


Improved housing affordability
points fo growth

The Australion Housing Industry Association (HIA) has announced that the
September 2011 quarter marked the third consecutive quarter of improvement
in home affordability, with their affordability index increasing to a level 5.2 per
cent above that recorded during the same quarter in 2010.

*Affordability looks to now be trending in the right direction and with interest
rate cuts in November and December we will hopefully see this tfrend continue.
However, potential home buyers should be aware that these underlying factors
could see housing return to sustained price growth at some stage in 2012, “said
the HIA's Senior Economist,

Mr Andrew Harvey.

ANZ Research echoed these sentiments in its recent edition of Australian
Property Outlook, suggesting that a combination of lower interest rates, falling
house prices and rising household incomes has contributed to the increase in
home affordability.

The report noted that the subdued activity in the Perth housing market and
increasing disposable income has led to improved household affordability
in the city, with mortgage repayments as a percentage of income currently
around 25% compared to the national average of 32%, making Perth one of
the nation’s most affordable cities for housing.

While residential building approvals have been trending downwards, the
report advised that the current housing shortage of around 26,000 dwellings

in Western Australia is likely to increase to around 35,300 dwellings by June
2012 and 47,100 dwellings in 2013, tightening the rental market and resulting in
increased rental fees.

The likely improvement in rental yields should trigger a recovery in the Perth
housing market and drive housing prices in the second half of 2012.

These conditions suggest that now may not only be a good time o invest in
real estate, but it also may be an opportune point to enter the housing market
considering the high level of affordability, low interest rates and the possibility
of increasing home prices later in the year.

Avalon Estate in Baldivis

Settlers Hill

Terranovis” Victorian team recently announced
the release of the second stage of Seftlers Hill
estate in Mernda.

Located in Melbourne’s rapidly expanding
northern corridor, Terranovis’ second estate in
Victoria has proven to be a popular choice
for home builders, with Sales Manager Rod
Anderson noting that the first release of the
estate sold out quickly.

“We got a lot of interest in the first release of
the estate and sold out much earlier than
expected,” said Rod.

“Now that we have a sales office on the
estate and can show people around, we'll be
welcoming a lot more visitors keen to see the
home sites on offer.”

“The second stage also has a wide variety of
lots available, so we expect to see buyers of
all kinds, from singles and young families to
empty-nesters.”

Rod said that with competitive pricing and an
early completion rebate on offer, he expects
the second release of lofs to be snapped up as
quickly as stage one.

“With the first stage selling as quickly as it did,
I’'m advising prospective buyers to get in early
and secure a site for their new home,” said Rod.

For more information about Settlers Hill,
visit the estate web site at
www.settlershillmernda.com.au.



Terranovis® Oasis estate in Gladstone has
proven to be popular with investors and
local home builders, with 44 home sites
in its first release selling out prior to the
commencement of construction.

The estate in regional Queensland is one of the
few fully-approved residential development
sites under construction within Gladstone city,
which is undergoing phenomenal growth due
to the LNG industry and current investment
commitments worth $45 billion.

Terranovis Development Manager lan Smout
said that he had expected demand to be
strong before the estate went to market, but
the level of interest was unprecedented.

“Terranovis was very forfunate to secure this
development site,” said lan.

“"We knew that there was a strong demand
for home sites in Gladstone, but the demand
took us by surprise.

“The first release sold out very quickly, and we
already have buyers waiting for the stage two
release, which we expect to announce soon.”

The development of the estate was slightly
delayed when the previous owners took legal
action during settlement, trying to halt the sale
when it became apparent that the site had been
purchased by Terranovis at a price that might
have been considered beneath its real value.

Terranovis’ purchase of the site was
confirmed as an astute one when a valuation
conducted just seven months following
seftflement indicated the land had increased
in value by approximately 25%.

The cashflow for this project currently predicts
a total profit of approximately $16million
before tax, based on current costs not
increasing. This equates to a return per share
of approximately $2.08 before tax plus return
of §1 capital per share. The profit forecast

is subject to assumptions and risk factors
contained in the Information Memorandum.

We are pleased to advise that this revised
$16 Million profit figure is more than double
the projected profit as detailed in the original
forecasts contained within the Information
Memorandum.

For further information about the Oasis estate
visit www.terranovis.com.au.

Avalon estate in Baldivis is currently taking
shape with over 50% of planned lots
constructed and three of the six planned
public parks in place for residents fo enjoy.

Terranovis Development Manager Julia
Nelson noted that Avalon is a mix of home
sites that offers something for everyone who
might be thinking about building a new home
in the Baldivis area.

*When we started planning the Avalon
estate, we wanted to create a real sense
of community for the residents by attracting
people of all ages,” said Julia.

Julia also noted that sales at the estate have
been strong, despite the relatively cool market.

*We have been achieving impressive sales
results, which bucks the trend for the area.

“I think it’s because Avalon offers all of the
facilities and benefits that home builders
could want in a new estate.”

Avalon residents won’t have to go far to enjoy
the planned retail/commercial centre and
community facilities in Baldivis, and children will
be able to walk to the planned primary school
on the estate. Nearby Baldivis Secondary
College is due to open in 2012, and Tranby
College is just a short bike ride away.

Avalon is just a short drive from Baldivis Central
Shopping Centre which boasts a major
supermarket, cafe, banking facilities, restaurants,
boutiques and other specidlist retailers.

The Kwinana Freeway and Warnbro Railway
Station are also easily accessed, making the
location suitable for commuters.

For more information about Avalon visit
www.avalonatbaldivis.com.au.

Terranovis’ Lyon Court project is approaching
wind-up with the last remaining property in the
Aubin Grove estate now sold.

Lyon Court is a boutique development, which
saw Terranovis making the best possible use
of the site by offering a value range of home
and land packages in conjunction with Perth
builders Impressions.

Like many Terranovis estates Lyon Court was
selling during a period of subdued housing
activity in Perth, with the launch taking place
in 2004. However, investors in the scheme
enjoyed healthy profits, with most of the capital
generated by the project being returned in
early 2011.

The fotal return for the projects’ investors will
include a profit of 326% generated over the life
of the scheme, before tax, plus return of capital.




Corporate/Investment
opportunities

Terranovis has been working on the
acquisition of a range of development sites
around Australia which will see a number of
investment opportunities arising within the
next few months.

Terranovis Director Anthony Mylonas said
that the company is keen to proceed on a
number of purchases around Australia.

“*We're currently working fowards the
purchase of a $30 million development site
in Melbourne which we expect to syndicate
over the next few months’

said Anthony.

“We’ve had considerable success in an
otherwise challenging sales climate with
the Henty Park estate now complete and
Settlers Hill doing well, so we're keen to

continue exploring opportunities in Victoria.”

“We're also working on prospective
land purchases in Western Australia for
syndication of approximately $5 million
Baldivis and $15 million in Wandi.”

Information memorandums providing full
details on these new opportunities should
be released over the coming months and
Terranovis will approach investors when
funding activities commence.

Given Terranovis’ history of over-subscribed
offers, investors are encouraged fo now
contact Anthony Mylonas on 0403 333 667
to express their inferest.

Investing

If you are interested in investing in land development, please complete
the expression of inferest, return to Terranovis and we will then send you

our Financial Services Guide.
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Verde Living

Verde Living is a company formed by
Terranovis which despite unfavourable
economic conditions and falling land values
managed to generate a profit for investors.

Company Director Warren Spencer said
that the impact of the Global Financial
Crisis (GFC) had affected the value of the
company, which was formed in 2007 to
purchase a 4.5 hectare parcel of land in
Baldivis, which has since become part of
the Avalon estate.

“Following the GFC, home sites in Baldivis
dropped in value by about thirty thousand
dollars,” said Warren.

“This reduction in the value of the land
meant that the investment underperformed
by about 4-5% lower than expected

for every year of the project, which

makes Verde Living our worst-performing
syndicate.

*We of course didn’t foresee the GFC and
Verde Living suffered enormously due to the
reduced demand for land.”

Although the syndicate performed below
expectations Warren noted that compared
to other companies selling in Baldivis, Verde
Living’s performance was above-average.

*If you compare Verde Living to other
developers in the region we have done
quite well,” said Warren.

“We have seen some of our competitors in
Baldivis losing money, and some were even
forced into liquidation.

Warren suggested that Terranovis was
able to furn Verde Living back into a
profitable enterprise based on some
sound decisions that were made when
the land was purchased.

*One of the main reasons we were able
fo turn a profit was because of our low
amount of debt exposure.

*We also purchased quite conservatively,
especially when compared to other
companies developing in the area.”

Warren also suggested that Verde
Living outshone many other investment
opportunities, particularly those in the
share-market.

*If the profit results for the company are
compared to the performance of some
blue-chip shares over the past four years,
which have nose-dived, Verde Living has
performed very well.”

The profit returned to investors in Verde
Living will finalise at between $1.15 and
$1.20 for every dollar invested.

Subscribers to the syndicate have already
received the first 50 cents for every

share they own, with the balance to be
distributed over the next 6-12 months.

All of the home sites on the site have now
sold, with a small number to settle. A formal
wind-up process will begin later in 2012.
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