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ADELAIDE MANAGED FUNDS ASSET BACKED YIELD TRUST
PROPOSAL UPDATE/ ANNOUNCEMENT OF ON-MARKET UNIT BUY-BACK

e Proposed acquisition of all Units by Bendigo and Adelaide Bank will not proceed

e APRA’s decision was not related to the credit performance of the Fund, and did
not consider the credit worthiness of the individual assets

 Independent Expert Valuation of between $1.692 and $1.832 per Unit

e FY2009 yield forecast confirmed at upper end of target range of between
BBSW + 4.00% and BBSW + 4.50%"

Proposed Transaction will not Proceed

Adelaide Managed Funds Limited (Adelaide Managed Funds), as responsible entity of the
Adelaide Managed Funds Asset Backed Yield Trust (AYT or the Fund), today confirmed that
the proposal from Bendigo and Adelaide Bank Limited (BEN) to acquire all of the Units in AYT
(the Proposal) will not proceed.

Adelaide Managed Funds has received formal naotification from BEN that the Australian
Prudential Regulation Authority (APRA) will not approve the Proposal as it does not, in
APRA's view, comply with BEN’s prudential requirements.

According to the Chairman of Adelaide Managed Funds, Ms Jenny Dawson, the decision by
APRA was based on BEN’s compliance with its prudential requirements and did not consider
the credit worthiness of the Fund'’s investments.

“The Fund'’s investment portfolio remains sound with current losses and arrears levels lower
than expected and it continues to generate stable, predictable cash distributions for
Unitholders,” she said.

“While the termination of the Proposal is disappointing, the Board and Management of
Adelaide Managed Funds remain focused on maximising value for all Unitholders. We remain
very comfortable with each of the Fund’s assets and believe the AYT offers investors a unique
investment opportunity,” said Ms Dawson.

Transaction Costs

In appropriately assessing the Proposal from BEN, AYT has incurred approximately $1.6
million in corporate, legal and independent expert costs. These expenses represent a cost to
Unitholders of approximately $0.017 per Unit, which was reflected in the reduced March
quarter distribution announced on 20 March 2009.

Adelaide Managed Funds does not anticipate that there will be any further material costs
associated with the Proposal.

! Prior to the impact of estimated transaction costs



Independent Expert Valuation

In considering the Proposal from BEN, Adelaide Managed Funds engaged KPMG to
independently evaluate the Proposal including a valuation of the Fund. A copy of the
Independent Expert’s Report is attached at Annexure A.

KPMG has assessed, as at 31 December 2008, the total value of the Fund to be in the range
of $160.6 million and $173.9 million. This equates to a value of between $1.692 and $1.832
per Unit.

On-market Unit Buy-back

The Directors of Adelaide Managed Funds also announced today that it intends to undertake
an on-market buy-back of Units in the AYT.

The Chairman of Adelaide Managed Funds said that a number of alternatives were
considered, but that the Directors of Adelaide Managed Funds believe an on-market buy-back
of Units is the most appropriate form of capital management at this time.

“Following confirmation that the Proposal would not proceed, we examined the capital
management options available to the Fund and focused on those that created the most value
for all Unitholders,” said Ms Dawson.

“A buy-back reflects the confidence that the Board has in the underlying performance and
credit quality of the AYT,” she said.

“The other options considered by the Directors required Adelaide Managed Funds to utilise
the Fund'’s debt facility and in the current credit environment, introducing refinance risk on
behalf of Unitholders was not regarded as a prudent approach.”

Up to 10 per cent of the issued Units in the AYT may be bought back over the next 12 months
(based on regulatory limits). However, the total amount that the AYT may spend on the buy-
back is subject to the prevailing market price and availability of Units on ASX.

The AYT proposes to use cash derived from the repayment of principal from its investment
portfolio to finance the buy-back of Units. Principal repayments are forecast to total $8.2
million over the next 12 months. The Directors expect the buy-back to increase the overall
yield for Unitholders.

The number of Units in the AYT held by Adelaide Managed Funds Limited and its associates
is 108,223.

Credit Suisse Equities (Australia) Limited will act on behalf of AYT in relation to the buy-back.

Forecast FY2009 Yield

Despite the Proposal not proceeding, the Chief Executive Officer of Adelaide Managed Funds,
Bruce Speirs, confirmed that, pre-Proposal costs, AYT remains on track to deliver Unitholders a
floating rate return that is at the upper end of the current guidance of 4.00% to 4.50% above
the average 30-day BBSW for FY2009.

“We are confident that, based on our current expectations of interest rates, the Fund will
deliver to Unitholders a June 2009 quarter cash distribution of approximately $0.036 per Unit,
he said.

”



This forecast distribution will result in a cash yield for Unitholders equal to BBSW + 4.57%,
based on the average 30-day BBSW for the year?, and at $1.53 per Unit, a running yield for
FY2009 of 12%, pre-Proposal costs.

“This forecast FY2009 yield is at the upper end of our guidance, despite the global market

volatility, and continues the Fund's strong history of performance established since listing in
2006,” said Mr Speirs.

For further information, please contact:

Mr Bruce Speirs Mr Kym Masters

Chief Executive Officer Chief Investment Officer
Adelaide Managed Funds Adelaide Managed Funds
08 8300 6194 08 8220 7258

About Adelaide Managed Funds

Adelaide Managed Funds, a wholly owned subsidiary of Bendigo and Adelaide Bank, is the
responsible entity of the Adelaide Managed Funds Asset Backed Yield Trust.

For further information about Adelaide Managed Funds and the AYT, please visit:
www.adelaidemanagedfunds.com.au

2 Assumes an average 30-day BBSW for FY2009 equal to 4.7723%. Actual average 30-day BBSW for the year-to-
date equals 5.4362%
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Appendix 1 — KPMG Disclosures
Qualifications

KPMBG is the holder of an Australian Financial Services Licence, No 246901, under the
Corporations Act 2001 and is controlled by the KPMG partnership.

The individuals responsible for the preparation of this report are Don Manifold, Lilian Look and
Paul Lichtenstein.

Don Manifold is a partner in the KPMG Partnership and is an Executive Director of KPMG. He
holds a holds a Bachelor of Economics (Accounting) with honours, a Master of Business
Administration from the Australian Graduate School of Management and is a Member of the
Institute of Chartered Accountants in Australia. Don has over 10 years experience in the
provision of merger and acquisition advice and considerable experience in the valuation of
shares and businesses.

Lilian Look is a partner in the KPMG Partnership and is an Executive Director of KPMG. She
holds a Bachelor of Economics and a Bachelor of Laws, is a Fellow of the Financial Services
Institute of Australasia and is an Associate of CPA Australia. Lilian has over 10 years
experience in the preparation of valuations and expert reports on the valuation of shares and
businesses.

Paul Lichtenstein is a partner in KPMG’s Risk Advisory Services practice and leads KPMG’s
credit risk advisory practice in Australia. Paul holds a Bachelor of Economics, a Graduate
Diploma in Finance and is a member of the Institute of Chartered Accountants in Australia. Paul
has an extensive background in credit risk management including credit process design and
enhancement, credit quality reviews and the development of credit risk management tools and
models.

Disclaimers

It is not intended that this report should be used or relied upon for any purpose other than
KPMG’s opinion as to whether the Proposal is in fair and reasonable to Unitholders. KPMG
expressly disclaims any liability to any Unitholder who relies or purports to rely on the report
for any other purpose and to any other party who relies or purports to rely on the report for any
purpose whatsoever.

Other than this report, neither KPMG nor the KPMG Partnership has been involved in the
preparation of the Explanatory Memorandum. Accordingly, we take no responsibility for the
content of the Explanatory Memorandum as a whole.
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Independence

KPMG is entitled to receive a fee of $130,000, excluding GST, for the preparation of this report.
Except for these fees, KPMG has not received and will not receive any pecuniary or other
benefit whether direct or indirect for or in connection with the preparation of this report.

In addition to this report, the KPMG Partnership is entitled to receive not more than $85,000 for
the separate taxation advice on the tax implications of the Proposal for BEN.

Over the two years prior to the date of this report, KPMG and the KPMG Partnership have:
e undertaken no other work for the Fund

e undertaken various other professional assignments for BEN including an independent
expert’s report, a valuation of intangible assets and general corporate taxation advice.

A number of such assignments were on-going during the preparation of this report. Other than
this report and separate taxation advice on the tax implications of the Proposal for BEN
shareholders, none of these assignments related to any aspect of the Proposal.

Further, employees of KPMG, the KPMG Partnership and its affiliated entities may hold Units
in the Fund. However, no individual involved in the preparation of this report, or review thereof,
holds a material direct interest in the Units of the Fund. With the exception of these matters,
neither KPMG or the KPMG Partnership will receive any other benefits, whether directly or
indirectly, for or in connection with the making of this report.

During the course of this engagement, KPMG provided draft copies of this report to
management of AMF, as Responsible Entity of the Fund for comment as to factual accuracy, as
opposed to opinions, which are the responsibility of KPMG alone. Changes made to this report
as a result of these reviews have not changed the opinions reached by KPMG.

Consent

KPMG 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 the Unitholders. Neither the whole nor the
any part of this report nor any reference thereto may be included in any other document without
the prior written consent of KPMG as to the form and context in which it appears.

Indemnity

AMF, as Responsible Entity of the Fund, has agreed to indemnify and hold harmless KPMG,
the KPMG Partnership and/or KPMG entities related to the KPMG Partnership against any and
all losses, claims, costs, expenses, actions, demands, damages, liabilities or any other
proceedings, whatsoever incurred by KPMG, the KPMG Partnership and/or KPMG entities
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related to the KPMG Partnership in respect of any claim by a third party arising from or
connected to any breach by AMF of AMF’s obligations.

AMF, as Responsible Entity for the Fund, has also agreed that KPMG, the KPMG Partnership
and/or KPMG entities related to the KPMG Partnership shall not be liable for any losses,
claims, expenses, actions, demands, damages, liabilities or any other proceedings arising out of
reliance on any information provided by you or any of your representatives, which is false,
misleading or incomplete. AMF, as Responsible Entity for the Fund, has agreed to indemnify
and hold harmless KPMG, the KPMG Partnership and/or KPMG entities related to the KPMG
Partnership from any such liabilities we may have to AMF/and or the Fund or any third party as
a result of reliance by KPMG, the KPMG Partnership and/or KPMG entities related to the
KPMG Partnership on any information provided by AMF or any of AMF’s representatives,
which is false, misleading or incomplete.

This report was prepared by KPMG solely
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Appendix 2 — Sources of information

In preparing this report, we have considered, inter alia, the following main sources of
information:

The Fund

annual reports for the years ended 30 June 2007 and 2008
half year report for the six months ended 31 December 2008

various ASX announcements for the Fund

various press releases, public announcements, media and analyst presentation material and
other public filings by the Fund.

BEN

annual reports for the years ended 30 June 2007 and 2008
half year report for the six months ended 31 December 2008
BEN website

various ASX announcements for BEN

various press releases, public announcements, media and analyst presentation material and
other public filings by BEN.

Industry

various data series and publications from the Australian Bureau of Statistics and the RBA

various publications and financial information from APRA and the Australian Office of
Financial Management

various data from CBA Spectrum
various information from the Australian Securitisation Forum
various KPMG Financial Institutions Performance Surveys

various newspaper and media reports pertaining to the banking and asset securitisation
industries.
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General

» latest draft copy of the Explanatory Memorandum dated 25 February 2009 in relation to the
Proposal

« financial information from Bloomberg and IRESS

« financial information and reports from FinAnalysis and Connect 4

» publications from Standard & Poor’s

« various broker, independent expert and analysts reports and company websites.
We have had discussions with the AMF’s management team including:

e Mr Bruce Speirs, Chief Executive Officer

e Mr Kym Masters, Chief Investment Officer

e Mr Mark McKay, Portfolio Manager.

In addition, we have had discussions with AMF’s Independent Directors, being:

e Mr Stephen Treanor

e Ms Nancy Fox.
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Appendix 3 — Overview of valuation methodologies
Capitalisation of Earnings

An earnings based approach estimates a sustainable level of future earnings for a business
(maintainable earnings) and applies an appropriate multiple to those earnings, capitalising them
into a value for the business. The earnings bases to which a multiple is commonly applied
include Earnings Before Interest, Taxation, Depreciation and Amortisation (EBITDA), Earnings
Before Interest and Taxation (EBIT) and Net Profit After Taxation (NPAT).

In considering the maintainable earnings of the business being valued, factors to be taken into
account include whether the historical performance of the business reflects the expected level of
future operating performance, particularly in cases of continued development or when
significant changes occur in the operating environment and when the underlying business is
cyclical.

With regard to the multiples applied in an earnings based valuation, they are generally based on
data from listed companies and recent transactions in a comparable sector, with appropriate
adjustment after consideration has been given to the specific characteristics of the business
being valued.

The multiples derived for comparable quoted companies are generally based on share prices
reflective of the trades of small parcels of shares. As such, they generally reflect multiples
reflective of the prices at which portfolio interests change hands. That is there is no premium for
control incorporated within such pricing. They may also be impacted by the level of liquidity in
trading of the particular stock. Accordingly, when valuing a business en bloc (i.e. 100 percent) it
is appropriate to also reference the multiples achieved in recent transactions, where a control
premium and breadth of purchaser interest are more fully reflected.

An earnings approach is effectively a proxy for the DCF valuation approach. It may be used as a
primary valuation approach where the business subject to valuation is a stable business
operating in a relatively mature or developed industry, or to provide a market cross-check to the
conclusions reached under a theoretical DCF approach. An earnings approach is also commonly
adopted when sufficiently reliable forecast information to undertake a DCF is not available.

Net assets or cost based methodology

Under a net assets or cost based approach, total value is based on the sum of the net asset value
or the costs incurred in developing a business to date, plus, if appropriate, a premium to reflect
the value of intangible assets not recorded on the balance sheet.

Net asset value is determined by marking every asset and liability on (and off) the company’s
balance sheet to current market values.
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A premium is added, if appropriate, to the marked-to-market net asset value, reflecting the
profitability, market position and the overall attractiveness of the business. The net asset value,
including any premium, can be matched to the “book” net asset value, to give a P/BV, which
can then be compared to that of similar transactions or quoted companies.

A net asset or cost based methodology is most appropriate for businesses where the value lies in
the underlying assets and not the ongoing operations of the business (e.g. real estate holding
companies). A net asset approach is also useful as a cross-check to assess the relative riskiness
of the business (e.g. through measures such as levels of tangible asset backing).

DCF methodology

Value is future oriented and accordingly the theoretically correct manner to assess value is to
consider future earnings potential of a business. Under a DCF approach, forecast cash flows are
discounted back to the valuation date, generating a net present value for the cash flow stream of
the business. A terminal value at the end of the explicit forecast period is then determined and
that value is also discounted back to the valuation date and added to the net present value of the
cash flow stream to give an overall value for the business.

In a DCF valuation, the forecast period should be of such a length to enable the business to
achieve a stabilised level of earnings, or to be reflective of an entire operation cycle for more
cyclical industries. Typically a forecast period of at least five years is required, although this can
vary by industry and by sector within a given industry.

Discount rate

The rate at which the future cash flows are discounted (the Discount Rate) should reflect not
only the time value of money, but also the risk associated with the business’ future operations.
This means that in order for a DCF to produce a sensible valuation figure, the quality of the
underlying cash flow forecasts is fundamental.

The Discount Rate typically employed is the Weighted Average Cost of Capital of the business,
reflecting an optimal (as opposed to actual) financing structure, which is applied to unleveraged
cash flows and results in an enterprise value for the business. Alternatively, in certain
circumstances, it is more appropriate to apply an equity approach, which takes the business’ cost
of equity and applies it to leveraged cash flows to determine an equity value for the business.

Terminal value

In calculating the terminal value, regard must be had to the business’ potential for further
growth beyond the explicit forecast period. The “constant growth model”, which applies an
expected constant level of growth to the cash flow forecast in the last year of the forecast period
and assumes such growth is achieved in perpetuity, is a common method. The terminal value
calculation should be cross-checked for reasonableness against implied exit multiples.
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Industry specific methodology

Depending on the industry in which the business operates, an industry specific approach may be
appropriate in assessing value. Industry specific methodologies typically involve the application
of a ‘rule of thumb’, which is accepted within the industry as an appropriate basis for
benchmarking value.

Industry specific methodologies typically involve the application of a multiplier to an operating
metric such as revenue, customer numbers or funds under management.

The multiplier applied is determined with reference to common perception in the market, which
is supported through empirical evidence from recently completed transactions.

An industry specific methodology is most appropriate as a cross-check of the value determined
by applying one of the above methodologies as a primary methodology.

Enterprise or Equity Value

Depending on the valuation approach selected and the treatment of the business’ existing debt
position, the valuation range calculated will result in either an enterprise value or an equity
value being determined.

An enterprise value reflects the value of the whole of the business (i.e. the total assets of the
business including fixed assets, working capital and goodwill/intangibles) that accrues to the
providers of both debt and equity. An enterprise value will be calculated if a multiple is applied
to unleveraged earnings (i.e. Revenue, EBITDA, EBIT) or unleveraged free cash flow.

An equity value reflects the value that accrues to the equity holders. To compare an enterprise
value to an equity value, the level of net debt must be deducted from the enterprise value. An
equity value will be calculated if a multiple is applied to leveraged earnings (i.e. Net Profit after
Taxation) or free cash flow, post debt servicing.

Monte Carlo simulation

This methodology is common market practice in the valuation of equity options, especially
where conditions or hurdles are dependent upon the future value of the security.

The Monte Carlo method is a procedure for repeatedly sampling potential random movements
in a security’s price. Using this repeated random sample in conjunction with certain forecast and
historical data (such as interest rates, dividend yields and volatility), it is possible to form a
probability distribution of a security’s price at a particular time in the future and hence estimate
the average or mean security price at this time.

The underlying model of the stock’s behaviour used in this method is geometric Brownian
motion. The random movements in the security’s price are predicted using a random draw from
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a standard normal distribution. The key inputs in a Monte Carlo simulation are the initial stock
price, the drift rate (generally the risk free rate less the net dividend yield) and the volatility
exhibited by the stock price.
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