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Retirement Village Investment
Series 1 — Prospectus 5

Retirement Village Investment Notes — Series 1 (Notes'or ‘Series 1 Notes') comprised of Series 1 - Prospectus 1, Series 1 - Prospectus 2,
Series 1 - Prospectus 3, Series 1- Prospectus 4, and Series 1 - Prospectus 5 are issued by Australian Unity Finance Limited

(ABN 35 114 646 070) (Australian Unity Finance' or ‘Issuer’). Australian Unity Finance is the issuer of this prospectus and takes full
responsibility for it.

The Notes offered under this prospectus were originally issued under Retirement Village Investment Notes Prospectus #1
Part A dated 14 October 2005, and Retirement Village Investment Notes Prospectus #1 Part B - Detailed Terms - Series 1 dated
30 November 2005 (‘Prospectus #17).

The Notes are secured notes for the purposes of Section 283BH of the Corporations Act 2001 (Cth), as modified by ASIC Class
Order [CO 12/1482] When debentures can be called secured notes.

Australian Unity Finance does not hold, and is not required to hold, an Australian Financial Services (AFS) licence as the issue

is being made pursuant to an agreement between Australian Unity Finance and Australian Unity Funds Management Limited
(ABN 60 071 497 115, AFS Licence No. 234454) (‘Australian Unity Funds Management') as the asset manager in accordance with
the licence conditions and authorisations of the AFS Licence held by Australian Unity Funds Management. Australian Unity
Funds Management relies upon an ‘intermediary authorisation’for the purposes of Section 911A(2) (b) of the Corporations Act
2001 (Cth).

Australian Unity Property Limited (ABN 58 079 538 499, AFS Licence No. 234455) (‘Australian Unity Property’) is the trustee of
the Australian Unity Retirement Village Trust #1 and Australian Unity Retirement Village Trust #2.

Australian Unity Finance, Australian Unity Retirement Living Investments Limited (ABN 27 114 646 098) (‘Australian Unity
Retirement Living Investments’), and Australian Unity Funds Management are wholly owned subsidiaries of Australian Unity
Limited (ABN 23 087 648 888) (‘Australian Unity’).

A reference to'we,'us’and ‘our’in this document is a reference to Australian Unity Finance.

A reference to ‘Australian Unity Investments'in this document is a general description which covers those entities within the
Australian Unity group of companies undertaking investment activities, which includes Australian Unity Funds Management,
Australian Unity Property, Australian Unity Finance and Australian Unity Retirement Living Investments.

A Melbourne business day is a business day on which Australian banks are open for business in Melbourne excluding Saturday,
Sunday and Public Holidays.

Neither Australian Unity, nor any member of the Australian Unity group of companies provides any guarantee or support for
the payment of interest for, and the return of capital of, the Notes. You should consider this when assessing its suitability for
your investment needs.

The Trust Company (Australia) Limited (ABN 21 000 000 993) (‘Trustee’) is the trustee of the Notes. Neither the Trustee nor any
of its related parties or associates makes any representations or gives any guarantees or assurance as to the performance of
Australian Unity Finance, payments under the Notes, or any particular overall rate of return. The Trustee has consented to the
material in this prospectus which refers or relates to it. The Trustee can be contacted at the following address; Attention: Head
of Structured Finance Services, The Trust Company (Australia) Limited, Level 3, 530 Collins St, Melbourne, Victoria, 3000.

Australian Unity Finance reserves the right to withdraw the offer for these Notes at any time. It reserves the right to decline any
application received (either in whole or part) in its absolute discretion.

This prospectus expires 30 November 2012.

This document can only be used by investors receiving it (electronically or otherwise) in Australia. It does not constitute an offer
or invitation in any place outside Australia.

All amounts in this document are in Australian dollars (SAUD).

This prospectus is available in electronic format including via access to the Australian Unity Investments website. If you receive
it electronically, please ensure that you have received the entire document and Application Form. If you are unsure whether
what you have received is complete in its entirety, please contact us on 13 29 39. Paper copies are available free of charge while
the offer is open by calling 13 29 39.

A copy of this prospectus has been lodged with the Australian Securities and Investments Commission (ASIC) who takes no
responsibility for its contents.
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Australian Unity

Australian Unity focuses on improving the financial wellbeing
of its investors and creating investments that are genuinely
different to the rest of the market.

Investments

Understanding that it's the smaller things that often have the
biggest impact on your financial wellbeing, Australian Unity’s
investment managers are always looking for better ways to
manage money and have created a number of investment
funds across all major asset classes including fixed interest,
mortgages, property and equities.
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Australian Unity Retirement Living Services

Australian Unity Retirement Living Services Limited
(ABN 17 085 317 595) employs over 750 staff and has an
enviable track record in the retirement living sector.

Australian Unity is a major provider of accommodation and
related services to retirees, operating retirement villages and
aged care facilities in 11 locations in New South Wales and in
five locations in Victoria, offering over 1,700 home units, 450
aged care beds and 100 community care places as well as
transitional and day respite care services.

Retirement village services range from completely independent
living to assisted living in serviced apartments.

Whilst estimates vary, it is considered that retirement village
living has penetrated only 5% of the over 65 age group. With
the increasing consolidation in the sector leading to a greater
focus on resident satisfaction and product quality, industry
estimates indicate that retirement village living will continue
to grow substantially over coming decades.

Australian Unity plans to increase the size of its retirement
living business over the next few years. This growth strategy is
underpinned by the rapidly rising demand for retirement and
aged care accommodation in Australia.

These expansion plans demonstrate the commitment of
Australian Unity to becoming an industry leader, differentiated
by a commitment to quality and resident wellbeing.



A snapshot of the Notes

Purpose of funds:

The purpose of this capital raising is to facilitate withdrawals from Notes issued under Series 1 Prospectus #1. Notes
redeemed from Prospectus #1 will be reissued to new investors under this prospectus.

The capital raised by Australian Unity Finance under Prospectus #1 was lent to Australian Unity Retirement Living
Investments to finance the acquisition of units in the Australian Unity Retirement Village Trust #1, which it continues to
hold.

Australian Unity Finance and Australian Unity Retirement Living Investments are related parties in the Australian Unity
group of companies.

Security:

ATrustee has been appointed to hold certain security for the benefit of Note holders, and to enforce the security of the
repayment of the funds invested by Note holders. This security is provided by Australian Unity Finance and consists of a
registered first ranking security interest over:

= the loan, made by Australian Unity Finance to Australian Unity Retirement Living Investments;

= the security interest, granted as security for the loan, over an allotment of units held by Australian Unity

® Retirement Living Investments in Australian Unity Retirement Village Trust #1; and

= the right to receive money payable in connection with the loan and the security interest.

The value of the assets supporting the security is sufficient and is reasonable likely to be sufficient to repay the Notes and
other liabilities that rank in priority, or have equal priority, to the Notes. However, there is a risk that investors could lose
some or all of their money.

Details of the assets underlying the security are provided in Benchmark 5 on page 5. Further information concerning
Australian Unity Finance’s lending activities is provided in Benchmark 6 on page 6.

Although these are secured Notes, they are not a bank deposit.

Maximum amount to be
raised in this prospectus:

A$8,990,000 (8,990,000 Notes)

Issue price:

$1.00 per Note

Minimum investment:

$5,000 (5,000 Notes), and thereafter in multiples of $1,000 (1,000 Notes)

Terms: 3,5,and 7 years.
We may offer to extend the Notes for a further term in writing prior to maturity. See below for your withdrawal rights.
Maturity dates: = 3Year Notes: 30 November 2015

m 5 Year Notes: 30 November 2017
m 7 Year Notes: 30 November 2019

Interest rates:

= 3Year Notes: 7.00% per annum
= 5Year Notes: 7.50% per annum
m 7 Year Notes: 7.50% per annum

Applications close:

30 November 2012. Offer may be closed earlier than this date.

Interest calculation and
payment:

Notes may be issued by Australian Unity Finance at any time after having received applications, up to the closure date.

Regardless of when Notes are issued:

= Notes will be subject to the maturity dates specified above; and

= Interest is calculated from the first Melbourne business day that your completed Application Form and application
monies are accepted.

Generally, you will receive four equal payments of interest each year over the term of the Notes. Your first interest payment
may also include interest from the day we accept your application.

Interest is normally paid within 14 days of the end of each quarter, ending on:

28 February;
31 May;

31 August; and
30 November

Fees:

We do not charge or deduct any management, entry or exit fees from investments that remain invested for the full term.

Early withdrawal:

Withdrawal prior to the maturity date will only be permitted solely at the discretion of Australian Unity Finance. Usually an
early withdrawal request is approved only in exceptional circumstances, such as death or extreme financial hardship. An early
withdrawal fee may apply. See page 11 for details.

Withdrawal at maturity:

We may extend the term prior to the maturity date by notifying you in writing, together with all the information you need,
including information on how to withdraw. Should you wish to withdraw, you will have an unrestricted opportunity to so
do. You must notify us in writing no later than 3 months before the end of your scheduled maturity date of your election
to withdraw.

Should you not notify us that you wish to withdraw, your Notes will automatically extend for the same number of
years as your original term. There are limited withdrawal rights, see page 11 for details. The interest rate payable for the
extended term may vary from the interest rate noted above.
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ASIC Benchmarks

The Australian Securities and Investments Commission

(ASIC) has issued a set of benchmarks to help you understand
and assess unlisted debentures, such as these Notes. The
benchmarks, including how the Notes measure against them,
are set out below. This information has been provided to assist
you in better understanding the nature of this investment. You
should consider each of these benchmarks separately before
making a decision to invest in the Notes.

In accordance with continuous disclosure obligations, we will
maintain benchmark information for the Notes on our website,
which will be updated at regular intervals and upon any
material changes to the Notes.

The Notes are secured notes for the purposes of Section 283BH
of the Corporations Act 2001 as modified by ASIC Class Order
[CO 12/1482] When debentures can be called secured notes.

Benchmark 1: Equity Ratio

This benchmark requires issuers of debentures to have a
minimum equity ratio (defined as total equity divided by
total liabilities + total equity) of 8%, where they are not
engaged in property development activities.

We meet this benchmark as we have an equity ratio of 10.7%
as at 30 June 2012, which exceeds the minimum requirement
of 8%. As at 30 June 2011 the rate was 10.3%.

Benchmark 2: Liquidity

This benchmark requires issuers to ‘have cash flow
estimates for the next three months’ and to ‘ensure that at
all times they have cash or cash equivalents sufficient to
meet projected cash needs over the next three months.

We meet this benchmark as we prepare estimates of cash flows
three months ahead to ensure that at all times we hold cash or
cash equivalents sufficient to meet projected cash needs over
the next three months.

We do not have a policy of matching loan terms with
investment maturities as the underlying assets are long term
businesses and are not realised at the end of loan terms.

In estimating cash flows, we take into account a reasonable
estimate of rollovers based on previous experience. Material
assumptions underlying cash flow projections include analysis
of past maturities and consideration of budget projections,

however we exclude new fundraising and new lending business.
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Historically greater than 75% of Notes have been rolled over at
maturity. Any changes to the interest rate offered on the Notes
do not significantly impact net cash flow as the interest inflows
are always 0.25% higher than interest outflows.

To ensure that at all times cash on hand or cash equivalents
remains sufficient to meet projected cash needs over the next
three months, Australian Unity Retirement Living Investments
currently holds approximately $1.3 million of cash which is
available to cover cash flows from Australian Unity Retirement
Village Trust #1 and Australian Unity Retirement Village Trust
#2 should short term shortfalls in distributions from those
trusts occur.

Cash flows for the three months to 31 December 2012
are estimated to be as follows:

Australian Unity Finance Limited

Estimated Inflows $1.359m
Estimated Out Flows $1.299m
Estimated Net Cash Flow $0.060m

There are a total of $16.071m worth of Notes expiring in the
three months to 31 December 2012.

Benchmark 3: Rollovers

This benchmark requires issuers to clearly
disclose their approach to rollovers.

We meet this benchmark as we outline our approach

to rollovers in this prospectus. Rollovers do not happen
automatically, however we may decide to extend the
maturity date of the Notes. We may extend the term by
notifying investors in writing at least four months prior
to the maturity date, letting investors know the proposed
interest rate and the maturity date for the extended term
should the investor wish to extend.



Benchmarks 4 & 5: Debt Maturity and Loan portfolio

These benchmarks require issuers to disclose the maturity
profile of interest bearing securities including value and
interest rates or average interest rates applicable to their
debts. And for issuers who on-lend funds to disclose the
current nature of their loan portfolio.

We meet these benchmarks and understand the importance
of a transparent loan portfolio. The nature of the loan portfolio
at 30 June 2012 was as follows:

Years to

Interest

EESEE

bearing Debt maturity %p.a. Valuesm
Series 1 042 9.00 8.990
142 8.25 1.286
242 825 8.598
342 8.75 3.808
442 8.50 1.318
Series 2 2.50 825 4118
375 8.00 2912
4.50 8.50 0.770
Series 3 0.50 8.00 7.081
1.75 8.25 0.120
2.00 8.50 5.823
2.00 8.25 0.498
2.75 825 0.130
3.00 8.00 4515
3.75 7.50 7.045
475 8.50 0.145
4.00 8.75 3,521
4.00 8.50 0.890
4.50 8.50 0.233

What is the maturity profile of the interest bearing assets
by term and value?

The maturity profile of the interest bearing assets at
30 June 2012 as follows:

Ir.1terest Years Fo Interest rate Value $m
bearing Assets maturity %p.a.
Series 1 042 9.25 8.990
142 8.50 1.286
242 8.50 8.598
342 9.00 3.808
442 8.75 1318
Series 2 2550 8.50 4118
3.75 8.25 2912
450 8.75 0.770
Series 3 0.50 8.25 7.081
1.75 8.50 0.120
2.00 8.75 5.823
2.00 8.50 0.498
2.50 8.50 0.130
275 8.25 4515
3.00 775 7.045
3.75 8.75 0.145
4,00 9.00 3.521
4.00 8.75 0.890
450 8.75 0.233

How many loans are in the portfolio and what is the value of them?
There are three loans:

= $24,000,000; and

= $7,800,000; and

= $30,000,000.

What proportion of the total loan monies are lent on a
‘secured’ basis and what is the nature of the security?

All of the loan monies are lent on a secured basis.

Series 1 Notes and Series 2 Notes are secured by first ranking
security interests held by the Trustee for the benefit of Note
holders, over:

= the loans made by Australian Unity Finance to
Australian Unity Retirement Living Investments;

= the security interests, granted as security for the loans, over
allotments of units held by Australian Unity Retirement Living
Investments in Australian Unity Retirement Village Trust #1; and

= the right to receive money payable in connection with the
loans and the security interests.
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Series 3 Notes are secured by a first ranking security interest,
held by the Trustee for the benefit of Note holders, over:

= the loan made by Australian Unity Finance to Australian Unity
Retirement Living Investments;

the security interest, granted as security for the loan, over
an allotment of units held by Australian Unity Retirement
Living Investments in Australian Unity Retirement Village
Trust #2; and

the right to receive money payable in connection with the
loan and the first ranking security interest.

Australian Unity Finance has provided the above security
arrangements which are held by the Trustee for the benefit
of Note holders.

How are the loans classified by activity and
geographic region?

There is one loan for $24,000,000 funded by Series 1 Notes
which has been used by Australian Unity Retirement Living
Investments to invest in units in a trust - the Australian
Unity Retirement Village Trust #1, which owns and operates
retirement villages and aged care facilities in Victoria and
New South Wales.

There is a second loan for $7,800,000 funded by Series 2 Notes
which has been lent by Australian Unity Retirement Living
Investments to Australian Unity Retirement Living Services to
use to expand its retirement living business in Victoria and
New South Wales.

There is a third loan for $30,000,000 funded by Series 3
Notes which has been used by Australian Unity Retirement
Living Investments to invest in units in a trust - the Australian
Unity Retirement Village Trust #2, which owns and operates
retirement villages in New South Wales.

Australian Unity Retirement Village Trust #1

' ' Value ($M)
State | No of Retirement Villages (30 June 2012)
NSW 2 46.10

vic : 17.16

Australian Unity Retirement Village Trust #2

State | No of Retirement Villages Value (SM)
(30 June 2012)
NSW 3 60.09

What proportions of the loans are in default or arrears?

The loans funded by Series 1T Notes, Series 2 Notes and Series
3 Notes are not in default or arrears, and have not been at any
time since the loans were established.

6 Australian Unity Retirement Village Investment Notes

What proportion of the total loan monies have been lent
to our largest borrower? And 10 largest borrowers?

All of the loan monies funded by Series 1 Notes have been lent
to Australian Unity Retirement Living Investments.

All of the loan monies funded by Series 2 Notes have been
lent to Australian Unity Retirement Living Investments, which
on lent all of the loan monies to Australian Unity Retirement
Living Services.

All of the loan monies funded by Series 3 Notes have been lent
to Australian Unity Retirement Living Investments.

What proportions of the loans are in subject
to legal proceedings?

There are no loans subject to legal proceedings.

Benchmark 6: Related party transactions

This benchmark requires issuers who on-lend funds to
disclose their approach to related party transactions and
any policy the Issuer has regarding related party lending.

We meet this benchmark. All loans have been lent to related
parties. The prospectuses state that the proceeds raised by
Australian Unity Finance from issuing the Series 1 Notes have
been lent to a related party - Australian Unity Retirement Living
Investments and the proceeds raised by Series 2 Notes have
been lent by the Issuer to Australian Unity Retirement Living
Investments and then on lent to Australian Unity Retirement
Living Services.

These loans total $61.8 million equating to 50.10% of total assets.

The proceeds raised by Australian Unity Finance from issuing
the Series 3 Notes have been lent to a related party - Australian
Unity Retirement Living Investments.

Investors should refer to Benchmarks 4 & 5 for further details on
specific loans. The terms of the loans funded by the Notes are
detailed in a loan agreement, and the loans have been entered
into on commercial terms.

All other transactions we enter into in relation to the Notes,
including those with related parties, are on arm’s length
commercial terms. Entities within the Australian Unity Group
may provide registry, accounting and tax services to the Notes
for fees charged at commercial rates.

Policies and guidelines are in place to manage the risk of any
actual or perceived conflict of interest as a result of a related
party transaction. Related party transactions with Australian
Unity group entities are reviewed and approved by senior
management with clearly identified governance policies
and guidelines.



Benchmark 7: Valuations

This benchmark for property valuations, where an issuer is
involved in or lends money for property-related activities,
requires the issuer to establish a panel of valuers, and to
ensure that no one valuer conducts more than a third of
the issuer’s valuation work.

We do not meet this benchmark as the Issuer does not use
property valuers for these valuations, and therefore has not
established a panel of valuers for valuations.

Australian Unity Property values the units held by Australian
Unity Retirement Living Investments in the Australian Unity
Retirement Village Trust #1 and the Australian Unity Retirement
Village Trust #2 (the Trusts) quarterly on a‘going concern’basis.
The underlying assets in each of the Trusts are also valued at
that time by the trustee, Australian Unity Property.

The nature of the assets in each of the Trusts is the business
of owning and operating retirement villages and aged care
facilities, rather than the direct property itself.

Series 1 Notes and Series 2 Notes are secured by first ranking
security interests, held by the Trustee for the benefit of Note
holders, over:

= the loans made by Australian Unity Finance to Australian
Unity Retirement Living Investments;

= the security interests, granted as security for the loans, over
allotments of units held by Australian Unity Retirement Living

Investments in Australian Unity Retirement Village Trust #1; and

= the right to receive money payable in connection with the
loans and the security interests.

Series 3 Notes are secured by a first ranking security interests,
held by the Trustee for the benefit of Note holders, over:

= the loan made by Australian Unity Finance to Australian Unity

Retirement Living Investments;

= the security interest, granted as security for the loan, over an
allotment of units held by Australian Unity Retirement Living

Investments in Australian Unity Retirement Village Trust #2; and

= the right to receive money payable in connection with the
loan and the security interests.

The underlying assets of the Australian Unity Retirement Village

Trust #1 and the Australian Unity Retirement Village Trust #2 —
the physical retirement village properties - are not security for
any of the Notes Series.

Benchmark 8: Lending principles - loan-to-valuation ratios

This benchmark requires loan-to-valuation ratios to not
exceed 80%, where an issuer on-lends money in relation
to property-related activities and the loan does not relate
to property development.

We meet this benchmark as the ratios of the loans to the market
value of Australian Unity Retirement Living Investments' units in
each of the Trusts is less than the required 80% as shown below:

Loan-to-value Ratio

(as at 30 June 2012)
Australian Unity Retirement Village 60.70%
Trust #1
Australian Unity Retirement Village 55989
Trust #2
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Understanding the risk of investing

What is risk?

‘Risk’ can generally refer to the variability and volatility of
an investment return and the likelihood of incurring a loss
on your investment.

All investments come with a degree of risk. You will need to
determine how much risk you are able, or willing, to tolerate.
The main risks of investing include a decrease in the value of
your investment, a fluctuation or a decrease in the amount
of income generated from the investment, or a lower than
expected rate of return.

These risks can arise from various circumstances, including:

= changes to government policies relating to tax or economics
that may have adverse impacts on investment markets or the
tax treatment of investment returns (‘regulatory risk’); and

= changes to social, economic (e.g. inflation and interest rates),
political, commercial and technological environments or to
market sentiment, that may make certain investments less
attractive (‘market risk’).

Itis commonly accepted that there is a relationship between
the level of return generated by an investment and its level
of risk. The spectrum below shows the five main types of
investments according to their relationship between risk and
return for you to consider.

Cash Mortgages Fixed interest Property Equities
< - m - - - >
Lower risk, Higher risk,
but normally a lower and normally a higher return
return over a longer term over alonger term

If the security of your money is your highest concern when
selecting investments, you should choose an investment with
lower risk, bearing in mind that your return may be lower in the
long-term. Conversely, if your focus is towards achieving higher
returns, you will need to be comfortable with the fluctuations
in the value of your investment before selecting an investment
with higher risk.

Risks relevant to this investment

A secured note is a type of fixed interest investment. It is a loan
from you to the borrower at a fixed rate of interest, and for a
defined term.

This is achieved by purchasing a note that has been issued by
the borrower that is an obligation on the borrower to pay you
accrued interest on the loan, and to repay to you the principal
of the loan at the end of the term.
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Interest rate risk

The rate of interest paid by the borrower is fixed for the

term, whereas market interest rates may vary. There is a risk
that market interest rates may go up over the term and

be higher than that paid by the borrower to you as a Note
holder. The interest rates applied for the terms of the Notes
are listed on page 3. Should we extend the terms of the Notes
upon maturity, the interests rates offered at that time may

be different.

Term risk

Generally, you cannot withdraw your investment before the
end of the term. Except in exceptional circumstances you will
be required to hold the Notes for their full term. We may extend
the term of the Notes by notice in writing at least four months
before the scheduled maturity date. Unless you notify us in
writing by no later than three months before the maturity date
that you wish to withdraw your investment, you will be taken
to have extended your Notes for the further term and at the
interest rate specified in our notice. See "Early withdrawal” on
page 11 for further details.

These Notes are not traded on a market exchange like equities
are traded, therefore, unless you find a willing buyer they
cannot be easily transferred or sold.

Borrower risk

There is a risk that the borrower may not be able to meet its
obligations to pay you interest, and to repay your principal
in full or at all, that is, there is a risk that investors could lose
some or all of their money. A circumstance may arise where
a significant number of Note holders wish to withdraw at
maturity and we do not have the liquid assets available

to meet withdrawals. In such a situation we would seek

to raise replacement capital, however there is a risk we

may be unable to do so.

The borrower’s capacity to meet its obligations is affected

by the performance of Australian Unity Retirement Living
Services. Risk relating to the performance of Australian Unity
Retirement Living Services is outlined in the "Retirement village
operations risk” section below. The Notes are not secured
against any direct property assets of the borrower, and in the
event of a default on the part of the borrower there is a risk
that the amount of capital repaid to you could be delayed and/
or reduced. See page 16 "Defaults and how they are handled”
for further information.



Retirement village operations risk

The operating and financial performance of Australian
Unity Retirement Living Services, a related party to AUFL, is
dependent on the value of the retirement village properties
as well as the turnover of units at the retirement villages.

A significant decline in the value of the retirement village
properties or the turnover of units would have a material
adverse effect on the operating and financial performance

of Australian Unity Retirement Living Services and impact the
value of Australian Unity Retirement Village Trust#1. This in turn
would impact the ability of Australian Unity Finance to meet
its interest obligations to you as a Note holder.

Australian Unity Retirement Living Investments derives income
from retirement villages and related assets. This income
supports interest payments to Note Holders. There is the risk
that operation of the underlying retirement villages and related
assets does not deliver sufficient income to enable Australian
Unity Retirement Living Investments to meet its repayment
obligations to Australian Unity Finance. However, Australian
Unity Retirement Living Investments holds an amount of cash
which is available to support cash flows from Australian Unity
Retirement Village Trust #1 should short term shortfalls in
distributions from those trusts occur.

Regulatory risk

The operation of retirement villages is subject to government
regulatory risk. Any change in government policy towards
retirement villages may impact the operating and financial
performance of Australian Unity Retirement Living Services and
Australian Unity Retirement Living Investments'investment in
AURVT#1.This in turn would impact the ability of Australian Unity
Finance to meet its interest obligations to you as a Note holder.

How we manage risk

We are unable to eliminate all investment risks, but we
do analyse, manage and aim to reduce the impact of
risks through the use of carefully considered investment
guidelines and processes.

How you can manage your risk
In managing your risk, we recommend that you:

= seek your own professional advice to help you understand
how your current financial situation, and your investment
objectives, affect the selection of investments that you
can make;

= consider your investment timeframe, your investment
objectives and your risk tolerance; and

= diversify your investments to help reduce risk and the
volatility of investment returns.
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Features of the Notes

Purpose

This prospectus invites applications for investment in secured
notes which are a loan from you to Australian Unity Finance. We
are obliged to pay you accrued interest on the loan quarterly
and to repay to you the principal of the loan at maturity.

Funds raised under this prospectus will be used to facilitate
withdrawals from Notes issued under Prospectus #1 that
mature on 30 November 2012.

Notes that mature and are redeemed on 30 November 2011
will be reissued to new investors under this prospectus.

The capital raised by Australian Unity Finance under
Prospectus #1 was loaned to Australian Unity Retirement Living
Investments - a related party in the Australian Unity group of
companies - to finance the acquisition of units in the Australian
Unity Retirement Village Trust #1.

Security

The Notes are classified as ‘secured notes'under the
Corporations Act 2001 (Cth), as modified by ASIC Class Order
[CO 12/1482] When debentures can be called secured notes. These
Notes are not a bank deposit.

The Notes are issued under a Trust Deed which contains the
terms and conditions on which applications for investment may
be accepted, and contains a number of binding conditions on
Australian Unity Finance for your protection.

The loan made by Australian Unity Finance to Australian Unity
Retirement Living Investments is also subject to contractual
arrangements and obligations between the various parties
including a loan agreement and a first ranking security interest.

The Trustee has been appointed as independent trustee

to hold certain security for the benefit of Note holders, and

to enforce the security of the repayment of the funds invested
by Note holders. This security consists of a first ranking
security interest over:

= the loan made by Australian Unity Finance to Australian Unity
Retirement Living Investments;

= the security interest, granted as security for the loan, over an
allotment of units held by Australian Unity Retirement Living
Investments in Australian Unity Retirement Village Trust #1; and

= the right to receive money payable in connection with the
loan and the security interest.

The value of the assets supporting the security is sufficient

and is reasonably likely to be sufficient to repay the Notes and
other liabilities that rank in priority, or have equal priority, to the
Notes. However, there is the risk that investors could lose some
or all of their money.

The security the Trustee holds for the benefit of Note holders
may be affected by the financial position or performance of
Australian Unity Retirement Living Services. Refer to "Retirement
village operations risk”on page 9 for more information.
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Applications to invest

The maximum amount to be raised under this prospectus
will be A$8,990,000 (8,990,000 Notes).

The issue price for a note is $1.00. The minimum investment
amount is $5,000 (5,000 Notes), and thereafter in multiples of
$1,000 (1,000 Notes).

You can make an investment in the Notes by completing
the Application Form at the back of this prospectus and
sending it to us along with a cheque or with completed
direct debit details. Pending the issue of Notes to an investor,
the application monies will be held in a trust account that
complies with the Corporations Act.

No applications will be accepted on the basis of this prospectus
later than 30 November 2012. We may close this offer of Notes
earlier than this date. If the Notes you have applied for are fully
subscribed by the date on which we receive your Application
Form and application monies, your application monies will be
returned to you.

The 14 day cooling off period that applies to investors for some
financial products does not apply to this investment.

Interest rate and term offered

There are three separate terms available for investment,
each with the corresponding interest rate:

= 3Year Notes: 7.00% per annum
= 5 Year Notes: 7.50% per annum
= 7 Year Notes: 7.50% per annum

The maturity date for each term is:
= 3 Year Notes: 30 November 2015
= 5 Year Notes: 30 November 2017
= 7 Year Notes: 30 November 2019

Interest calculations

The interest rates are quoted as a’per annum’rate. They are
calculated from the first Melbourne business day that your
completed Application Form and application monies are
accepted by us until the end of the term.



Interest payment frequency

Interest is paid quarterly in arrears, based on a quarter of the
‘per annum’interest rate. There is no deferred interest payment
or interest reinvestment option available.

Interest is normally paid within 14 days of the end of each
quarter, ending on: 28 February, 31 May, 31 August and

30 November. Your first interest payment may also include
interest from the day we accept your Application Form and
application monies.

Payments only by direct credit

Interest payments and the repayment of your principal will only
be made by direct credit into the account specified by you in
the Application Form or as advised to us in writing. We cannot
pay by cheque.

If you do not nominate an account (or your payment is not
accepted into your nominated account), payments will be
invested on your behalf in the Australian Unity Wholesale Cash
Fund (ARSN 111 933 361), until you notify us otherwise.

Early withdrawal

We are not required to accept withdrawal requests before the
end of the term or any other further term should the term of
your Notes be extended for a further term. We may accept an
early withdrawal request in whole or in part at our absolute
discretion, and generally only in exceptional circumstances.
Should you wish to withdraw some or all of your investment
in the Notes before the end of the term and Australian Unity
Finance agrees to your early withdrawal request, an early
withdrawal fee may apply, see ‘Fees and expenses’ for the
amount of the fee.

Transfers

You have the flexibility to transfer your Notes to another person
prior to the end of the term free of charge by completing a
standard transfer form. A copy can be obtained by telephoning
Australian Unity Investments on 13 29 39.

The Notes may only be transferred in lots of 1,000 Notes. Any
transfer registered by Australian Unity Finance prior to the
payment of interest for the quarter will result in all of that
quarter’s interest being paid to the new holder of the Notes.

Withdrawal at maturity

At maturity, we will repay the principal in full together with any
final interest payment within 14 days.

Term extensions or rollovers

We may extend the term or any further term by notifying you
in writing at least four months prior to the scheduled maturity
date, letting you know the proposed interest rate and the
maturity date for the extended term.

If you do not wish to invest for the extended term, simply notify
us in writing three months prior to the maturity date letting us
know that you wish to withdraw. Should you wish to withdraw,
you will have an opportunity to do so at the scheduled maturity
of your Notes by giving three months notice as described above.

However, if you do not notify us that you wish to withdraw you
will be taken to have extended your Notes for the additional
term at the interest rate notified by us, and you will not be
able to withdraw before the end of the term other than in
accordance with the information under the heading “early
withdrawal’above.

Fees and expenses

We do not charge or deduct any entry, exit or management
fees from your investment in the Notes if you hold them for
the full term.

An early withdrawal fee may apply if we accept a withdrawal
request before the end of the term. Australian Unity Finance
may deduct from your principal an amount of up to 50% of
the interest payable for the term of the Notes, should the
withdrawal request be accepted.

Should we extend the term, then the early withdrawal fee will
only apply from the original maturity date to the maturity date
of the extended term. We will confirm this fee in writing to you
before we accept your early withdrawal request.

Commissions

Your financial adviser will receive remuneration for placing your
investment in the Notes unless they choose not to receive it.
The remuneration is paid as commission. This is not a cost that
is paid by you. It is paid by Australian Unity Funds Management.

The commission (including GST) is:

= an initial payment equivalent to 0.55% of the value of your
investment; and

= an ongoing payment equivalent to 0.44% per annum of the
value of your investment, paid quarterly, commencing 12
months after the issue of your Notes.

Your financial adviser is required to disclose to you all
remuneration received for placing your investment in the Notes.
You may be able to negotiate adviser remuneration with your
financial adviser. Any reduction in adviser remuneration will be
paid to you (excluding GST) in addition to the interest paid by
the Notes.
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Alternative remuneration register

From time to time, we may also offer other incentives
(alternative remuneration to your financial adviser) which
are determined by us and paid out of our own money.

Australian Unity Investments maintains an Alternative
Remuneration Register in accordance with the FSC/FPA Industry
Code of Practice on alternative forms of remuneration in the
wealth management industry. The register outlines alternative
forms of remuneration that are paid and received by us. You may
inspect a copy of the register at our registered office at any time
between 9:00am and 5:00pm on a Melbourne business day.

Duties and taxes

Any bank or government fees, duties or taxes incurred in
connection with any investment under this prospectus may be
deducted from either or both of the interest paid, or the capital
returned to you.

Taxation

The interest payments you receive will generally be treated as
assessable income and will need to be included in your annual
income tax return for the financial year in which the interest
payments are received.

Each year you will receive a statement providing details
of your assessable income in relation to the Notes for the
preceding 12 months to 30 June to assist you in preparing
your income tax return.

Refer to page 18 for more information on taxation.

Stock exchange listing

Australian Unity Finance does not propose to apply to have
the Notes listed for quotation on the Australian Securities
Exchange Limited (ASX) or any other market on which the
Notes may be traded.

Related party transactions

All transactions we enter into in relation to the Notes, including
those with related parties, are conducted on commercial terms
(i.e. on an arms-length basis). Consequently, investor approval
has not been sought for these arrangements. Australian

Unity Finance’s business is to finance the activities of related
companies, which in turn may invest in assets including
retirement villages, retirement village unit trusts and retirement
village related investments managed by related companies.

Those related companies will usually earn fees or investment
returns in respect of the assets and investments. These fees

will usually comprise establishment fees, ongoing management
fees and deferred management fees. The amount of those fees
will vary from time to time. Similarly, companies within the
Australian Unity group of companies may earn fees in respect
of the acquisition or management of any property where

the deposit for the acquisition of the property is ultimately
financed by Australian Unity Finance.
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Directors of the Issuer

The directors of Australian Unity Finance are David Bryant,
Anthony Connon, lan Ferres, Rohan Mead, and Warren Stretton.

Interests of the directors of the Issuer

The following directors of Australian Unity Finance,

namely David Bryant, Anthony Connon and Rohan Mead,

are employees of a company in the Australian Unity group.

The employment contracts for each of these directors contain
terms for their remuneration under which performance
bonuses may be paid in respect of the financial performance
of Australian Unity. The success of this issue of Notes may affect
the financial performance of Australian Unity, and therefore

be a factor in making bonus determinations under those
employment contracts.

As at the date of this prospectus Mr Warren Stretton, director

of Australian Unity Finance, holds an interest in $20,000 of Series
3 Notes. Mr lan Ferres, director of Australian Unity Finance holds
an interest in $100,000 of Series Notes 1. Directors of Australian
Unity Finance may acquire Notes under this prospectus.
Directors of Australian Unity Finance are not required

to hold Notes.

Consents of directors

The directors of Australian Unity Finance have given, and not
withdrawn as at the date of this prospectus, their consent to
the issue of this prospectus. This prospectus has been signed
by Mr David Bryant, on behalf of Australian Unity Finance.

David Bryant
Director — Australian Unity Finance



Financing arrangements

How the funds raised are used

The Australian Unity group currently develops and operates
retirement villages and aged care facilities in New South Wales
and Victoria.

Australian Unity has in place a growth strategy which is
underpinned by the rapidly rising demand for retirement
villages and aged care facilities across Australia.

In order to support this growth strategy, Australian Unity
Finance raised funds through the issue of the Notes under
Prospectus #1 to loan to Australian Unity Retirement
Living Investments.

Australian Unity Retirement Living Investments

Australian Unity Retirement Living Investments derives income
from retirement villages and related assets and may participate
in any capital growth in the value of the assets. It is this income
that supports interest payments to investors in the Notes.

The assets of Australian Unity Retirement Living Investments
include units in two trusts, Australian Unity Retirement Village
Trust #1 and Australian Unity Retirement Village Trust #2.

Australian Unity Finance holds a first ranking security interest
over an allotment of units in Australian Unity Retirement Village
Trust #1 as part of the security arrangements for the loan to
Australian Unity Retirement Living Investments.

Australian Unity Retirement Village #1 Trust owns and operates
the following:

Willandra Village

Located at Cromer, New South Wales, Willandra Village
comprises 225 self-care units and 43 serviced apartments.

Willandra Bungalows

Located at Cromer, New South Wales, Willandra Bungalows
provides a clubhouse and various recreational facilities

to accompany 90 self-care individual bungalow style
accommodation units.

Walmsley Friendship Village

Located at Kilsyth in Victoria, Walmsley Friendship Village
comprises 198 villa style units, and caters for retirees looking
to live independently in stand-alone accommodation.

Financing structure

The structure of the financing arrangements between
Australian Unity Finance and Australian Unity Retirement
Living Investments is set out in the diagram below.

Investor

| A

Investment Interest, quarterly, and

¢ principal at maturity
|

Australian Unity Finance

Loan secured by a first *
ranking security interest
over an allotment of units

Interest, quarterly, and
principal at maturity

Australian Unity Retirement Living Investments

Retirement Villages and related assets

(Australian Unity Retirement Village Trust #1 and #2)
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Financial information

Summary balance sheet information from the audited financial statements of:

Australian Unity Finance Limited

30-Jun-12° 30-Jun-11 30-Jun-10 30-Jun-09 30-Jun-08
$000’s $000’s $000’s $000’s $000’s

Assets

Cash and deposits at call 8,345 7,833 7,581 4,561 3,365

Trade and other receivables 207 210 200 6,505 199

Loan to Australian Unity 61,800 61,800 61,800 61,800 24,000

Retirement Living Investments Limited

Other non-current assets - 1 4 8 -

Deferred Tax Asset 6 2 1 2 1
Total Assets 70,358 69,896 69,586 72,876 27,565
Liabilities

Trade and other payables (1,170) (1,009) (1,057) (4,600) (196)

Notes on issue (61,800) (61,800) (61,800) (61,800) (24,000)
Total Liabilities (62,970) (62,809) (62,857) (66,400) (24,196)
Net Assets 7,388 7,087 6,729 6,476 3,369
Shareholder’s Equity

Share Capital 6,000 6,000 6,000 6,