expense relates predominantly to a provision for doubtful debts raised in
relation to a QLDF loan, impairment of the Links Ridge debenture and a Provision for doubtful debts
raised against the Links Ridge interest receivable.

5.36.

The bad debts expense relates predominantly to a provision for doubtful debts raised against Secombe
Gardens, a provision for doubtful debts raised against FRSL and a write off of invoices issued to the
QLDF given the entity is currently in administration.
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6.

Profile of Crest

Overview
6.1.

Crest Capital Partners was set up by Mr Peter Chan in 2004 as an interim vehicle to take over a private
equity fund (“Baring Communications Equity Asia-Pacific Pte Ltd”) which he set up earlier for the ING
Group and led as Managing Director since 1996. He subsequently restructured the business under Crest
Capital Asia and new fund management mandates were originated whilst the activities of Crest Capital
Partners were being wound down. Crest is regarded as a boutique regional alternative investing firm that
specializes in the small to medium capitalization enterprise businesses. Crest‟s focus is on proven
entrepreneur-managed businesses in China and the ASEAN countries, especially those with intellectual
properties, knowledge assets or monetizable franchises.

6.2.

Crest is based in Singapore and currently manages over US$1 billion of investor funds. Crest‟s
investments in Australia include retirement housing and NRAS real estate development sectors. Its
registered business address is 50 Raffles Place, Singapore Land Tower, Singapore. The managing
director of Crest is Mr Chan. Its investment principals are Glendon Tan and Stephen Goh.
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7.

Profile of the Residential Property Operators and Developers Industry in Australia

7.1.

According to research by producer of industry reports IBIS World (“IBIS”), the residential property industry
in Australia has grown by approximately 1.5% per year between 2007 and 2012. Current industry
revenues stand at around $29.1 billion and profits are around $6.2 billion.

7.2.

In the future, the industry will go through some minor hardship before renewed success. The interest rate
shock has had a greater than expected effect, with consumer sentiment being strongly affected by cost
issues such as the carbon tax. However, fundamentally positive economic conditions such as
employment and income levels will remain positive, which will promote long-term growth. Increased
access to finance, further population growth and the relative shortage of residential accommodation are
expected to further accelerate residential property demand. This growth in demand is likely to be reflected
in property and rental value increases during the next five years. As a result, IBIS estimates industry
revenue will grow by an average annualised rate of about 0.7% over the five years between 2012 and
2017 to reach $30.1 billion.

7.3.

IBIS suggests that the key drivers of performance within the residential property industry in Australia
include:

7.4.



10 Year Bond Rate – Interest rates directly affect investor‟s returns and also affect demand for
rental accommodation and property acquisition;



Real household disposable income – Disposable income levels determine the level of rental or
mortgage repayments. This influences the size, location and type of property purchased or
rented;



Population aged 18 or older – People tend to leave home once they have finished either school
or university, and thus this drives the number of households, which influences the demand for
residential accommodation;



Total number of dwellings – The total number of dwellings indicates the supply of housing
currently available to potential home buyers and renters. As dwellings continue to increase, their
ability to satisfy demand is dependent on how quickly the population grows, along with what type
of dwellings are constructed; and



Housing affordability – Housing affordability refers to the ease at which first home buyers are
able to purchase a home. Changes in housing affordability affect demand for home purchases
and rental accommodation.

We consider the primary success factors for entities operating in the residential property industry to be as
follows:


Understanding government policies and their implications – A good understanding of the
landlord/tenant legislation and government approval regulations and processes is required for
success. Understanding tax legislation and financial markets, and an ability to negotiate
favourable borrowing facilities is crucial;



Financial structure of the Company – A strong balance sheet and access to funds allows
companies to respond to changing economic conditions;



Good project management skills – The effective management of assets and tenants enables
landlords to maintain high occupancy rates;



Carrying out all necessary maintenance to keep facilities in good condition – Property
investors should monitor the state of the property and ensure maintenance; and
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7.5.

7.6.

Market research and understanding – The thorough analysis of economic, demographic and
property market conditions provides companies with an overview of the industry, allowing them to
effectively target opportunities and manage slowing economic conditions.

The barriers to entry in Questus‟ industry are considered low and steady as any Australian citizen,
company or fund can purchase residential property for investment purposes. We consider the barriers to
entry to include:


Entry costs – This includes the costs associated with financing and acquiring property assets as
well as the initial marketing, development, advertising and research expenses. Direct investment
in prime property assets requires significant financial resources and often prevents new entrants
establishing themselves;



Zoning regulations – Typically controlled by the local governing body, zoning regulations are
universal. Each local council usually has different rules and regulations regarding zoning. Zoning
controls the physical development of land, thus determining which uses may be allocated to each
property site. Besides restricting land and building uses, zoning laws may also regulate the
dimensional requirements and the density of a development and therefore can limit the
availability of suitable land for development; and



Planning Approvals – The Council of Australian Governments, in this context, has developed a
national performance measurement system to assess each state and territory‟s development
assessment system. Its initial findings at the beginning of 2011 highlight that most planning
approvals on large residential projects in New South Wales and Victoria are officially late.

Growth in demand is likely to occur as a result of solid economic and financial conditions, and steady
population growth, but raised interest rates and lowered housing affordability due to restricted housing
supply will lead to more conservative action from consumers. IBIS forecasts industry revenue will grow
from $29.1 billion in 2011-12 to $30.1 billion in 2016-17, representing annualised growth of 0.7%. Profit
levels are expected after the events of the global financial crisis to stay consistent particularly with major
developers as expectations of market recovery have become more subdued, and thus are not seeking
revenue and profit maximisation via speculative activity, creating greater stability in profit levels.
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8.

Valuation Approach

Basis of Valuation
8.1.

The valuations in this report have been prepared on the basis of the price that would be negotiated in an
open and unrestricted market between a knowledgeable and willing, but not anxious buyer and a
knowledgeable and willing, but not anxious seller, acting at arm‟s length.

Valuation Methodologies
8.2.

8.3.

In assessing the fairness of the Proposed Transaction we have considered a range of valuation
methodologies. RG 111 proposes that it is generally appropriate for an expert to consider using the
following methodologies:


the discounted cash flow (“DCF”) method and the estimated realisable value of any surplus assets;



the application of earnings multiples to the estimated future maintainable earnings or cash flows
added to the estimated realisable value of any surplus assets;



the amount which would be available for distribution on an orderly realisation of assets;



the quoted price for listed securities; and



any recent genuine offers received.

We consider that the valuation methodologies proposed by RG 111 can be split into three valuation
methodology categories as follows:


Market Based Methods;



Income Based Methods; and



Asset Based Methods.

Market Based Methods
8.4.

Market based methods estimate the fair market value by considering the market value of a company‟s
securities or the market value of comparable companies. Market based methods include:


The quoted price for listed securities; and



Industry specific methods.

8.5.

The recent quoted price for listed securities method provides evidence of the fair market value of a
company‟s securities where they are publicly traded in an informed and liquid market.

8.6.

Industry specific methods usually involve the use of industry rules of thumb to estimate the fair market
value of a company and its securities. Generally rules of thumb provide less persuasive evidence of the
fair market value of a company than other market based valuation methods because they may not
account for company specific risks and factors.
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Income Based Methods
8.7.

Income based methods include:


Capitalisation of maintainable earnings; and



Discounted cash flow (“DCF”).

8.8.

The capitalisation of earnings methodology is generally considered a short form DCF, where an
estimation of the Future Maintainable Earnings (“FME”) of the business, rather than a stream of cash
flows is capitalised based on an appropriate capitalisation multiple. Multiples are derived from the
analysis of transactions involving comparable companies and the trading multiples of comparable
companies.

8.9.

The DCF technique has a strong theoretical basis, valuing a business on the net present value of its
future cash flows. It requires an analysis of future cash flows, the capital structure and costs of capital and
an assessment of the residual value or the terminal value of the company‟s cash flows at the end of the
forecast period.

Asset Based Methods
8.10.

Asset based methodologies estimate the fair market value of a company‟s securities based on the
realisable value of its identifiable net assets. Asset based methods include:


orderly realisation of assets method;



liquidation of assets method; and



net assets on a going concern basis.

8.11.

The value achievable in an orderly realisation of assets is estimated by determining the net realisable
value of the assets of a company which would be distributed to security holders after payment of all
liabilities, including realisation costs and taxation charges that arise, assuming the company is wound up
in an orderly manner. This technique is particularly appropriate for businesses with relatively high asset
values compared to earnings and cash flows.

8.12.

The liquidation of assets method is similar to the orderly realisation of assets method except the
liquidation method assumes that the assets are sold in a shorter time frame.

8.13.

The net assets on a going concern method estimates the market values of the net assets of a company
but unlike the orderly realisation of assets method it does not take into account realisation costs. Asset
based methods are appropriate when companies are not profitable, a significant proportion of the
company‟s assets are liquid, or for asset holding companies.

Selection of valuation methods
8.14.

We are of the opinion that the most appropriate methodology to value Questus both pre and post the
Proposed Transaction is the DCF methodology due to the following factors;


Questus has a history of loss making and inconsistent earnings making the capitalisation of
earnings method inappropriate;
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Questus shares have been suspended from trading since 7 February 2012 and our analysis
indicates that there has been a very low level of liquidity in the trading of Questus shares, thus we
consider the quoted market price for Questus‟ securities not to be appropriate for assessing the fair
value of a Questus share;



Questus‟ future earnings are dependent on a new product being the NRAS entitlements;



Questus‟ future earnings in relation to the NRAS entitlements are finite, thus making the discounted
cash flow methodology appropriate; and



Should shareholders approve the Proposed Transaction this will create the opportunity for new
income streams which are forecast to generate varying levels of returns over future periods.

8.15.

In addition we have cross checked our primary method of valuation by comparing the implied
capitalisation multiple to the capitalisation multiples of a cross section of comparable companies.

8.16.

We have assessed the fair value of a Questus share pre the Proposed Transaction on a controlling basis
and the fair value of a Questus share post the Proposed Transaction on a minority basis to reflect the fact
that as a result of approving the Proposed Transaction the Non-Associated Shareholders are
relinquishing control of Questus to Crest.
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9.

Valuation of a Questus Share Prior to the Proposed Transaction

9.1.

The primary method we have used to assess the fair value a Questus share pre the Proposed
Transaction is the discounted cash flow method. The discounted cash flow method estimates the fair
value by discounting the future cash flows of the business to their Net Present Value (“NPV”). We have
cross checked our primary method by comparing the implied Enterprise Value (“EV”)/Earnings Before
Interest Tax and Depreciation (“EBITDA”) ratio in our valuation to the current EV/EBITDA ratios of a list of
comparable companies.

DCF valuation
9.2.

9.3.

Utilisation of the DCF valuation methodology requires the determination of the following:


Future cash flows of Questus;



An appropriate discount rate to be applied to those future cash flows to discount them to their present
value; and



An assessment of the fair value of net debt and any surplus assets.

Our consideration of each of these factors is presented below.

Future cash flows
9.4.

9.5.

The directors of Questus have prepared a detailed 15 year cash flow model for Questus for the period 1
July 2012 to 30 June 2027 (“the Questus Model”). We have reviewed the Questus Model and the material
assumptions which underpin it and made certain adjustments to arrive at an adjusted model (“Questus
Adjusted Model”) to provide an assessment of the fair value of Questus and a share in Questus both pre
and post the Proposed Transaction. These adjustments relate primarily to the following areas:


Discount rate;



Working capital requirements; and



Funding structure.

Our review of the Questus Model has involved.


Analysing the Questus Model to confirm its integrity and mathematical accuracy;



Reviewing the reasonableness of the assumptions adopted in the Questus Model such as the
revenue, capital expenditure, operating expenditure, inflation and taxation, and discussing these
assumptions with Questus management and Directors; and



Preparing our own Questus Adjusted Model
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9.6.

We have not undertaken a review of the cash flow forecasts or the Questus Model in accordance with
Australian Auditing Standard AUS 804 „The Audit of Prospective Financial Information‟ and do not
express an opinion on the reasonableness of the assumptions and their achievability. However, nothing
has come to our attention as a result of our procedures to suggest that the assumptions on which the
forecasts are based have not been prepared on a reasonable basis.

Key assumptions
9.7.

We set out the key assumptions used in the Questus Adjusted Model:

Revenue
9.8.

9.9.

Revenue is derived from the following primary sources:


NRAS Upfront Fees; and



NRAS Annual Fees.

NRAS Upfront Fees – these are fees that are payable to Questus when a property is constructed under
the NRAS scheme using one of Questus‟ NRAS entitlements. Questus derives fees from their NRAS
entitlements under two fee models as follows;


Fee model 1: A property developer purchases the land, constructs the property and sells the
home with an NRAS entitlement. Questus has agreements with a number of developers to
provide the NRAS entitlement required for an upfront fee of between $5,000 to $10,000
dependant on the particular agreement; and



Fee model 2: Questus will act as broker for the investor and will arrange for the purchase of a
suitable block of land, organises the property development and charge the investor a commercial
facilitation fee based on a percentage of the gross sales price of the property as consideration for
the NRAS entitlement.

9.10.

Questus has currently been granted 4,303 NRAS entitlements out of a total of approximately 35,000
NRAS entitlements granted to date throughout Australia in 4 rounds by the Federal Government. The
forecast assumes that Questus successfully generates upfront fees on the remaining 3,700 of the 4,303
which it has yet to allocate to NRAS properties under the above arrangements.

9.11.

The Federal Government has committed to issuing a total 50,000 NRAS entitlements under the scheme,
th
with the remaining 15,000 entitlements expected to be issued in 2013 in a final 5 round of allocation. All
properties constructed under the NRAS scheme have to be completed by the end of 2016. The cash flow
forecasts assume that Questus will receive a further 2,000 of the total 15,000 NRAS entitlements based
on the share of entitlements they have received during previous issues.

9.12.

Each round of NRAS entitlements have an expiry date and properties must be constructed by this date or
Questus will lose the entitlement. The forecasts assume that Questus successfully uses all its
entitlements and as such that the last NRAS Upfront Fee is received in August 2016.
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9.13.

NRAS Annual Fees – These fees are payable to Questus by the property investor and are fixed at a rate
of 5% of annual incentives received by the property investor. Incentives are currently $9,981 per annum
and are indexed at housing CPI. Incentives are received by the property investor under the NRAS
scheme for a period of 10 years, thus it has been assumed that NRAS Annual Fees will be received by
Questus for 10 years following the sale of their last NRAS entitlement. It has been assumed that NRAS
annual fees will continue to be received up to 2027 and housing CPI has been assumed at a rate of 4.5%
per annum.

9.14.

The table below sets a summary of the revenue projections by financial year.

2013

2014

2015

2016

2017

2018

2019

$

$

$

$

$

$

$

Revenue
NRAS - Upfront Fees

9,555,700

19,437,200

17,625,000

18,290,000

1,040,000

-

-

NRAS - Annual Fees

412,839

1,023,067

1,855,368

2,777,731

3,543,085

3,919,880

4,096,275

72,000

72,000

72,000

72,000

-

-

-

10,040,539

20,532,267

19,552,368

21,139,731

4,583,085

3,919,880

4,096,275

Other Inflows
Total Revenue

Table 10: Questus Revenue Projections

2020

2021

2022

2023

2024

2025

2026

2027

$

$

$

$

$

$

$

$

Revenue
NRAS - Upfront Fees

-

-

-

-

-

-

-

-

NRAS - Annual Fees

4,270,054

4,374,579

4,462,422

4,243,758

3,515,912

2,453,086

1,260,733

323,012

-

-

-

-

-

-

-

-

4,270,054

4,374,579

4,462,422

4,243,758

3,515,912

2,453,086

1,260,733

323,012

Other Inflows
Total Revenue

Table 11: Questus Revenue Projections Continued
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Expenses Up To 30 June 2016
9.15.

The Table below summarises a breakdown of the forecast expenses for Questus for the period 1 July
2012 through to 30 June 2016.
2013

2014

2015

2016

$

$

$

$

Expenses
Accounting and Audit

(89,175)

(93,634)

(98,315)

Advertising and Marketing

(25,776)

(27,244)

(28,818)

(30,457)

Commission and Brokerage

(267,977)

(282,704)

(298,229)

(314,609)

Consulting

(116,476)

(122,928)

(129,725)

(136,894)

Depreciation

(35,667)

(38,667)

(38,667)

(38,667)

Filing Fees

(23,383)

(24,552)

(25,779)

(27,068)

Insurance

(148,987)

(157,213)

(165,881)

(175,019)

Legal Costs

(123,012)

(129,809)

(136,978)

(144,544)

Office Costs

(71,648)

(75,639)

(79,842)

(84,286)

Printing, Stationery and Stamps

(21,478)

(22,746)

(24,048)

(25,452)

(214,027)

(256,057)

(270,129)

(284,963)

(55,113)

(58,200)

(61,452)

(64,887)

(7,650)

(8,097)

(8,652)

(9,228)

(2,027,508)

(2,150,014)

(2,257,515)

(2,370,391)

(94,677)

(99,921)

(105,453)

(111,292)
(24,877)

Rent and Outgoings
RO, Trustee Fees and Compliance
Shareholder Maintenance and Meetings
Staffing Costs
Travel and Entertainment
Sundry Expenses

(103,231)

(21,012)

(22,230)

(23,526)

Interest

(826,690)

(61,035)

(61,104)

(61,104)

Contingency

(124,678)

(131,566)

(138,832)

(146,497)

(4,205,757)

(3,668,621)

(3,854,630)

(4,050,234)

Total Expenses

Table 12: Questus Expense Projections

9.16.

Major expenses up to 30 June 2016 include the following:


Rent & Outgoings;



Staffing Costs;



Interest;



Insurance; and



Commission & Brokerage.

9.17.

Rent & Outgoings – from October 2012 this expense is estimated to be $20,000 per month inflated at 5%
per annum.

9.18.

Staffing Costs – Questus expects to employee 19 staff members. The salary expense for the 2013
financial year is estimated to be approximately $2.05 million and is inflated at 5%. On-costs are assumed
to be 15%.

9.19.

The insurance expense is forecast to be approximately $12,000 per month inflated at 5% per annum.
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9.20.

The commission and brokerage expense is forecast to be approximately $21,500 per month inflated at
5% per annum, these represent internal staff commissions and bonuses.
Expenses Post 30 June 2016

9.21.

9.22.

As set out in paragraph 9.12, it has been assumed that all NRAS Upfront Fees will have been collected
by August 2016 following the allocation of all Questus NRAS entitlements. Post this period Questus‟
income stream will solely be the NRAS Annual Fees. It has been assumed that expenses can be
significantly reduced from this point onwards, given the significant reduction in the administration activities
of Questus, the only expenses that will remain up to 2027 include:


Accounting & Audit Fees;



Consulting Fees;



Insurance;



Printing, Stationery & Stamps;



Trustee Fees & Compliance; and



Travel & Entertainment.

Total operating expenses for Questus are forecast to be approximately $1.06 million for FY 2017 and it is
assumed that they will increase by 5% per annum thereafter until the final NRAS Annual Fees have been
collected in 2027.
Taxation

9.23.

A taxation rate of 30% has been assumed being the rate of corporate tax in Australia.
Working Capital

9.24.

Trade debtors balance has been assumed at 46% of revenue based on the trade debtor balance at 30
June 2012 compared with annual revenue for the year ended 30 June 2012. The trade payables balance
has been assumed at 15% based on the trade payables and accruals balance at 30 June 2012 compared
operating expenses for the year ended 30 June 2012.

9.25.

Based on the above assumptions we have reflected the cash flow attributable to the movement in working
capital in our valuation.
Capital expenditure

9.26.

Capital expenditure has been estimated at $100,000 for the 2013 financial year in relation to Questus
moving into a new office. From the 2013 financial year onwards, capital expenditure has been estimated
at $20,000 per annum in relation to IT upgrades and replacements.
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Terminal value
9.27.

Questus‟ primary source of income is that generated from upfront fees and annual trailing fees generated
from the allocation of the NRAS entitlements they control. Given that under current government policy the
total number of NRAS entitlements is capped at 50,000 and that the trailing commissions to flow to
Questus have a finite life of 10 years post the allocation of an entitlement to an investor, the future cash
flows of Questus are finite thus we have not included a terminal value in our valuation.

Discount Rate
9.28.

The discount rate we have selected allows for both the time value of money and the risks attached to
future cash flows. In addition it is a nominal discount rate on the basis that the forecasts prepared by
Questus take consideration of inflation. The applicable discount rate is the likely rate of return an acquirer
of Questus would require.

9.29.

We have calculated the discount rate utilising the weighted average cost of capital (“WACC”)
methodology which incorporates the Capital Asset Pricing Model (“CAPM”).We have assessed an
appropriate WACC to assess the fair value of a Questus share pre the Proposed Transaction to be in the
range of 17.5% and 19.3%. A detailed assessment of how we have arrived at this WACC is set out at
Appendix 4 of this report.

Valuation of 100% of the equity of Questus and a share in Questus on an undiluted and controlling basis
pre the Proposed Transaction
9.30.

RSMBCC has estimated the fair value of 100% of the equity of Questus pre the Proposed Transaction to
be in the range of $25,520,000 to $27,105,000, which equates to a fair value per share on an undiluted
controlling basis of $0.56 to $0.60 as summarised in the table below.

Valuation of a Questus share pre the Proposed Transaction on an undiluted basis
Discount rate (Post tax WACC)

Ref

Low

High

19.3%

17.5%

$000's

$000's

29,109

30,694

Enterprise Value of Questus

9.31

Plus: surplus assets

9.34

1,500

1,500

Less: Net Debt

9.36

(5,089)

(5,089)

25,520

27,105

45,426,701

45,426,701

$0.56

$0.60

Value of 100% of Equity in Questus on a controlling basis

Number of shares on issue pre Proposed Transaction
Value per share pre Proposed Transaction on an undiluted basis

3.15

Table 13: Valuation of a Questus share pre the Proposed Transaction on an undiluted basis

DCF assessment of the enterprise value of Questus
9.31.

Based on the assumptions set out above using the discounted cash flow methodology we have assessed
the enterprise value of Questus to be in the range of $29,109,000 to $30,694,000. A copy of the cash
flows used in deriving the enterprise value of Questus are set out at Appendix 5.
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9.32.

We have then made adjustments to the enterprise value to reflect the fair value of any surplus assets of
Questus and the net debt of Questus to assess the value of the equity of Questus and a share in Questus
pre the Proposed Transaction.
Valuation of Surplus Assets

9.33.

Surplus assets are assets that do not contribute to the operating cash flows of the core business and
which can be disposed of without impacting on future operating earnings. The value of these surplus
assets, net of any realisation costs and tax payable on realisation, should be added to the value of the
company or business.

9.34.

Based upon a review of the financial position of Questus as at 30 June 2012 and discussions with
management and the Board the only surplus asset we have identified are the loans receivable from QLDF
subsidiaries. These were assigned to Questus as a result of the settlement of the Statutory Demand with
BOQ, and have a face value of $2,500,000. The Board has informed us that they have been in discussion
with the administrator of QLDF and based on the discussions and their assessment of the value of the
remaining land held by QLDF they expect to recover $1,500,000 of the loans, and as such the loan has
been impaired to $1,500,000 as at 30 June 2012. Based on the Board‟s assessment we have assumed
that value of surplus assets is $1,500,000.
Valuation of Net Debt

9.35.

The net debt we have identified comprises cash less current and non-current borrowings. We have
accepted that the book values of each of these items as disclosed in Questus‟ preliminary financial report
for the year ended 30 June 2012 as reflecting the fair value of these assets and liabilities.

9.36.

In assessing the fair value of Questus pre the Proposed Transaction we have deducted net debt of
$5,089,000 as summarised in the table below.
As at
30-Jun-12
$000's
Cash and cash equivalents

1,305

Plus interest component on Crest Drawdown

(1,035)

Crest Drawdown

(4,500)

NWR Convertible Note

(500)

Impact Convertible Note

(250)

Insurance funding

(109)

Net debt

(5,089)
Table 14: Assessment of net debt

9.37.

In our assessment of the fair value of net debt we have also included an adjustment of $1,035,000, which
represents the interest calculated at a rate of 23% which is payable on the $4.5 million drawn down on
the Working Capital Facility provided by Crest as this interest under the terms of the Agreement is
payable regardless of when the debt is repaid.
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Valuation of a share in Questus on a fully diluted and controlling basis pre the Proposed Transaction
9.38.

RSMBCC has estimated the fair value of a share in Questus on a fully diluted controlling basis in the
range of $0.48 to $0.51 as summarised in the table below.

Valuation of a Questus share pre the Proposed Transaction on a fully diluted basis
Discount rate (Post tax WACC)

Low
Ref

High

19.3%

17.5%

$000's

$000's
27,105

Value of 100% of Equity in Questus

9.30

25,520

Addback convertible loan notes

9.40

500

500

Plus proceeds from exercise of options

9.39

2,730

2,730

28,750

30,335

Value of Questus on a fully diluted basis

Number of shares on issue pre Proposed Transaction

3.15

45,426,701

45,426,701

Number of options on issue pre Proposed Transaction

9.39

9,590,000

9,590,000

Number of shares issued upon conversion of convertible notes

9.40

5,000,000

5,000,000

60,016,701

60,016,701

$0.48

$0.51

Fully diluted number of shares on issue pre Proposed Transaction

Value per share pre Proposed Transaction on a fully diluted basis

Table 15: Valuation of a Questus share pre the Proposed Transaction on an undiluted basis

Impact of options
9.39.

In assessing the value of a Questus share on a fully diluted basis we have reflected the exercise of the
Company‟s 9,590,000 options and the funds to be raised by this exercise which would be approximately
$2,730,000.
Impact of convertible notes

9.40.

We have also reflected the 5,000,000 shares which would be issued upon conversion of the NWR
Convertible Note and as such added back a $500,000 reduction in debt, being the face value of the
convertible notes. No adjustment has been made in relation to the $250,000 convertible note currently
held by Impact, as the Company, has reached an agreement with Impact to purchase the convertible note
and accordingly this will not increase the share capital of the Company.

Valuation Cross Check – Implied EV/EBITDA ratio
9.41.

We set out in Appendix 5 a summary of the forward EV/EBITDA ratios of a list of broadly comparable
companies to Questus. This information has been sourced from third party information provider Capital IQ
as at 6 September 2012.

9.42.

Our assessment of the enterprise value of Questus pre the Proposed Transaction based on the forecast
EBITDA of Questus of $6,698,000 in FY13 implies an EV/EBITDA multiple in the range of 4.3 to 4.6. This
compares to the forward EV/EBIT ratios of comparable companies selected which range from 6.0 to 14.9,
with an average of 10.1 and a median of 10.2.
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9.43.

We note that our valuation implies a significantly lower trading multiple than the comparable listed peers.
This is likely to reflect the fact that the comparable peers are much larger than Questus and larger
companies tend to trade at much larger multiples. Furthermore our valuation of Questus is performed on
the basis that the Company‟s operation (NRAS) has a finite life and as such we would expect it to trade at
a lower multiple than its comparable listed peers. On this basis the implied EV/EBITDA ratio implied by
our valuation and as such our valuation of Questus does not appear unreasonable.
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10.

Valuation of a Questus Share Post the Proposed Transaction

10.1.

The primary method we have used to assess the fair value a Questus share post the Proposed
Transaction is the discounted cash flow method. The discounted cash flow method estimates the fair
value by discounting the future cash flows of the business to their NPV. We have cross checked our
primary method by comparing the implied EV/EBIT ratio in our valuation to the current EV/EBIT ratios of a
list of comparable companies.

DCF Valuation
10.2.

The directors of Questus have prepared a detailed 15 year cash flow model for Questus for the period 1
July 2012 to 30 June 2027 which reflects a forecast of the cash flows to be generated after reflecting the
impact of the Proposed Transaction (“the Questus Post Transaction Model”). The Questus Post
Transaction Model is a direct replica of the Questus Model but incorporates additional assumptions to
reflect the impact of the Proposed Transaction, most notably these include;


Reflection of new income streams to be generated by Questus as a result of access to the
Development Funding and investment by Crest in NRAS property through the Wholesale Acquisition
Fund; and



Additional costs to be incurred by Questus relating to the new income streams.

Future cash flows
10.3.

10.4.

We have reviewed the Questus Post Transaction Model and the material assumptions which underpin it
and made certain adjustments to arrive at an adjusted model (“Questus Adjusted Post Transaction
Model”) to provide an assessment of the fair value of Questus and a share in Questus post the Proposed
Transaction. These adjustments primarily related to the following areas;


Discount rate;



Working capital requirements; and



Funding structure.

Our review of the Questus Adjusted Post Transaction Model has involved:


Analysing the Questus Post Transaction Model to confirm its integrity and mathematical accuracy;



Reviewing the reasonableness of the assumptions adopted in the Questus Post Transaction Model
such as the revenue, capital expenditure, operating expenditure, inflation and taxation, and
discussing these assumptions with Questus management and Directors; and



Preparing our own Questus Adjusted Post Transaction Adjusted Model
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10.5.

We have not undertaken a review of the cash flow forecasts or the Questus Model in accordance with
Australian Auditing Standard AUS 804 „The Audit of Prospective Financial Information‟ and do not
express an opinion on the reasonableness of the assumptions and their achievability. However, nothing
has come to our attention as a result of our procedures to suggest that the assumptions on which the
forecasts are based have not been prepared on a reasonable basis.

Key assumptions
10.6.

We set out the key assumptions used in the Questus Adjusted Post Transaction Model as follows:

Revenue
10.7.

NRAS Upfront Fees and NRAS Annual Fees will be derived in the same value as discussed and
summarised in paragraphs 9.9 and 9.13.

10.8.

Should shareholders approve the Proposed Transaction, the Directors anticipate that the provision of the
Development Funding Facility and the Property Acquisition Fund will create the following new income
streams for Questus:

10.9.



NRAS Property Acquisition Fund Income; and



NRAS Property Development Income.

The $100 million NRAS Property Acquisition Fund will result in Crest investing up to $100 million in NRAS
properties. It has been assumed that 124 NRAS properties will be sold to the Property Acquisition Fund,
and Questus will project manage the construction of these properties which will involve the sourcing of
the land and property developer.

10.10. It has been assumed that the properties will be sold to the Property Acquisition Fund at a discount to the
market price of between 5% and 15%. All properties will be located in the Northwest of Western Australia
in towns such as Broome, Karratha and South Hedland. For facilitating the project management of the
property acquisitions Questus will receive a management fee which will be equal to the difference
between the construction cost and the price at which they are sold to the Property Acquisition Fund. Total
management fees generated from the Property Acquisition Fund are forecast to be $15.97 million.
10.11. The Development Funding Facility will be used by Questus to provide funding for Questus to act as a
developer of NRAS properties. Questus has identified a number of development sites, whereby they will
purchase the land and engage a builder to construct NRAS properties in the Perth metropolitan area and
in the North West of Western Australia and then on sell them to third party investors and thus derive a
profit on the sale.
10.12. It has been assumed that projects located in the Perth metropolitan area will be funded by approximately
one third equity to be provided by Questus which will be generated from operating cash flows, one third
from the Development Funding Facility provided by Crest and a remaining third from debt from a primary
lender. It is assumed that properties in the North West will be funded 50% through the Development
Funding Facility provided by Crest and 50% from debt provided by a primary lender. Annual interest rates
of 12% have been assumed on the primary lending and 23% on the Development Funding Facility,
however these interest costs have been removed in our valuation as we have assessed the fair value of
Questus both pre and post the Proposed Transaction by discounting the pre interest cash flows by an
appropriate WACC to their present value.
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10.13. Forecast margins generated on these property developments vary significantly due to location and size.
Expected margins on the gross forecast sales price approximate commercial margins. of the gross
forecast sales price. Net income forecast to be earned on the construction of these properties after
reflecting construction costs, land purchase, selling and consulting costs is $40.5 million up to FY 2016.
10.14. We set out a summary of the forecast NRAS Property Acquisition Fund Income and NRAS Property
Development Income in the table below.

2013

2014

2015

2016

$

$

$

$

NRAS Property Acquisition Fund

10,250,000

5,722,500

-

-

Development Profits

6,518,096

12,425,384

14,499,384

7,037,315

Total Additional Revenue

16,768,096

18,147,884

14,499,384

7,037,315

Additional Revenue Post Transaction

Table 16: Questus Post Transaction Revenue Projections

Expenses Up To 30 June 2016
10.15. The following expenses have been included in addition to those reflected in our valuation of a share pre
the Proposed Transaction;


Staffing Costs are expected to rise by approximately $200,000 to represent the cost of an
additional executive director to be provided by Crest.

10.16. The NRAS Property Development Income is recorded as a net figure and all direct costs such as land
selling fees, consulting fees and construction have been reflected through the income line.
10.17. It has been assumed that there will be no additional overhead costs in relation to the NRAS Property
Development Income and NRAS Property Acquisition Income.
Expenses Post 30 June 2016
10.18. Expenses post 30 June 2016 are assumed to be the same as those assumed in our assessment of the
fair value of Questus share pre the Proposed Transaction as summarised in paragraph 9.10.
Taxation
10.19. A taxation rate of 30% has been assumed being the rate of corporate tax in Australia.
Working Capital
10.20. As per the assumption used in our assessment of the value of Questus pre the Proposed Transaction,
see paragraph 9.24 for further detail.
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Capital expenditure
10.21. As per the assumption used in our assessment of the value of Questus pre the Proposed Transaction,
see paragraph 9.26 for further detail.

Terminal value
10.22. Questus‟ primary source of income is that generated from upfront fees and annual trailing fees generated
from the allocation of the NRAS entitlements they control. Given that at present under current government
policy the total number of NRAS entitlements is capped at 50,000 and that the trailing commissions to
flow Questus have a finite life of 10 years post the allocation of an entitlement to an investor, the future
cash flows of Questus are finite thus we have not included a terminal value in our valuation.
Discount Rate
10.23. The discount rate we have selected allows for both the time value of money and the risks attached to
future cash flows. In addition it is a nominal discount rate on the basis that the forecasts prepared by
Questus take consideration of inflation. The applicable discount rate is the likely rate of return an acquirer
of Questus would require.
10.24. We have assessed an appropriate WACC to assess the fair value of a Questus share post the Proposed
Transaction to be in the range of 19.1% and 20.8%. A detailed assessment of how we have arrived at this
WACC is set out at Appendix 4 of this report.
Valuation of a share in Questus on an undiluted and minority basis post the Proposed Transaction
10.25. RSMBCC has estimated the fair value of a share in Questus on an undiluted controlling basis in the range
of $49,520,000 to $51,708,000, which equates to a fair value per share on an undiluted minority basis of
$0.42 to $0.45 as summarised in the table below.
Valuation of a Questus share post the Proposed Transaction on an undiluted basis
Discount rate (Post tax WACC)

Ref

Low

High

19.1%

20.8%

$000's

$000's

53,109

55,297

Enterprise Value of Questus

10.26

Plus: surplus assets

10.28

1,500

1,500

Less: Net Debt

10.29

(5,089)

(5,089)

49,520

51,708

92,707,553

92,707,553

$0.53

$0.56

($0.11)

($0.11)

$0.42

$0.45

Value of 100% of Equity in Questus on a controlling basis post Proposed Transaction
Number of shares on issue post Proposed Transaction

3.15

Value per share post Proposed Transaction on a controlling basis undiluted

Less: Minority discount 20%
Value per share on a minority basis undiluted

10.30

Table 17: Valuation of a Questus share post the Proposed Transaction on an undiluted basis
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DCF assessment of the enterprise value of Questus
10.26. Based on the assumptions set out above using the discounted cash flow methodology we have assessed
the enterprise value of Questus to be in the range of $53,109,000 to $55,297,000. A copy of the cash
flows used in deriving the enterprise value of Questus post the Proposed Transaction is set out at
Appendix 5.
10.27. We have then made adjustments to the enterprise value to reflect the fair value of any surplus assets of
Questus, the net debt of Questus and a portfolio discount to assess the value of a share in Questus post
the Proposed Transaction on a minority basis.
Valuation of Surplus Assets
10.28. We have assessed the value of surplus assets at $1,500,000 as per our assessment pre the Proposed
Transaction set out at paragraph 9.34.
Valuation of Net Debt
10.29. We have assessed the value of net debt at $5,089,000 as per our assessment pre the Proposed
Transaction set out at paragraph 9.36.
Portfolio Discount
10.30. Should the Non-Associated Shareholders approve the Proposed Transaction they will relinquish control of
Questus, therefore we have applied a discount to the assessed controlling value of Questus post the
Proposed Transaction of 20% to assess the value of a Questus share post the Proposed Transaction on
a minority basis. The applied discount is based on the analysis contained in RSM Bird Cameron‟s 2010
control premium study which implied that minority discounts in Australian shares historically have been in
the range of 17% to 23%.
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Valuation of a Questus share on a fully diluted, minority basis post the Proposed Transaction
10.31. RSMBCC has estimated the fair value of a share in Questus on a fully diluted minority basis post the
Proposed Transaction in the range of $0.34 to $0.36 as summarised in the table below.
Valuation of a Questus share post the Proposed Transaction on a fully diluted basis
Discount rate (Post tax WACC)

Ref

Low

High

19.1%

20.8%

$000's

$000's

Value of 100% of Questus on a controlling basis post the Proposed Transaction

10.25

49,520

51,708

Addback convertible loan notes

10.33

500

500

Plus proceeds from exercise of options

10.32

Value of Questus on a fully diluted basis

6,387

6,387

56,407

58,595

Number of shares on issue post Proposed Transaction

3.15

92,707,553

92,707,553

Number of options on issue post Proposed Transaction

10.32

27,734,692

27,734,692

Number of shares issued upon conversion of convertible notes

10.33

10,204,082

10,204,082

130,646,327

130,646,327

$0.43

$0.45

($0.09)

($0.09)

$0.34

$0.36

Fully diluted number of shares on issue pre Proposed Transaction
Value per share on a control basis fully diluted
Less: Minority discount 20%
Value per share on a minority basis undiluted

Table 18: Valuation of a Questus share post the Proposed Transaction on a fully diluted basis

Impact of options
10.32. In addition to reflecting the exercise of Questus‟ current options on issue we have reflected the exercise
of the 14,144,692 options which will be issued to Crest as a result of the Proposed Transaction and the
$6,387,000 proceeds raised on exercise.
Impact of convertible notes
10.33. In assessing the value of a Questus share on a fully diluted basis post the Proposed Transaction, we
have reflected the reduction in debt of $500,000, and the issue of 10,204,082 shares which would occur if
the NWR Convertible Note was converted into Questus Shares. This comprises of the 5,000,000 which
would issue to the note holder, and the additional 5,204,082 shares which would be issued to Crest under
the terms of the Proposed Transaction, as summarised at paragraph 3.19.
Valuation Cross Check – Implied EV/EBIT ratio
10.34. We set out in Appendix 5 a summary of the forward EV/EBITDA ratios of a list of broadly comparable
companies to Questus. This information has been sourced from third party information provider Capital IQ
as at 6 September 2012.
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10.35. Our assessment of the enterprise value of Questus post the Proposed Transaction based on the forecast
EBITDA of Questus of $23,181,000 in FY13 implies an EV/EBITDA multiple in the range of 2.3 to 2.4.
This compares to the forward EV/EBIT ratios of comparable companies selected which range from 6.0 to
14.9, with an average of 10.1 and a median of 10.2.
10.36. We note that our valuation implies a significantly lower trading multiple than the comparable listed peers
and below the implied multiples of our pre Proposed Transaction valuation. This is likely to reflect the fact
that the comparable peers are much larger than Questus and larger companies tend to trade at much
larger multiples. Furthermore our valuation of Questus is the basis that the Company has a finite life and
as such we would expect it to trade at a lower multiple than its comparable listed peers. In addition out of
the $23,181,000 of EBITDA forecast to be earned by Questus in FY13, $10,250,000 relates to income
which is forecast to be generated as a result of investments made by the Crest Property Acquisition which
is one off in nature and income will only be derived from this source for a period of two years, excluding
this income implies an EV/EBITDA multiple in our valuation of 4.1 to 4.3 which is comparable to our pre
Proposed Transaction valuation.
10.37. On this basis the implied EV/EBITDA ratio implied by our valuation and as such our valuation of Questus
does not appear unreasonable.
Sensitivities
10.38. The tables below set out an assessment of the fair value of a Questus share both pre and post the
Proposed Transaction, on an undiluted and fully diluted basis, after reflecting, a sensitivity analysis for a
30% reduction in the volume of NRAS entitlements delivered by Questus, compared to the number of
entitlements set out in Table 10 and Table 11 assuming all other variables are unchanged.
Valuation of a Questus share After 30% reduction in NRAS
Entitlements Volume on an undiluted basis
Discount rate (Post tax WACC)

Enterprise Value of Questus
Plus: surplus assets

Pre Transaction

Post Transaction

Low

High

Low

High

19.3%

17.5%

20.8%

19.1%

$000's

$000's

$000's

$000's

19,695

20,905

43,597

45,467

1,500

1,500

1,500

1,500

Less: Net Debt

(5,089)

(5,089)

(5,089)

(5,089)

Value of 100% of Equity in Questus on a controlling basis

16,106

17,316

40,008

41,878

45,426,701

45,426,701

92,707,553

92,707,553

$0.35

$0.38

$0.43

$0.45

Less: Minority discount 20%

N/A

N/A

-$0.09

-$0.09

Value per share on a controlling basis Post Transaction

N/A

N/A

$0.35

$0.36

Number of shares on issue pre Proposed Transaction
Value per share on a controlling basis undiluted

Table 19: Valuation of a Questus share on an undiluted basis reflecting a 30% reduction in NRAS entitlements delivered
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Valuation of a Questus share After 30% reduction in NRAS
Entitlements Volume on a Fully Diluted Basis
Discount rate (Post tax WACC)

Value of 100% of Questus on a controlling basis post the
Proposed Transaction
Addback convertible loan notes

Pre Transaction

Post Transaction

Low

High

Low

High

19.7%

17.8%

21.3%

19.4%

$000's

$000's

$000's

$000's

16,106

17,316

40,008

41,878

500

500

500

500

2,730

2,730

6,387

6,387

19,336

20,546

46,895

48,765

Number of shares on issue post Proposed Transaction

45,426,701

45,426,701

92,707,553

92,707,553

Number of options on issue post Proposed Transaction

9,590,000

9,590,000

27,734,692

27,734,692

Number of shares issued upon conversion of convertible notes
Fully diluted number of shares on issue pre Proposed
Transaction

5,000,000

5,000,000

10,204,082

10,204,082

60,016,701

60,016,701

130,646,327

130,646,327

$0.32

$0.34

$0.36

$0.37

N/A

N/A

($0.07)

($0.07)

N/A

N/A

$0.29

$0.30

Plus proceeds from exercise of options
Value of Questus on a fully diluted basis

Value per share on a control basis fully diluted
Less: Minority discount 20%
Value per share on a controlling basis Pre Transaction and
minority basis Post Transaction

Table 20: Valuation of a Questus share on a fully diluted basis reflecting a 30% reduction in NRAS entitlements delivered

10.39. The sensitivity analysis tables shown above indicate that after reflecting a 30% reduction in the number of
NRAS entitlements in our DCF valuation of Questus, the fair value of a Questus share on a controlling
basis pre the Proposed Transaction is still greater than the fair value of Questus share post the Proposed
Transaction on a minority basis under this scenario.
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11.

Is the Proposed Transaction Fair

11.1.

Our assessed values of a Questus share prior to and immediately after the Proposed Transaction, on an
undiluted and fully diluted basis are summarised in the tables below.
Value per
Share

Value of a Questus Share on an undiluted basis
Ref.

Low

High

Pre Proposed Transaction (Control Value) per share

9.30

$0.56

$0.60

Post Proposed Transaction (Minority Value) per share

10.25

$0.42

$0.45

Table 21: Assessed values of a Questus share pre and post the Proposed Transaction on an undiluted basis

Value per
Share

Value of a Questus Share on an fully diluted basis
Ref.

Low

High

Pre Proposed Transaction (Control Value) per share

9.38

$0.48

$0.51

Post Proposed Transaction (Minority Value) per share

10.31

$0.34

$0.36

Table 22: Assessed values of a Questus share pre and post the Proposed Transaction on a fully diluted basis

11.2.

As the value of a Questus share after the Proposed Transaction on a minority basis is less than the value
of a Questus share pre the Proposed Transaction on a controlling basis on both an undiluted and fully
diluted basis, in our opinion, the Proposed Transaction is Not Fair to the Non-Associated Shareholders.

11.3.

We note that the sensitivity analysis set out at paragraph 10.38 of this report, indicates that after reflecting
a 30% reduction in the number of NRAS entitlements in our DCF valuation of Questus, the fair value of a
Questus share on a controlling basis pre the Proposed Transaction is still greater than the fair value of
Questus share post the Proposed Transaction on a minority basis under this scenario.
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12.

Other Factors taken into Consideration in Forming our Opinion

12.1.

RG 111 establishes that an offer is reasonable if it is fair. It might also be reasonable if, despite not being
fair, there are sufficient reasons for security holders to accept the offer in the absence of any higher bid
before the offer closes.

12.2.

In order to assess whether the Proposed Transaction is “reasonable”, we have considered the following:-

12.3.



The stated intentions of Crest in relation to the Proposed Transaction



The future prospects of Questus if the Proposed Transaction does not proceed; and



Other commercial advantages and disadvantages to the Non-Associated Shareholders as a
consequence of the Proposed Transaction proceeding.

We have assessed that in all cases the advantages and disadvantages of rejecting the Proposed
Transaction is the inverse of approving the Proposed Transaction.

Stated Intentions of Crest in Relation to the Proposed Transaction
12.4.

12.5.

As set out in the Notice, Crest has stated that it does not intend to:


make any significant changes to the business of the Company;



inject further capital into the Company;



make any changes to the future employment of the present employees of the Company;



transfer any property between the Company and Crest Capital or any person associated with any
of them;



otherwise redeploy the fixed assets of the Company; or



change significantly the financial or dividend policies of the Company.

However, as Crest will be the controlling shareholder and will have 3 nominees on the Board of Directors
of Questus, the Non-Associated shareholders should be aware that Crest will have the ability to
significantly influence the future operations of the Company should they approve the Proposed
Transaction.

Future Prospects of Questus if the Proposed Transaction do not proceed
12.6.

If the Proposed Transaction is not approved by the Non-Associated Shareholders, a default under the
loan Agreement entered into with Crest will automatically be triggered. If an event of default occurs,
Questus has 10 business days to remedy that default to the satisfaction of Crest. Failure to remedy the
default will result in $5.54 million becoming due and payable to Crest which comprises of the $4.5 million
already drawn by Questus under the Working Capital Facility plus an interest component of $1.04 million.
Should Questus be unable to make the repayment Crest has the ability to enforce its security under the
agreement which includes the following;
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A registered first mortgage over the property situe at Lot 9000, Burma Road, Baldivis in the State
of Western Australia, the remaining parcel of land owned by QLDF;



A general securities agreement where Questus has charged all of its real and personnel property
to Questus, with this security interest to be registered with the Personnel Property Securities
Register in favour of Crest; and



A general securities agreement where QFML has charged all of its real and personnel property
including the NRAS entitlements held by QFML as trustee for QRIF, with this security interest to
be registered with the Personnel Property Securities Register in favour of Crest.

12.7.

As at 30 June 2012 the Company had a cash balance of approximately $1.3 million. Thus Questus does
not currently have the financial capacity to make the repayment, nor is it likely that the Company would
have the time to put an alternative funding solution in place to provide the funds necessary to make the
repayment to Crest upon default.

12.8.

In summary we consider it highly unlikely that Questus would be able to make the loan repayment should
the Non-Associated shareholder not approve the Proposed Transaction. Non repayment of the loan
provides Crest with the option to enforce its security under the loan agreement, which, dependent on the
terms of the general securities agreement may provide Crest with the ability to appoint a controller or
receiver over Questus and QFML. Under this scenario Questus would lose control over its assets and
most notably the NRAS entitlements.

12.9.

The NRAS entitlements are forecast to be the key income stream of the Company over the next five
years. Were Questus to lose control of the NRAS entitlements this would have a significant detrimental
impact on the future earnings and the share price of the Company.

Advantages and Disadvantages
12.10. In assessing whether the Non-Associated Shareholders are likely to be better off if the Proposed
Transaction proceeds than if it does not, we have compared various advantages and disadvantages that
are likely to accrue to the Non-Associated Shareholders.
Advantages
Advantage 1 – Avoids a demand for repayment from Crest for advances made to date under the Working Capital
Loan
12.11. If the Proposed Transaction is approved by the Non-Associated Shareholders this will avoid Questus
defaulting on the Loan Agreement which would require Questus to repay the funds advanced under the
Working Capital Facility. As summarised in paragraph 12.7 above, we consider that Questus does not
have the ability to make the repayment and failure to do so could result in Crest enforcing its security
which may result in the transfer of the Company‟s NRAS entitlements and insolvency.
Advantage 2 – Possible Improvement in Liquidity
12.12. If the Proposed Transaction is completed, Questus will be able to apply to the ASX for reinstatement to
the Official List, subject to the fulfilment of the ASX admission and quotation requirements. If this is
successful, Questus shareholders will have access to an open market to trade their shares. We note that
Questus shares have been suspended from trading since 7 February 2012.
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Advantage 3 – Diversification of earnings
12.13. If the Proposed Transaction is approved by the Non-Associated shareholders, the Company will have a
more diverse earnings base through the provision of property development activities.
Advantage 4 – Possible Future Dividend Stream
12.14. The Proposed Transaction recapitalises the Company and provides it with working capital funding
required to realise returns from the NRAS entitlements held by QRIF and additional funding to generate
new direct property development income streams. Subject to the future levels of profitability and operating
cash flows, the Company will have an enhanced ability to pay dividends to shareholders as a result of the
Proposed Transaction.
Advantage 5 – Crest’s NRAS Experience
12.15. Crest has previously invested into other NRAS providers, meaning that they bring previous experience to
the table which will be of advantage to Questus.
Disadvantages
Disadvantage 1 – Dilution of Shareholders’ Interests
12.16. The Proposed Transaction will result in diluting the current Non-Associated Shareholders interest in
Questus on an undiluted and fully diluted basis from 100% to 51%.
Disadvantage 2 – Loss of control and foregoing of future control premium
12.17. Should the Non-Associated Shareholders approve the Proposed Transaction, Crest will hold 51% of
Questus on an undiluted and fully diluted basis which will be acquired without paying a premium for
control. In addition shareholders may be foregoing any future control premium in any shares they
continue to hold in Questus in that the presence of a cornerstone shareholder such as Crest on the share
register may detract from the attractiveness of Crest as a takeover target.
Disadvantage 3 – Uncertainty over draw downs on the Development Funding Facility and Wholesale Acquisition
Fund
12.18. Draw downs under the Development Funding Facility and investment by the Wholesale Acquisition will be
at the discretion of Crest. Should Crest limit the availability of these facilities subsequent to completion of
the Proposed Transaction the future earnings of the Company are likely to be less than those forecast
within Section 10 of this report.
Alternative Proposals
12.19. On 3 February 2012 BOQ issued a statutory demand on the Company under the terms of the parent
guarantee Questus had put in place in relation to QLDF debt funding with BOQ. The receivers of QLDF
indicated that the debt of $13.5 million could be settled for a payment of $7 million, with the Board of
Directors determining that after allowing for costs of $1 million, an amount of $8 million would satisfy the
BOQ debt and retire the statutory demand against the Company.
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12.20. The Board of Directors immediately sought alternatives to raise the required capital and a number of
opportunities were identified with three different parties presenting credible funding proposals
summarised as follows;


An offer to acquire an interest of 76% of the equity of the Company for an amount of $8 million
(“Offer A”);



An offer the acquire a 50% interest in the Company for $5 million (“Offer B”); and



An offer by Crest to acquire a 51% interest in the Company in consideration for providing the
Working Capital, Development Funding Facilities and the Wholesale Acquisition Fund.

12.21. The Board considered the merits of each offer and considered that the Crest offer was best placed to take
the Company forward and, whilst they recognised that the other two offers provided cash consideration
for the equity acquired, the Crest offer could provide for substantial future profits to be generated from the
Development Funding Facility and the Wholesale Acquisition Fund.
12.22. The table below summarises the value of 100% of the equity and a share in Questus on a controlling
basis implied by Offers A and Offer B, based on our assessment of the value of Questus pre Proposed
Transaction.

Valuation of alternative offers

Offer A
Low
$000's

High
$000's

Offer B
Low
$000's

High
$000's

Value of 100% of Equity in Questus on a controlling basis

25,520

27,105

25,520

27,105

8,000

8,000

5,000

5,000

33,520

35,105

30,520

32,105

45,426,701

45,426,701

45,426,701

45,426,701

76%

76%

50%

50%

189,277,921

189,277,921

90,853,402

90,853,402

Value per share

$0.18

$0.19

$0.34

$0.35

Less 20% minority interest discount

(0.04)

(0.04)

(0.07)

(0.07)

Value per share on a minority interest basis

$0.14

$0.15

$0.27

$0.28

Consideration Offered
Total

Shares currently on issue
Percentage of shares acquired as part of offer
Total number of shares post transaction

Table 23: Analysis of other offers considered by the Board

12.23. Our analysis indicates that the implied value of a Questus share under Offer A and Offer B on a minority
basis is less than our assessment of the fair value of a Questus share post the Proposed Transaction.
Therefore in our opinion we consider that the Proposed Transaction provides a greater benefit to the NonAssociated shareholders than either Offer A or Offer B.
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Conclusion on Reasonableness
12.24. In our opinion, the position of the Non-Associated Shareholders if the Proposed Transaction is approved
is more advantageous than the position if it is not approved. Therefore, in the absence of any other
relevant information and/or a superior offer, we consider that the Proposed Transaction is Reasonable
for Non-Associated Shareholders of Crest.
12.25. An individual shareholder‟s decision in relation to the Proposed Transaction may be influenced by his or
her individual circumstances. If in doubt, shareholders should consult an independent advisor.

Yours faithfully
RSM Bird Cameron Corporate Pty Ltd

A J GILMOUR

G YATES

Director

Director
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APPENDIX 1 - Declarations and Disclosures
RSM Bird Cameron Corporate Pty Ltd holds Australian Financial Services Licence 255847 issued by ASIC
pursuant to which they are licensed to prepare reports for the purpose of advising clients in relation to proposed
or actual mergers, acquisitions, takeovers, corporate reconstructions or share issues.
Qualifications
Our report has been prepared in accordance with professional standard APES 225 “Valuation Services” issued by
the Accounting Professional and Ethical Standards Board.
RSM Bird Cameron Corporate Pty Ltd is beneficially owned by the partners of RSM Bird Cameron (RSMBC) a
large national firm of chartered accountants and business advisors.
Mr. Andrew Gilmour and Mr. Glyn Yates are directors of RSM Bird Cameron Corporate Pty Ltd. Both Mr Gilmour
and Mr Yates are Chartered Accountants with extensive experience in the field of corporate valuations and the
provision of independent expert‟s reports for transactions involving publicly listed and unlisted companies in
Australia.
Reliance on this Report
This report has been prepared solely for the purpose of assisting the Non-Associated Shareholders of Questus
Limited in considering the Proposed Transaction. We do not assume any responsibility or liability to any party as
a result of reliance on this report for any other purpose.
Reliance on Information
Statements and opinions contained in this report are given in good faith .In the preparation of this report, we have
relied upon information provided by the directors and management of Questus Limited and we have no reason to
believe that this information was inaccurate, misleading or incomplete. However, we have not endeavoured to
seek any independent confirmation in relation to its accuracy, reliability or completeness. RSM Bird Cameron
Corporate Pty Ltd does not imply, nor should it be construed that it has carried out any form of audit or verification
on the information and records supplied to us.
The opinion of RSM Bird Cameron Corporate Pty Ltd is based on economic, market and other conditions
prevailing at the date of this report. Such conditions can change significantly over relatively short periods of time.
In addition, we have considered publicly available information which we believe to be reliable. We have not,
however, sought to independently verify any of the publicly available information which we have utilised for the
purposes of this report.
We assume no responsibility or liability for any loss suffered by any party as a result of our reliance on information
supplied to us.

Disclosure of Interest
At the date of this report, none of RSM Bird Cameron Corporate Pty Ltd, RSMBC, Andrew Gilmour, nor any other
member, director, partner or employee of RSM Bird Cameron Corporate Pty Ltd and RSMBC has any interest in
the outcome of the Proposed Transaction, except that RSM Bird Cameron Corporate Pty Ltd are expected
receive a fee of approximately $40,000 based on time occupied at normal professional rates for the preparation of
this report. The fees are payable regardless of whether Questus Limited receives shareholder approval for the
Proposed Transaction, or otherwise.
Consents
RSM Bird Cameron Corporate Pty Ltd consents to the inclusion of this report in the form and context in which it is
included with the Explanatory Memorandum to be issued to shareholders. Other than this report, none of RSM
Bird Cameron Corporate Pty Ltd, RSM Bird Cameron Partners or RSMBC has been involved in the preparation of
the Notice of General Meeting and Explanatory Statement. Accordingly, we take no responsibility for the content
of the Notice of General Meeting and Explanatory Statement as a whole.
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APPENDIX 2 - Sources of Information
In preparing this report we have relied upon the following principal sources of information:


Questus audited financial information for the years ended 30 June 2010 and 30 June 2011



Quests preliminary financial report for the year ended 30 June 2012



Notice of General Meeting and Explanatory Statement for the meeting of Questus shareholders to
be held on 26 October 2012



Information provided by Questus management through meetings and correspondence



Capital IQ, IBIS World and other financial databases and subscription services



Publicly available information



Questus ASX announcements



Questus share register listing provided by management
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APPENDIX 3 - Overview of Comparable Companies
The tables below provide an overview and information on listed companies in Australia which operate within the
residential property development sector.
Company Name
Stockland Corp. Ltd.

Aspen Group

Devine Ltd.

Abacus Property Group

Cedar Woods Properties
Ltd.

Finbar Group Limited

Description
Stockland Corporation Limited engages in the development and management of real estate projects in mainland
Australia, the United Kingdom, and New Zealand. It invests in retail, office, industrial, and office park properties, as
well as residential properties and retirement living facilities. The company also offers property trust management and
property management services. Stockland Corporation was founded in 1952 and is headquartered in Sydney,
Australia.
Aspen Group operates as a property investment and management company in Australia. The company primarily
focuses on acquiring commercial properties, including office, retail, and industrial properties. It also offers managed
funds, which provide investment opportunities across various property sectors, including tourist parks, residential
land subdivisions, CBD office developments, private hospital developments, and retirement and accommodation
villages. The company is based in Perth, Australia.
Devine Limited, together with its subsidiaries, engages in land development, home building, construction, and
property development activities in Australia. It is involved in the development and sale of real estate properties,
including houses, residential land, residential units, and retail/commercial office developments, as well as medium
density and high-rise developments. The company was founded in 1983 and is headquartered in Brisbane, Australia.
As of June 29, 2011, Devine Limited operates as a subsidiary of Leighton Holdings Limited.
Abacus Property Group engages in the management and investment of property based assets in Australia. It
involves in property investment, funds management, property finance, and projects and investments activities. The
company holds a diversified investment portfolio of retail, commercial, industrial properties. In addition, Abacus
Property Group develops, originates, and manages off balance sheet funds; engages in mortgage lending and
related property financing solutions; and invests in joint venture activities and in securities of other listed and unlisted
property trusts. The company is based in Sydney, Australia.
Cedar Woods Properties Limited engages in property investment and development activities in Australia. It develops
and sells lots and units at its residential estates in Western Australia and Victoria. The company‟s property portfolio
also includes apartment projects, integrated housing developments, business parks, mixed use developments, and
various large scale master planned communities. Cedar Woods Properties Limited was founded in 1987 and is
headquartered in West Perth, Australia.
Finbar Group Limited, through its subsidiaries, operates as a property investment and development company in
Western Australia. The company develops medium to high density residential apartments and commercial
office/retail properties primarily in the Perth metropolitan area. It is also involved in the rental of commercial property.
The company was incorporated in 1984 and is based in East Perth, Australia.

Australand Holdings
Limited

Australand Holdings Limited engages in the development of land, housing projects, apartments, as well as
commercial, industrial, and retail properties primarily in Australia. It also invests in income producing commercial and
industrial properties. In addition, the company engages in property trust management and property management
activities. As of December 31, 2011, it had 70 investment properties, including 3 properties under development. The
company is headquartered in Rhodes, Australia. Australand Holdings Limited is a subsidiary of CapitaLand Limited.

Peet Limited

Peet Limited, together with its subsidiaries, engages in the land development, funds management, and land
syndication activities primarily in Australia. The company operates in three segments: Funds Management/Land
Syndication, Company-Owned Projects, and Joint Ventures. The Funds Management/Land Syndication segment
offers underwriting, capital raising coordination, and asset identification services. The Company-Owned Projects
segment engages in the purchase and development of parcels of land for residential and non-residential purposes.
The Joint Ventures segment offers land development services by entering into joint ventures with government,
statutory authorities, and private landowners. Peet Limited was founded in 1895 and is based in Perth, Australia.
Lend Lease Group provides property and infrastructure solutions worldwide. The company offers advisory services
comprising venture capital and sustainability solutions; and asset and property management services, such as
investment management, leasing, marketing, centre management, and facilities management services. It also
provides development services, including the development of residential land lots; residential built-forms comprising
houses, terraces, and apartments; commercial properties, such as retail, office, hotels, light industrial, and social
infrastructure; and development, management, and ownership of retirement villages and aged care facilities. In
addition, the company is involved in the construction, operation, maintenance, and development of infrastructure
projects; and provision of real estate investment management and retail property management services. Further, it
offers project management and construction services comprising project and program management, design and
construction management, multi-site solutions, and consulting services. The company operates in various sectors,
including apartments, arts and culture, commercial office, communities, education, government, healthcare, hotels

Lend Lease Group
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and resorts, infrastructure, mixed use, pharmaceutical, retail, retirement senior living, technology and data centers,
telecommunications, and transport sectors. Lend Lease Group was founded in 1958 and is headquartered in Millers
Point, Australia.
AVJennings Limited

AVJennings Limited engages in the residential development activities primarily in Australia. The company offers
land, new homes, townhomes, and apartments. It is also involved in the home improvement activities. The company
was formerly known as AVJennings Homes Limited and changed its name to AVJennings Limited in March 2006.
The company was founded in 1932 and is based in Burwood East, Australia. AVJennings Limited is a subsidiary of
SC Global Developments Limited.

1-year
Forecast
Market Cap
EBITDA
Multiple

Enterprise
Value

Net Debt

Notional
Tax

Debt/Equity

$ millions

$ millions

$ millions

%

%

Geared
beta

Ungeared
asset beta

30%
30%
30%
30%
30%
30%
30%
30%
30%
30%

47%
143%
171%
100%
23%
102%
135%
5%
145%
42%

1.03
1.71
0.95
2.14
1.18
2.42
1.34
1.36
1.15
1.17

0.78
0.85
0.43
1.26
1.02
1.41
0.69
1.31
0.57
0.91

Stockland Corp. Ltd.
Aspen Group
Devine Ltd.
Abacus Property Group
Cedar Woods Properties Ltd.
Australand Holdings Limited
Peet Limited
Lend Lease Group
AVJennings Limited
Finbar Group Limited

14.9
7.1
10.4
NA
6.3
12.1
13.8
6
NA
10

7,290.8
134.7
98.4
916.4
272.2
1,655.5
227.9
4,559.1
82.8
208.8

Average
Median

10.1
10.2

1,544.7
250.1

10,699.2
327.9
267.1
1,836.3
334.4
3,342.2
536.6
4,795.0
202.7
296.1
2,263.8
435.5

3,408.4
193.2
168.7
919.9
62.2
1,686.7
308.7
235.9
119.9
87.3
719.1
214.6

0.3
0.3

1.45
1.26

0.92
0.88

Source: S&P Capital IQ (6 September 2012) and AGSM Risk Measurement Service (March 2012 Quarter)
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APPENDIX 4 – WACC Calculation
Overview of calculation of WACC
In assessing the value of Questus both pre and post the Proposed Transaction the forecast cash flows need to be discounted
by an appropriate rate to calculate their net present value.
The discount rate to be used is based on the WACC which represents the weighted rate of return required by providers of both
debt and equity to compensate for the time value of money and the perceived risk of the associated cash flows.
Given the change in nature and scale of the activities of Questus post the Proposed Transaction we have assessed an
appropriate WACC for both pre and post the Proposed Transaction which reflect the changes in the risk profile of the Company
and the optional gearing structure.
The rates of return required by providers of both debt and equity are then weighted in proportion to the optimal proportions of
debt and equity. Under a classical tax system, the WACC is calculated as follows:

WACC = [Re x (E/V)] + [Rd x (1 – tc) x (D/V)]
Where:


WACC

post tax weighted average cost of capital



Re

required rate of return on equity capital



E

market value of equity capital



V

market value of debt and equity capital (D + E)



Rd

required rate of return on debt capital



D

market value of debt capital



tc

corporate tax rate.

The WACC is estimated with reference to the CAPM, a model used to estimate the required rate of return by an equity investor
on that investment. be Under the CAPM, it is assumed that an investor holds a portfolio comprising risk free and risky
investments. The total risk of the investment comprises systematic risk and specific risk:


Systematic risk is the variability in an investments return that relates to general movements in capital markets (such as the
share markets). The systematic risk is measured by the movement in an investments beta.



Specific risk is the variability which relates=s to matters specific to the investment or asset being valued.

Required rate of return on equity capital (Re)
Under the CAPM, required rate of return on equity may be calculated using the following formula:

Ke = Rf + (MRP–Rf) + Rs
Where:


Ke

Required return on equity;



Rf

Risk free rate of return;



MRP

The expected return from a market portfolio;



Beta

Measure of the systematic risk of a stock; and



Rs

Small size and company specific risk premium.
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Risk free rate (Rf)
The risk free rate of return compensates investors for the time value of money. In general valuation practitioners will adopt the
yield on Government Bonds (in the appropriate jurisdiction) of a term matching the cash flows forecast period as a proxy for Rf.
In determining Rf we have used the 10 year Commonwealth Government Bond rates as at the Acquisition Date. On 30 May
2012 a 10 year Commonwealth Government Bond yield 3.06% (Source Reserve Bank of Australia). The Government bond rate
is widely used and is an accepted benchmark for the risk free return.
Beta ()
The beta coefficient measures the systematic risk of the company compared to the market as a whole. A beta of 1 indicates
that the company‟s risk is comparable to that of the market.
The beta coefficient measures the systematic risk of the company compared to the market as a whole. A beta of 1 indicates
that the company‟s risk is comparable to that of the market.
The choice of a beta requires judgement and necessarily involves subjective assessment as observations of beta in comparable
companies may be subject measurement issue sand other variations. Accordingly, depending upon circumstance, a sector
average, or a basket of comparable companies may present a more reliable beta, rather than relying on a single comparable
company.
Beta can be expressed as an equity beta (which includes the effect of gearing on equity returns) or as an asset beta (where the
impact of gearing is removed). The asset beta will be lower than the equity beta for any given investments, with the difference
dependent upon the level of gearing in the capital structure.
The selection of an appropriate beta involves a degree of professional judgement, particularly where the performance drivers of
the company being valued are not directly aligned with the most comparable listed companies.
The comparable company data included in the table at Appendix 3 illustrates the observed beta coefficients for the companies
we consider most comparable to Questus.
The average asset beta for the comparable companies was around 0.92 and the median was around 0.88. We have regeared
these betas based on assumed optimal capital structure for as discussed below to and as such for the purposes of this valuation
we have used a beta of 0.99 our assessment of the WACC pre the Proposed Transaction and 1.12 in our assessment of the
WACC post the Proposed Transaction.
Market risk premium (MRP)
EMRP is a measure of the long term excess return earned on a diversified portfolio of equities inferred from comparison of long
term equity returns and the returns available on risk free investments represented by Government Bonds. Inevitably this
measure will be extremely volatile over short and medium term periods and hence estimates of EMRP typically refer to excess
returns over very long periods.
Long term estimates of EMRP for the Australian market typically have been in the range 5% to 7% as reflected in:


The general adoption of the rate of 6% in normal market conditions by Australian valuers; and



Academic research covering the period 1883 to 2010 which indicates an EMRP in the order of 6% where no value is
explicitly modelled for imputation credits.

For the purposes of our valuation, we have utilised the long term estimate for the EMRP relating to the Australian market of
around 5% to 7%.
Small size and company specific risk premium (Rs)
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In considering an appropriate WACC for Questus, we have considered the specific risks of the Company which are not
experienced by the comparable listed companies and are therefore not reflected in the reported betas or implied multiples
derived from publicly available market data.
Studies undertaken by Ibbotson SBBI indicate that a correlation exists between the size of a company and the expected returns
of that company. We have had regard to the work published in Ibbotson SBBI - 2008 Valuation Yearbook. Our size premium of
th
5% has been based on the premiums observed for the 10 decile of stocks in Ibbotson‟s study (smallest stocks).
The major differences between Questus and the comparable companies is that of size and diversification. Questus is very small
in comparison to the comparable companies, in addition the comparable companies operations are significantly more diverse
both in terms of service offering and geographic location than Questus.
Furthermore we consider that that post the Proposed Transaction the required rate on equity intuitively should be higher than
pre the Proposed Transaction due to the increased risk attached to the development income stream of the Company which will
be created as a result of the Proposed Transaction.
On the basis of the above, and using our professional judgement, we have adopted a specific company risk factor of 10% pre
the Proposed Transaction and 12.5% post the Proposed Transaction.

Required rate of return on debt (Rd)
The rate of return required by providers of debt includes a risk premium over and above the risk free rate that reflects the debt
risk that is specific to the business being valued. This risk effectively represents the risk of default on payments.
In assessing an appropriate debt premium we have considered a number of factors including:


the Company‟s‟ debt mix and cost of debt;



the cost of debt for Australian companies similar to Questus;



the gearing levels adopted for the purposes of calculating the WACC;



post the Proposed Transaction Questus will have access to the Development Funding Facility which will provide debt
funding which carries an interest rate of 23% per annum;



Questus intends to fund it property developments through a blend of primary debt funding which management estimate
interest rates to be around 12%;

Based on the above we consider that an appropriate cost of debt in 17.5%, both pre and post the Proposed Transaction.

Capital structure or gearing level (D/V)
The capital structure or gearing level adopted for the purposes of undertaking the valuations should generally reflect the level of
debt that can be reasonably sustained by any company operating in a particular industry as opposed to the actual capital
structure adopted by the business.
The optimal capital structure of a business is driven by two main considerations:


the tax benefits of debt finance i.e. the deductibility of interest payments for the purposes of assessing corporate tax
liabilities; and



the financial risk to equity holders i.e. the risk of financial distress as a result of over-gearing.

We consider that the optimal gearing levels of the Company will be different under the pre and post the Proposed Transaction
scenarios due to;


Pre the Proposed Transaction Questus has minimal assets which any debt could be secured on therefore it is likely that
that the optimal level of gearing pre the Proposed Transaction is likely to be lower that post where Questus will have
development projects which should provide them with the ability to leverage debt funding against these developments.
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For the purposes of this valuation we have assessed the optimal net debt to equity ratio (D/E) as 10% (resulting in D/D+E of
9.1% and E/D+E of 90.1%), pre the Proposed Transaction and 30% resulting in D/D+E of 23.1% and E/D+E of 76.9%) post the
Proposed Transaction.

Corporate tax rate (tc)
We have used the prevailing statutory corporate tax rate of 30% at the valuation date.

Assessment of the discount rates to be used in the valuations
Based on the assumptions set out above, we have assessed the post-tax WACC in the range 17.5% to 19.3% in assessing the
value of Questus pre the Proposed Transaction, in the range of 19.1% to 20.8% in assessing the value of Questus post the
Proposed Transaction as summarised in the table below.

Pre Proposed Transaction

Low

High

Cost of equity (CAPM)
Risk free rate

Post Proposed Transaction

Low

High

3.06%

3.06%

1.12

1.12

5.00%

7.00%

5.60%

7.84%

Cost of equity (CAPM)
3.06%

3.06%

0.99

0.99

5.00%

7.00%

4.95%

6.93%

Company specific risk premium

10.00%

10.00%

Company specific risk premium

12.50%

12.50%

Ke

18.01%

19.99%

Ke

21.16%

23.40%

Risk free rate

3.06%

3.06%

Risk free rate

3.06%

3.06%

Debt premium

14.44%

14.44%

Debt premium

14.44%

14.44%

Rd

17.50%

17.50%

Rd

17.50%

17.50%

9.1%

9.1%

Debt / (Debt + Equity)

23.1%

23.1%

90.9%

90.9%

Equity / (Debt + Equity)

76.9%

76.9%

30%

30%

30%

30%

16.27%

17.99%

2.83%

2.83%

19.10%

20.82%

Beta
Risk Premium

Cost of debt

Equity / (Debt + Equity)

Corporate tax rate (t)

WACC (Post tax, nominal)

Corporate tax rate (t)

Cost of Equity
16.37%

18.17%

Post tax Cost of Debt
(Debt/Debt + Equity) x Rd x (1-t)

Risk Premium

Assumed capital structure

Cost of Equity
(Equity/Debt + Equity) x Ke

Beta

Cost of debt

Assumed capital structure
Debt / (Debt + Equity)

Risk free rate

(Equity/Debt + Equity) x Ke
Post tax Cost of Debt

1.11%

1.11%

17.49%

19.29%

(Debt/Debt + Equity) x Rd x (1-t)

WACC (Post tax, nominal)

60

46%
15%

Receivables Estimate % of revenue
Trade payables estimate %age of revenue
Estimated working capital

High
30,694

0.92
1,866

19.29%

Discount rate (High)
Period Discount Factor
Present Value (High)

Assessed enterprise value

0.92
1,880

17.49%

0.50

(2,612)
(100)
36
2,038

Discount rate WACC (Low)
Period Discount Factor
Present Value (High)

Discount period

Low
29,109

(2,020)
4,714

30%

Notional tax on EBIT
After tax EBIT

Other cash movements
Movement in Working Capital
Capital expenditure
Add back depreciation
Net after tax cash flows to value

(36)
6,734

Depreciation
EBIT

4,619
(501)
4,118

(3,343)
6,698

Operating expenses
EBITDA

Opening
1,182
(444)
738

9,556
413
72
10,041

2013
$000's

NRAS - Upfront Fees
NRAS - Annual Fees
Other income
Total revenue

DCF Valuation of Questus Pre Proposed Transaction

Pre Proposed Transaction DCF Valuation
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0.77
5,471

0.79
5,597

1.50

(4,792)
(20)
39
7,128

9,445
(535)
8,910

(5,101)
11,901

(39)
17,002

(3,569)
16,963

19,437
1,023
72
20,532

2014
$000's

0.64
7,453

0.67
7,742

2.50

479
(20)
39
11,583

8,994
(563)
8,431

(4,751)
11,085

(39)
15,836

(3,755)
15,797

17,625
1,855
72
19,552

2015
$000's

0.54
6,138

0.57
6,474

3.50

(700)
(20)
39
11,379

9,724
(593)
9,131

(5,169)
12,060

(39)
17,229

(3,950)
17,190

18,290
2,778
72
21,140

2016
$000's

0.45
4,362

0.48
4,671

4.50

7,183
9,646

2,108
(160)
1,948

(1,056)
2,463

3,519

(1,064)
3,519

1,040
3,543
4,583

2017
$000's

0.38
864

0.41
939

5.50

312
2,278

1,803
(167)
1,636

(842)
1,966

2,808

(1,112)
2,808

3,920
3,920

2018
$000's

0.32
629

0.35
695

6.50

(74)
1,980

1,884
(174)
1,710

(880)
2,054

2,934

(1,162)
2,934

4,096
4,096

0.27
551

0.30
617

7.50

(72)
2,067

1,964
(182)
1,782

(917)
2,139

3,056

(1,214)
3,056

4,270
4,270

0.22
478

0.25
544

8.50

(42)
2,141

2,013
(189)
1,824

(935)
2,183

3,118

(1,257)
3,118

4,375
4,375

Year ending 30 June
2019
2020
2021
$000's
$000's
$000's

0.19
409

0.22
473

9.50

(36)
2,185

2,053
(193)
1,860

(952)
2,221

3,173

(1,289)
3,173

4,462
4,462

2022
$000's

0.16
339

0.18
398

10.50

104
2,162

1,952
(196)
1,756

(882)
2,058

2,940

(1,304)
2,940

4,244
4,244

2023
$000's

0.13
257

0.16
307

11.50

315
1,956

1,617
(176)
1,441

(704)
1,641

2,345

(1,171)
2,345

3,516
3,516

2024
$000's

0.11
169

0.13
205

12.50

449
1,533

1,128
(136)
992

(464)
1,084

1,548

(905)
1,548

2,453
2,453

2025
$000's

0.09
90

0.11
110

13.50

500
971

580
(88)
492

(202)
471

673

(588)
673

1,261
1,261

2026
$000's

0.08
33

0.10
42

14.50

381
431

149
(38)
111

(21)
50

71

(252)
71

323
323

2027
$000's

61

46%
15%

Receivables Estimate % of revenue
Trade payables estimate %age of revenue
Estimated working capital

High
55,297

0.91
5,373

20.82%

Discount rate (High)
Period Discount Factor
Present Value (High)

Assessed enterprise value

0.92
5,412

19.10%

0.50

(10,282)
(100)
36
5,906

Discount rate WACC (Low)
Period Discount Factor
Present Value (High)

Discount period

Low
53,109

(6,965)
16,252

30%

Notional tax on EBIT
After tax EBIT

Other cash movements
Movement in Working Capital
Capital expenditure
Add back depreciation
Net after tax cash flows to value

(36)
23,217

Depreciation
EBIT

12,332
(544)
11,788

(3,628)
23,181

Operating expenses
EBITDA

Opening
1,182
(444)
738

9,556
413
10,250
6,518
72
26,809

2013
$000's

NRAS - Upfront Fees
NRAS - Annual Fees
NRAS Property Acquisition Fund income
Development Profits
Other income
Total revenue

DCF Valuation of Questus Post Proposed Transaction

Post Proposed Transaction DCF Valuation

0.75
14,299

0.77
14,610

1.50

(5,425)
(20)
39
18,990

17,793
(580)
17,213

(10,455)
24,396

(39)
34,851

(3,868)
34,812

19,437
1,023
5,723
12,425
72
38,680

2014
$000's

0.62
14,454

0.65
14,982

2.50

2,160
(20)
39
23,194

15,663
(610)
15,053

(9,006)
21,015

(39)
30,021

(4,069)
29,982

17,625
1,855
14,499
72
34,051

2015
$000's

0.52
10,062

0.54
10,580

3.50

2,734
(20)
39
19,508

12,961
(642)
12,319

(7,181)
16,755

(39)
23,936

(4,280)
23,897

18,290
2,778
7,037
72
28,177

2016
$000's

0.43
5,479

0.46
5,844

4.50

10,371
12,834

2,108
(160)
1,948

(1,056)
2,463

3,519

(1,064)
3,519

1,040
3,543
4,583

2017
$000's

0.35
805

0.38
871

5.50

312
2,278

1,803
(167)
1,636

(842)
1,966

2,808

(1,112)
2,808

3,920
3,920

2018
$000's

0.29
579

0.32
636

6.50

(74)
1,980

1,884
(174)
1,710

(880)
2,054

2,934

(1,162)
2,934

4,096
4,096

0.24
500

0.27
557

7.50

(72)
2,067

1,964
(182)
1,782

(917)
2,139

3,056

(1,214)
3,056

4,270
4,270

0.20
429

0.23
485

8.50

(42)
2,141

2,013
(189)
1,824

(935)
2,183

3,118

(1,257)
3,118

4,375
4,375

Year ending 30 June
2019
2020
2021
$000's
$000's
$000's

0.17
362

0.19
415

9.50

(36)
2,185

2,053
(193)
1,860

(952)
2,221

3,173

(1,289)
3,173

4,462
4,462

2022
$000's

0.14
297

0.16
345

10.50

104
2,162

1,952
(196)
1,756

(882)
2,058

2,940

(1,304)
2,940

4,244
4,244

2023
$000's

0.11
222

0.13
262

11.50

315
1,956

1,617
(176)
1,441

(704)
1,641

2,345

(1,171)
2,345

3,516
3,516

2024
$000's

0.09
144

0.11
172

12.50

449
1,533

1,128
(136)
992

(464)
1,084

1,548

(905)
1,548

2,453
2,453

2025
$000's

0.08
76

0.09
92

13.50

500
971

580
(88)
492

(202)
471

673

(588)
673

1,261
1,261

2026
$000's

0.06
28

0.08
34

14.50

381
431

149
(38)
111

(21)
50

71

(252)
71

323
323

2027
$000's
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APPENDIX 6 - Glossary of Terms and Abbreviations
Term or Abbreviation

Definition

A$ or $

Means Australian Dollar.

Act

Means the Corporations Act 2001.

Agreement

The loan agreement between Questus and Crest

ASIC

Means Australian Securities & Investments Commission.

ASX

Means Australian Securities Exchange.

BOQ
Capital IQ or S&P
Capital IQ
CAPM

Means Bank of Queensland

Means provider of company and economic data and information S&P Capital IQ.

Means the capital asset pricing model

Cash flow
Means cash that is generated over a period of time by an asset, group of assets, or business
enterprise. It may be used in a general sense to encompass various levels of specifically defined
cash flows. When the term is used, it should be supplemented by a qualifier (for example,
"discretionary" or "operating") and a specific definition in the given valuation context.

Company

Means Questus

Control premium

Means An amount or a percentage by which the pro rata value of a controlling interest exceeds
the pro rata value of a non-controlling interest in a business enterprise or company, to reflect the
power of control.

Controlling value or
control basis

Means the value of a controlling interest in a business enterprise or company.

Cost of Capital

Means the expected rate of return that the market requires in order to attract funds to a particular
investment.

Crest

Means Crest Capital Asia Pte Limited

Development Funding
Facility

Means the $20 million development funding facility provided to Questus by Crest to be used solely
for the development of NRAS properties
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Term or Abbreviation

Definition

Discount Rate

Means a rate of return used to convert a future monetary sum into present value.

Discounted Cash Flow
Method (DCF)

Means a method within the income approach whereby the present value of future expected net
cash flows is calculated using a discount rate.

DOCA

Means Deed Of Company Arrangement.

EBIT

Means Earnings Before Interest and Tax.

EBITDA

Means Earnings Before Interest Tax Depreciation and Amortisation.

Equity

Means the owner's interest in property after deduction of all liabilities.

Explanatory Statement

Means the Explanatory Statement accompanying the Notice.

Fair value
Means the price, expressed in terms of cash equivalents, at which the equity of Questus would be
expected to change hands, between a hypothetical and willing and able buyer and a hypothetical
willing and able seller, acting at arms-length in an open and unrestricted market, when neither is
under compulsion to buy or sell and when both have reasonable knowledge of the relevant facts.

FME
FOS
FRSL

Means Future Maintainable Earnings.

Means the Financial Ombudsman Service

Means Financial Resources Securities Pty Ltd, a subsidiary of Questus which has been placed
into administration

FSG

Means a Financial Services Guide

FY11 and FY12

Means financial year ended 30 June 2011 and 2012

GDP

Means Gross Domestic Product.

Home
IBIS
Impact

Means the Home Building Society
Means provider of industry research IBIS Word.

Means Impact Group QLD Pty Ltd
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Term or Abbreviation

Definition

Independent Expert

Means RSMBC.

Minority value or
minority basis

Means the value of a non-controlling interest in a business enterprise or company.

Non-Associated
Shareholders

Means the current shareholders of Questus prior to any shares issued as a result of the Proposed
Transaction.

Notice

Means Notice of General Meeting to which this Independent Experts Report is annexed to.

NPV

Means net present value, in this context the net present value of future cash flows to be generated
by Questus discounted by an appropriate discount rate.

NRAS

The Government's National Rental Affordability Scheme where the Government provides financial
incentives to investors to rent properties to low income earners at a discount of at least 20% to the
market.

NWR Convertible Note

Means convertible note issued to NWR, which has a face value of $500,000 and is convertible
into 5,000,000 Questus shares at the discretion of the holder up to 17 January 2014.

Offer A

Means the offer to acquire 76% of the equity of Questus for $8 million.

Offer B

Means the offer to acquire 50% of the equity of Questus for $5 million.

Property Acquisition
Fund

Means the $100 million Fund set up by Crest which will purchase NRAS properties from Questus

Proposed Transaction

Means the transaction relating to Questus comprising of Resolutions 1 of the Notice.

QFML

Questus Funds Management Limited, a 100% owned subsidiary of Questus

QLDF

Questus Land Development Fund, a managed investment scheme which is managed by QFML

QRIF

Means the Questus Residential Investment Fund, the entity in which the NRAS entitlements are
held

Questus

Means Questus Limited.
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Term or Abbreviation

Definition

Questus Adjusted
Model

The Questus Model which we have reviewed and have adjusted certain assumptions and cash
flows on and which we have used to provide a fair value of Questus pre the Proposed Transaction

Questus Adjusted Post
Transaction Model

The Questus Post Transaction Model which we have reviewed and have adjusted certain
assumptions and cash flows on and which we have used to provide a fair value of Questus post
the Proposed Transaction

Questus Model

A detailed 15 year cash flow forecast for Questus prepared by management

Questus Post
Transaction Model

A detailed 15 year cash flow forecast for Questus prepared by management which incorporates
additional revenue cash flows that will be realised as a result of the Proposed Transaction

RG 111

Means ASIC Regulatory Guide 111 Content of Expert Reports.

RSMBC

Means RSM Bird Cameron Corporate Pty Ltd, the Independent Expert.

Statutory Demand

Means the Statutory Demand issued to Questus by BOQ for $13.5 million in relation to a parent
entity guarantee which was provided to QLDF

WACC

Means weighted average cost of capital, and in this context is the methodology which we have
used to calculate an appropriate discount rate to fair value the future cash flows of Questus

Working Capital Facility

Means the $10 million loan facility provided to Questus by Crest
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