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ANNUAL FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2004

The Annual Financial Report of the Abacus Property Group consists of the combined
financial reports of Abacus Group Holdings Limited {ABN 31 080 604 619} and its controfled
entities and the Abacus Trust (ABN 27 921 263 285) and its controlied entities.

This document contains the following four separate sections:
¢ Abacus Property Group combined financial statements

¢ Abacus Group Holdings Limited and its controlled entities’ consolidated financial
statements

+ Abacus Trust and its contralled entities’ consolidated financial statements

« Corporate Governance Report and Additiona! Information

It is recommended that this Annual Financial Report should be read in conjunction with the Annual
Financial Reports of Abacus Group Holdings Limited and Abacus Trust as at 30 June 2004 It is also
recommended that the report be considered together with any public pronouncements made by the
Abacus Property Group in accordance with its continuous disclosure obligations arising under the
Corporations Act 2001,
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ABACUS PROPERTY GROUP

DIRECTORS’ REPORT
30 JUNE 2004

The BDirectors present their report together with the combined financial report of the Abacus Property
Group {the Group} for the year ended 36 June 2004 and the auditor’s report thereon.

The combined financial report of the Abacus Property Group comprises the aggregated financiai reports of
the Abacus Trust and its controlled entities and Abacus Grous Holdings Limited and its controlled entities.

DIRECTORS

The Directors of Abacus Group Holdings Limited and Abacus Funds Management Limited, the Responsible
Entity of the Abacus Trust, at any time during the financial year and until the date of this report are:

John Thame Chairman

Frank Wolf Deputy Chairman {Executive)

David Bastian Managing Birector

Dennis Bluth Non-executive Director

Phillip Green Non-executive Birector

Maicolm Irving Non-executive Birector

Len Lloyd Executive Director {Abacus Group Holdings Limited)

PRINCIPAL ACTIVITIES

The principal activities of the Group during the course of the financial year were:

2 investment in commercial, retall and industrial properties;
2 funds management and property syndication;

2 praperty and project managemerit,

Q2 mortgage lending; and

2 participation in property developmeant activities

CORPORATE STRUCTURE

Abacus Group Holdings Limited is a company incorporated and domiciled in Australia. Abacus Trustis an
Australian registered managed investment scheme. Abacus Funds Management Limited, the Responsible
Entity of Abacus Trust, is incorporated and domiciled in Australia.

The registered office and principal place of business of Abacus Group Hoeldings Limited and of Abacus
Funds Management Limited is located at Level 34 Australia Sguare, 264-278 George Street, Sydney NSW
2006

(OPERATING PROFIT

The Group earned an after tax profit of $34.7 million for the vear ended 30 June 2004. The fult year
distribution of 11.23 cents per stapled security dincluding a one-off distribution of 0.2 cents} reflects 2 6.9%
increase on the 10.25 cents paid during the year ended 30 June 2003. This distribution was paid in full by
the Abacus Trust. The Group has retained earnings of $10 million.
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EARNINGS PER STAPLED SECURITY

Year ended Year ended

30 Juns 2004 36 Juns 2003

canis cents

Basie and diluted sarnings per stapled security 12.84 13.90

DISTRIBUTIGNS

Distributions were paid to stapled security-holders as follows:

Cents 000

Interim distribution paid 12 November 2003 263 7,659

Interim distribution paid 12 February 20064 2.80 7571

Interim distribution paid 12 May 20064 2.86 15712

Final distribution paid 11 August 2604 3.00 g117

Total 11.23 30,359

REVIEW OF GPERATIONS

Group dverview

The Abacus Property Group is a lsted entity consisting of the Abacus Trust and Abacus Group Holdings
Limited and their subsidiaries. The Group operates wholly within Australia asd is an investor in
eommercial, industrial and retail properties and other property-related securities.

The Abacus Trust holds an investment portfolio of commercial, industrial and retail properties and
mortgage loans. Abacus Group Holdings Limited, through its subsidiaries, is a property-based funds
manager {with approximately $67% million of assets under management) and participates in property
management and joint venture activities.

{Operating Resulis for the Period

A summary of combined revenue and arofits is as follows:

Year ended 30 June 2004
Revenue Profit
$'660 3600

Business segments
Property rental and sales 96,168 20,446
Other property-based investmeants 26,872 17,811
Funds and property management 5,036 4067
122,174 42,210
Combined entity adjustmeants 807 {7 545}
Combined entity revenue and operating profit 122,583 34,725
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REVIEW OF OPERATIONS conginued
{perating Results for the Pariod continuad

The Group earned an after tax profit of $34.7 million in the vear ended 30 June 2064, This is a 2.7% Increase
on the record profit achieved in the year ended 30 June 2003. The full year distribution of 11.23 cents per
security represenis an increase of 6.9% on the 105 cents per security paid in the previous year. This
distribution was paid in full by the Abacus Trust.

During the year under review, the Abacus Trust sold the following investment properties:
2 Central Brunswick Town Square and Convenience Centre an 28 November 2003 for $26.3 million

2 Navision House in Brishanie on 29 June 2004 for $23.7 million

Funds released from the sale of the properties have been tempaorarily employed in the growth of the funds
management business, mortgage lending and joint venture activities.

The Abacus Mortgage Fund increased the size of its mortgage book {including interast accrued} from $34
million at 30 June 2003 to $46.6 million at 30 June 2004. interest income increased from $5.5 million in the
year ended 30 June 2003 to $7.4 million for the year ended 30 June 2004. in addition, the Abacus Trust
advanced funds to Abacus Group Holdings Limited to support the growth of is funds and property
mariagement activities, where assets under management have grown o approximately $675 million as at
30 June 2004

Abacus Group Holdings Limited has continued the sale of the commercial office strata in 109 Pit Street
Sydney in tandem with the progressive refurbishment of the huilding. During the year ended 30 June 2004,
sales of $27.7 milion were achieved, whie a further $5.3 million was spent on refurbishment. Profit from
toint venture activities during the year amournited to $4.3 million.

During the year, Abacus Funds Management Limited in #s role of Trustee/Manager, acquired seven
additional properties for the Abacus Biversified Incoma Fund, increasing #s assets from approximately $69
milion to approximately $179 million.

Review of Financial Condition

Capital structure

N¢ stapled securities were issued during the year under review.

The gearing ratio, calculated as a percentage of total interest bearing Habilities over total assets of the
Group, was reduced to 24.3% at 30 June 2004 compared to 26.2% at 3¢ June 2003.

Existing loan facilities total approximately $126 million, of which approximately $101 million was drawn as
at 30 June 2004. The Group manages interest rate exposure on debt faciliies through the use of interest
rate swap contracts. At year end, approxdimately $93.8 milion or 93% of nterest commitments were
hedged.
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SIGNIFICANT CHANGES

The following significant changes in the state of affairs of the combined entity occurred during the
financial year:

d Total equity increased by $12.2 million, from $296.5 million in the year ended 36 June 2003 to $302.7
millian in the year ended 36 June 2004.

d Revaluations of properties during the year resulted in a net increase {after adjustment for sales) of
$11.9 miflion.

d The Ahacus Diversified income Fund, launched in June 2603, increased its assets to approximately
$176 million compared to $60 million in June 2003,

d Total assets under managemant increased to approximately $675 million as at 30 June 20604.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

Since balance date, the Group has settled the acquisition of the Liverpool Plaza Shopping Centre in
Sydnrey's west for $29.8 million on 16 August 2004 and has exchanged contracts to acquire a 50% interestin
Santos House, a commercial office tower in Adelaide, for 851 million.

The Group has also completed an institutionat placement of 27 million securities at an issue price of $1.18
per security, raising $31.9 million. These securities, allotted on 9 August 2004, will ensure that the level of
gearing following settlement of the Liverpoot Plaza and Santos House acquisitions will leave the Group
with the capacity to pursue further property acquisitions as opportunities arise.

There have been no other significant events since balance date which may affect either the combined
entity’s operations or results of those operations or the combiined entity’s state of affairs, that have not
been disclosed already in this report.

LIKELY BEVEL OPMENTS AND EXPECTED RESULTS

The Directors have excluded from this report any other information on the likely developments in the
operations of the Group and the expected results of those operations in future financial years which are
not of a material nature and would not in the Directars’ view be likely to result in unreasonable prejudice to
the operation of the Group.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Group's environmental responsibilifies, such as waste removal and water treatment, have heen
managed in compliance with all applicable regulations and licence requirements and in accordance with
industry standards.  No breaches of requirements or additional environmental issuss have heen
discovered nor brought to the board's attention.
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STAPLED SECURITY GPTIONS

No options were granted over any stapled securities in the group during the financial vear nor are there
options outstanding as at the date of this report.

INFORMATION ON DIRECTORS

The Directors of Abacus Group Holdings Limited and Abacus Funds Management Limited, the Responsible
Entity of the Abacus Trust, at any fime duting the financial year and untll the date of this report are as set
out below, with qualifications, experience and special responsibilities.

John Thamea AIBF, FCPA Chairman {non-executive}
Member of Audit Committee
Chairmari of Nomination & Remuneration Committee

Mr John Thame has over 30 years experience in the retail financial services industry in sentor management
positions. His 26-year career with Advance Bank included 10 years as Managing Director until the Bank's
merger with St George Bank Limited in 1987, Mr Thame is Deputy Chairman of $t George Bank Limited and
a director of AWB Limited, Reckon Limited and Village Building Co Ltd.

Frank Wolf PhD, BA Hons Deputy Chairman {executive)

Dr Frank Wolf is the Chairman of FSP Group Pty Limied and a Director of financial planning groups
Financial Services Partners Pty Limited, Vector Financial Services Limited aad Kingston Lapital Limited as
well as of HGL Limited, a diversified publicly listed investment company. Dr Wolf has over 20 years
experience in the property and financial services industry.

David Bastian CPA Managing Birector

Mr David Bastian has almost 49 years experience in the financial services industry, in particular in the
packaging of commercial, retail and residential property projects. He was Managing Director of the
Canberra Building Society for 20 years and an Executive Director of Godfrey Pembroke Financial Services
Pty Limited for 7 years. Mr Bastian is also a director of FSP Group Pty Limited and financial planning groups
Veetor Financial Services Limited and Kingston Capital Limited.

Dennis Bluth Nari-executive director
LLM, LLB, BA Chairman of Credit Committee
Chairman of Due Difigence Committee
Member of Audit Committee
Member of Nomination & Remuneration Committes

Mr Bennis Bluth holds Bachelor of Arts, Bachelor of Law and Masters of Law degrees and has practised as
a solicitor for over 25 years, principally in the area of property law. Mr Bluth is a partner with Abbott Tout
Solicitors of Sydney, Canberra and Brishane and is a member of a number of Law Society and Law Couneil
Committees. He was formerly & director of Godfrey Pembroke Einancial Services Limited.
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INFORMATION ON BIRECTORS continued

Phillip Green LLB, BCom MNon-exacutive director

Mr Phillip Green holds Bachelor of Commerce and Bachelor of Law degrees and qualified as a Chartered
Accountant. He is the Managing Director of Baboock & Brown Pty Limited, & merchant banking group and
is also a member of the Group’s international hoard. Mr Green has over 25 years experience in corporate
finance specialising in taxation and structured domestic and international corporate acauisitions. He is also
a director of Tourism Asset Holdings Limited, MTM Funds Management Limited, FSP Group Pty Limited and
Prime Infrastructure Management Limited.

Maicolm irving AM Non-executive director
FCPA, FS1A, BCom, Chairman of Audit Committee
Hon GLitt Member of Nomination & Remuneration Committes

Mr Malcolm Irving has over 40 years experience in company management, including 12 years as Managing
Director of CIBC Australia Limited. Mr Irving is Chairman of Austratian industry Development Corporation,
the Australian River Company Limited, Willis Australia Limited Group and Keycorp Limited. He is also a
director of 'Connell Street Associates Pty Ltd Group, ADI Limited and Resimac Limited.

Len Lioyd FAPI, LREA Executive director {Abacus Group Holdings Limited}

Mr Len Lloyd is a licensed Real Estate Agent and a registered Real Estate Valuer. His experience includes
the development, management and funding of eommercial, retail and residential property. Mr Lloyd joined
the Abacus Group in October 2000 and now holds the position of Managing Director of Abacus Property
Services Pty Limited responsible for property administration and development opportuniities in the Abacus
portfolio. In previcus positions Mr Lioyd held responsibility for the property portfolios of the Advance Bank
and St George Bank and provided valuation and lending advice while with the Commonwealth Development
Bank.

Directors were in office from the beginning of the financial year until the date of this report unless
otherwise stated.

As at the date of this repori, the relevant interests of the directors and specified executives in the stapled
securities of Abacus Property Group were as follows:

Directors:

John Thame 35,000 The d;rec‘sors are n.ot party to any ccmt'ract
under which the directors may be entitled

Frank Wolf 6,806,046 to a benefit or that confers a right to call

David Bastian 7,040,000 for or deliver interests in the Group.

Phillip Green 5,366,930

Malcolm Irving 24,040
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INFORMATION ON DIRECTORS continued

SpecHied executives:

John UEstrange Nil
Robert Hill 388,530
Pater Strain 10,060
Kim Kitehen 13,462
Claire Bibby 4,506

Directors’ Benefits

Since the end of the previous financial year, no director has received or hecome entitied to receive @
benefit, other than any benefit disclased in the financial statements as emoluments or the fixed salary of &
full-time employee of the group or a related corporate by reason of a contract made by the Group or &
related body corporate with the director or a with a firm of which he is a member, or with an entity in which
he has a substantiai financial interest.

ndemnification and Insurance of Dirgctors and Officers
The Manager of the Group, Abacus Funds Management Limited, has paid an insurance premium in respect
of a contract insuring Hs directors and full time executive officers and secretary. The terms of this policy

prohibit disclosure of the nature of the risks insured or the premium paid.

Dirgctors’ and Executives’ Emolumants

Remunaration Policy

The Board of Directors assesses the appropriateness of the nature and amount of emoluments of directors
and officers on an annual basis by reference to relevant employment market conditions with the overall
ohiective of ensuring maximum benefit frem the retention of a high quality board and executive team.

Detaits of the nature and amount of each element of the emolument of each director and each of the five

principal executive officers {other than executive directors) recelving the highest emoluments for the
financial year are as follows:

H
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INFORMATION ON DIRECTORS continued

Direstors” and Executives’ Emolumants continued

Emoluments of directors:

Base salary Cash bonus  Superannuation Total
$ $ $ $
J Thame {non-executive) 71,663 - 7,087 78,756
F Wolf {executive} 525,000 350,000 - 875,000
D Bastian {executive) 451,458 250 960 11,002 122 560
D Bluth {non-executive) 33,251 - 3,289 36,540
P Graen (non-executive} 28 665 - 2,835 31,660
M Irving {non-axecutive) 31,500 - - 31,506
L Lioyd {executive) 158,000 20,900 60,000 230,006
Emoluments of specified executives:
Base salary Cash honus Superannuation Total
§ $ 8 $
J L'Estrange 194,263 50,900 11,002 255 295
R Hiil 193,748 - 11,002 204,758
P Strain 153,435 20,000 11,002 184,437
K Kitchen 146,448 25,060 11,002 182 506
C Bibhy 146,498 15,000 11,002 172,500
Empiovees

The Abacus Property Group employed 41 employees (including directors) as at 30 June 2604 {2003: 1
employess). This includes 7 employees whose salary is fully recoverable from specific properties managed

by the Group.

i
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INFORMATION ON BIRECTORS continued

Dirgctors” Mesatings

The number of meetings of directors of Abacus Funds Management Limited, Manager of the Abacus

Property Group {including meetings of committees of directors} held during the vear and the number of
meetings attended by each director were as follows:

Due Nomination &
Audit Ciligence Remuneration Credit
Board Committes Committee {1) Committee Committee

Number of meetings held: 13 ] 4 1 1
Numher of meetings

attended:

J Thame 13 8 1 1 -

F Wolf 13 - 4 - 1

G Bastian 13 - 4 - 1

G Bluth i § 3 1 1

P Green Hi - - - -

M frving i § Z 1 -

L Lloyd {2) 13 - - - -

Note:

1. Membership to the due diligence committee changes in refation to projects. The directors attended all
meetings of the committee in which they have been appointed as members.

2. MrienLoyd is a director of Abacus Group Holdings Limited only. Meetings of Abacus Group Holdings
Limited and Abacus Funds Management Limited were held simultaneously.

REGISTER OF SECURITY HOLDERS

The register of security helders has, during the year ended 30 June 2004, been properly drawn up and
maintained so as to give a true account of the security-holders of the fund.

ROUNDING

The amounts contained in this report and in the annuatl financial report have been rounded to the nearest
$1,006 {where rounding is applicable) under the opton available to the group under ASIC Class Order
88/01G0. The group is an entity to which the Class Grder applies.

12
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CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate hehaviour and accountability, the directors
of the Group support and adhere to the principles of corporate governance. The Group’s Corporate
Governance Statement is contained in the following section of the annual report.

Signed in aceordance with a rasolution of the directors.
Abacus Funds Management Limited {ABN 65 007 415 550}
Abacus Group Holdings Limited {ABN 31 080 604 619}

John Thame David Bastian
Chairman Managing Birector

Sydney, 20 September 2004

13



ABACUS PROPERTY GROUP

COMBINED STATEMENTS OF FINANCIAL PERFORMANCE AND

DISTRIBUTION
YEAR ENDED 30 JUNE 2004

AGGREGATED
Jun-§4 Jun-03
Notes $'000 $000
REVENUES FROM OGRDINARY ACTIVITIES 2 118,680 140,745
Share of net profits of associates and joint ventures R
accounted for using the eguity method 2 4,281 781
Depreciation and amortisation expenses 3 L ._-"-(2 814} {1,660}
Carrying amount of investment properties disposed (64,147} {79,888)
Borrowing costs axpense K 3 {8,159 {10,737)
Salaries and employee benefits expense -._".'(4 721} {3.207)
Bad and doubtful debts 3 e {449y {211)
Other expenses from ordinary activities 3 (“J’ 3?3} {8,678
PROFIT FROM ORDINARY ACTIVITIES T
BEFORE INCOME TAX EXPENSE 37,085
Income tax expeanse relating to ordinary activities a {193} {3,217
NET PROFIT ATTRIBUTABLE TO STAPLED e T
SECURITY HOLDERS OF THE GROUP 34,125 33,808
Decrease in retained earnings on sale of investment e :
properties previously revalued at a decrement _____________ ( 4 139}
MNet increase in asset revaluation reserve 11,936 9,317
TOTAL REVENUES, EXPENSES, AND VALUATION
ADJUSTMENTS ATTRIBUTABLE TO STAPLED SECURITY
HOLDERS OF THE GROUP AND RECOGNISED BIRECTLY
IN EQUITY 9,317
TOTAL CHANGES IN EGUITY OTHER THAN THOSE
RESULTING FROM TRANSACTIONS WITH STAPLED
SECURITY HOLDERS AS OWNERS 43,125
Basic and diluted earnings per stapled security (cents) 12.84 13.90
AGGREGATED
Jun-§4 Jun-03
Notes $'600 $000
STATEMENT OF DISTRIBUTION
Net aperating profit from ordinary activities o -._"."34325 33,808
Net transfer of undistributed income (to}/from TN
members' funds {4,366} {7,908)
Distributions paid and payable &{b) 30,358 25,500
Distribution per stapled security (cents perumity 11.23 1050

1



ABACUS PROPERTY GROUP

COMBINED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2004
AGGREGATED
Jun-G4 Jun-93

Notes $000 $'000
CURRENT ASSETS L
Cash agsets 23 24,367 29,166
Receivables 6 28,389 17,810
Investment properiies 7 20,821 37,013
Dther financial assets g8 e CUB5,440 31,137
Dther g 1,062 1,035
TOTAL CURRENT ASSETS 130,179 118,181
NON - CURRENT ASSETS
Planit and eguipment 10 BN 4 117
Investmeant properties 1 148,605 224,881
Investments accounted for using the equity method 11 8178 4,504
Other financial assets 13 45,720 34,114
Deferred tax assets 4 206 172
Intangible assets 14 e 32,394 34,165
Other 15 - 17
TOTAL NON-CURRENT ASSETS 285,880 298,034
TOTAL ASSETS 415,059 414,198
CURRENT LIABILITIES
Payables 16 4,214
Interest-hearing liahilities 17 46,975
Current tax Habilities 4 3,223
Provisions 18 1314
TOTAL CURRENT LIABILITIES 55,786
ANCGN-CURRENT LIABILITIES
Interest-hearing liabilities 18 §7,500
Provisions 20 328
TOTAL NON-CURRENT LIABILITIES 3,497 §7,828
TOTAL LIABILITIES 113,315 123514
NETASSETS 302,744 290,581
FOLITY
Contributed equity 21 266,334
Asset revaliuation reserve 22{a) 14,462
Retained earnings 22{b) 8,788
TOTAL EGUITY 290,581

15



ABACUS PROPERTY GROUP

COMBINED STATEMENT OF CASH FLOWS
YEAR ENDED 30 JUNE 2004

AGGREGATED
Jun-04 Jun-G3

Notes $'000 £0060
CASH FLOWS FROM OPERATING ACTIVITIES EEEEEEE
Income receipts
Interest received

30 120%
- 10,302 7,599

Distributions received 380

Income tax expense paid '._:"-_"(3_15?4) {954
Audit fees - {120) {70}
Responsible entity fees paid RIP {283}
Custodian's fee paid C{54) {63}
Borrowing costs - (1824) {10,574
Merger and listing costs _ S {628}
Dperating payments (9,114) {5378}
NET CASH FLOWS FROM OPERATING e

ACTIVITIES 23{b) 22,368 31,684
CASH FLOWS FROM INVESTING ACTIVITIES e T

Payments for investments - {145,882) {65,344}
Proceeds from settlement of investmernits 1 10,896 22,120
Purchase of controlled entities R RSEEN {4,308}
Purchase of investment properties e {13,718) {16,500}
Dispasal of investment properties 56,206 77,260
NET CASH FLOWS FROM INVESTING e T

ACTIVITIES 7445 13,858
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of stapled securities 68,972
Payment of establishment fees {3,798}
Repayment of borrowings {61,481}
Proceeds from borrowings e -
Distributions paid {29,341 {22,785}
NET CASH FLOWS USED IN FINANCING e

ACTIVITIES {34.612) {15,092}
NET INCREASEADECREASE}INCASHHELD - 14,799) 26,450
Add opening cash Brought forward 29,166 2,116
CLOSING CASH CARRIED FORWARD 23(a) 24,367 29,166

18
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{a} Basis of accounting

The financial report is a generalpurpose financial report which has been prepared in accordance with
the requirements of the Corporations Act 2001 including applicable Acecounting Standards and other
mandatory professional reporting requirements {Urgent issues Group £onsensus Views).

The financial report has been prepared in accordance with the historical cost convention except for
investment properties and Investments in listed securities which are carried at fair value, and for
investments in joint ventures which are equity accounted.

Accounting policies are consistent with those of the prior year unless otherwise stated.
{b} Prineiples of aggragation

The combined financial statements include the aggregated financial statements of Abacus Trust and its
controlied entities and Abacus Group Holdings Limited and its controtled entities referred to collectively
throughout these financial statements as the "Abacus Property Group” or “Group”.

Information from the financial statements of subsidiaries is included from the date the parent company
obtains control untll such time as control ceases. Where there is a loss of control of a subsidiary, the
combined financial statements include the results for that part of the reporting period during which the
parent company has control. Subsidiary aequisitions are accounted for using the purchase method of
accounting.

The financial statements of subsidiaries are prepared for the same reporting period as the parent
company, using consistent accounting policies. Adjustments are made o Bring into line any dissimitar
accounting policies that may exist.

All intercompany balances and transactions, including unrealised profits arising from intra-group
transactions, have been eliminated in full. Unrealised losses are eliminated unless costs cannot be
recovered.

{c} Provision for distribution

A provision for distribution is resognised in the Statement of Fnancial Position if the provision has been
declared, determined or publicly recommended prior to balance date. The Abacus Trust's Constitution
recuires the Trust's distributable profit to be distributed to unitholders in full. As a lability for distribution
arises upon the derivation of profit by the Trust, @ provision for distribution has been recognised at
batance date.

{d} Cash and cash equivalents

Cash on hand and in bariks are stated at nominal vatue.

For the Statement of Cash Flows, cash includes cash on hand and in banks, and money market
investments readily convertible to cash within 2 working days.

17
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{e} Receivabies

Trade receivables are recognised and carried at original involce amourit less a provision for any
uncollectible debts. An estimate for doubtful debts is made when collection of the full amourit is no longer
probabie. Bad debts are written-off as incurred.

Receivables from related parties are recognised and carried at the nominal amount due. Interest is taken
up as income on an acerual basis.

if} investment proparties
Cost and valuation

Land and buildings are considered to have the function of an investment and are therefore regarded as a
composite asset and are referred fo In these accounts as “investment properites”. Accounting Standard
AASE 1021 “Depreciation” does not require investment properties to he depreciated. Accordingly, the
bulldings and compgnents thereof {including plant and eguipment) are not depreciated. However,
investment properties are depreciated for tax purposes prior to the distribution of any taxable income 1o
security holders.

Investment properties are carried at fair value. Independerit valuations of investmant properties are
ohtained at intervals of not more than three years from suitably gualified property valuers. Such valuations
are reflected in the financial statements of the Group. Notwithistanding, the directors of the Responsibie
Entity assess the carrying value of each investment property at each reporting date o ensure its carrying
value does not materiaily differ fram its fair value. Where necessary, the investment property is revalued
to reflect its fair value being the amount which the assets could be exchanged hetween knowledgeable
willing parties in an arm’s length transaction at the valuation date.

A revaluation inerement is credited directly to the asset revaluation reserve, unless it reverses a previous
revaiuation decrement charged as an expense in determining operating profit in respect of that same
elass of asset, in which case the increment is credited to operating profit.

When assets have been revalued, the potential effect of the capital gains tax on disposal has not heen
taken into account in the determination of the revalued carrying amount because the Trust does not
expect to be ultimately liable for CGT in respect of the assets.

Expenditures capitalised to properties include the cost of acquisition, capital and refurbishment additions,
and during development includes financing charges and related professional fees incurred.

{g} Investments

Listad securities held for frading are carrded at net market value. Changes in the niet market value are
recognised as a revenue or expense during the period.

Investments i associates are carried at the lower of the equity-accounted amount and recoverable
amount in the combined finaacial report.

All other non-current investments are carried at the lower of cost and recoverable amount.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
ik} Plant and equipment

Cost and valuation
All classes of plant and equipment are measured at cost.

Depreciation
Depreciation is provided on a straight-line basis on all plant and equipment.

Major depreciation periods are: Jun 04 Jun 03
Plant and equipment 5-1h years 515 years

{it Joint ventures

Interest in the joint venture operation is recognised by including in the respective classifications, the
share of individual assets employed and share of liahilities and expenses incurred.

Interest in the ioint venture partnership is carried at the lower of the eguity-accounted amount and
recoverable amount in the combined financial report.

£} Goodwill

Goodwill represents the excess of the purchase consideration over the fair value of identifiable net assets
acquired at the time of acquisition of a business or shares in a controlied antity.

Goodwill s amortised on a straight-line basis over the period during which benefits are expected to be
received. This is taken as being 20 years.

{k} Payables

Payables represent liabilities to trade and other creditors for goods and services provided to the Group,
whether or not bifled, and are unpaid as at the end of the financial year. The amounts are non-interest
bearing and are narmally settied on 30 day terms.

{1} Intarest-hearing Habilittes

All loans are measured at the principal amount. Interest is charged as an expense as it acerues.

{m) Contributed equity

Issued and paid up capital is recognised at the fair value of the consideration received by the Group.

Any transaction costs arising on the issue of the stapled securities are recognised directly in equity as a
reduction of the proceeds received.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{rr} Revanua recognition

Revenue is recognised to the extent that it is probable that the economic Benefits will flow to the group
and the revenue can Be reliably measured. The following specific recognition criteria must aiso be met
before revenue is recognised:

Operating feases

The rental income from operating leases is recognised in accordance with the terms of the lease
agreements and other constituent documents.

Investment Income

Revenue from other investment activities is recognised in accordance with the terms set out in the
mortgage or loan documentation.

Revenue from sale of investment properties

Revenue from sale of investment properties is recognised on exchange of unconditional contract of sale.
Fees

Revenue from fees is recognised in accordance with the terms and conditions of the agreements.

interest

Control of the right to receive the interest payment.

Distributions

Control of the right to receive the distribution payment,

{o} Leasing Feas

Costs that are directly associated with negotiating and executing the ongoing renewal of tenant lease
agreements {including commissions, legal feas and costs of preparing and processing documentation for
new leases} are deferred and amortisad over the lease term in proportion to the rental revenue
recognised in each financial year.

{p} Leasing Incentives

Lease incentives in the form of up-front payments, contributions to certain lessees’ costs, relocation costs
and fitouts that are offered in relation fo the angoing operation of the property are recognised as an asset
and amortised over the period to which the lease relates.

Incentives provided to lessees in the form of lessor-paid fitouts and improvements that remain assets of
the lessor, for example by becoming part of the structure of the property which is retained beyond the

lease term, are capitalised to the carrying value of the property.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{iy) Taxas
Company income faxes

Tax-effect accounting is applied using the liabifity method whereby income tax is regarded as an expense
and is calculated on the accounting profit after allowing for permanent differences. To the extent timing
differences occur between the time items are recognised in the financial statements and when items are
taken into account in determining faxable income, the net related taxation benefit or liability, caleulated at
current rates, is disclosed as a future income tax benefit or a provision for deferred income tax. The future
income tax henefit relating fo tax losses and timing differences is not carried forward as an asset unless
the henefit is virtually eertain of being realised.

Trust income taxes

Under current income tax fegislation & trust is not sublect to income tax if the taxable income is
distributable in full to security holders. It is the policy of the Group te ensure that security holders are
personally entitled to all the Trust’s taxable income.

Goods and Services Tax {GST)

Revenues, expenses and assets are recognised net of the amount of 557 except:
¢ Where the §57 incurred on a purchase of goods and services is not recoverable from the
taxation authority, in which case the GST is recognised as part of the cost of acquisition of the
assat or as part of the expense item as applicahle; and
¢ Recelvables and payables are stated with the amount of GST included.

The net amount ¢f GST receivable from, or payable to, the taxation authority is included as part of
receivables or payables in the Statement of Financial Position.

Cash flows are included in the Statement of Cash Hows on a gross basis and the 65T component of cash
flows arising from investing and financing activities, which is recoverable from, or payable to, the taxation
authority are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to,
the taxation authority.

ir) Empioyes entifemants

Provision is made for employee entitlements accumulated as a result of employees rendering services up
to the reporting date. These benefits include wages and salaries, annual leave, sick leave and long service
leave.

Liahiltias arising in respect of wages and salaries, annual leave, sick leave and any other employee

entitlements expected to be settled within twelve months of the reporting date are measured at amounts
expected to be paid when liabilities are settled.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{ri Employes entilemants continued

All other employee entitlement liabilities are measured at the present value of the estimated future cash
outflow to be made in respect of services provided by the emplovees up to the reporting date. In
determining the present value of fulure cash gutflows, the interast rates alttaching to government
guaranteed securities, which have terms to maturity approximating the terms of the related liability, are
used.

Empioyee entilement expenses and revenues arising in respect of the following categories:
¢ wages and salaries, non-monetary benefits, annual leave, long service leave, sick leave, and
other leave entitlements; and
e other tynes of employee entitlements
are recognised against profits on a net basis in their respective categories.
{s} Derivative finangial instruments
interest rate swaps
Abacus Property Group enters into interest rate swap agreements that are used to convert the variable
interest rate of its short-term borrowings to medium-term fixed interest rates. The swaps are entered into

with the obiective of reducing the risk of rising interest rates.

It is the Group’s policy not to recognise interest rate swaps in the financial statements. Net receipts and
payments are recognised as an adjustment to interest expense.

{t} Earnings per stapled security (EPSS)

Basic EPSS is calculated as net profit attrihutable o stapied security holders, adjusted to exclude costs of
servicing equity {other than distributions), divided by the weighted average number of stapled securities
on issue during the period under review.

{u} Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current
year disclosures.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notes AGGREGATED
Jun-i4 Jun-03
_ 3'{}{}0_ $'600

2. REVENLUE FROM ORDINARY ACTIVITIES

Revenues from operating activities

Property rental income 30,638
Interest income from investments 6,984
Fee income from investments S 458
Revenue from sale of investment properties SR ¥ 11 98,863
Property management fees IRER v 128
Fund managemant fees 442 734
Consulting and other fees 3,020 2,589
Totai revenues from operating activities 114,735 139,794
Revanuas from non-operating activities AN
Distributions from other entities e 3,148 -
Bask interest 867 951
Totai revenues from non-operating activities 3,955 551
Total revenuss from ordinary activitiss 118,650 140,745
Share of net profit of jpint ventures L S
accounted for using the squity method e
Share of joint venture profits 4,281 81
Gains ........
Net gains on disposal of investment properties 5,998 15,565
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004
Notes AGGREGATED
Jun-{4 Jun-03
$'000 $'600
3. EXPENSES —

Depreciation of non-current assets
Plarit and eguipment
Total depreciation of non-current assets

Amortisation of non-current assets
Finance costs

Soodwill

Leasehold alterations

Software

Total amortisation of non-current assais

Total depreciation and amortisation expenses

Borrowing costs expensed
Interest expense
Totat borrowing costs expensad

Bad and doubifuf debis

Other expenses
Property outgoings

Expenses on sales of investment properties

Performance fee
Auditor's remuneration
Responsible entity's remuneration
Custody fees
Distribution costs
Rental expenses
Dther
Total other expensas

8,159 10,737
8,159 10,737

A48 271

4,367
1,451

73
331
78
(3}

2,378
8678
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

36 JUNE 2694
Notes AGGREGATED
Jun-04 Jun-03

$'000 $'600
4 INCOME TAX S

The prima facie tax, using tax rates applicable in the
country of operation, on profit and extraordinary
items differs from the income tax provided in the
financial statements as follows: R

Nat profit from ordinary activities hefore income tax e -34,818 37,085

Less net profit attributable to Abacus Trust {35,374} 128,115}
Company profit from ordinary activities before income tax e - {456} 8970
Prima facie tax on profit {loss} from ordinary activities R 2,691
Tax effect of permanent differences
Capital expansas (52}
Depreciation (26}
Amoriisation of intangible assets 399
Non-assessable capital gain (5}
Prior years' tax losses {123
Othier tems {net) 393
Income tax expense attributable to ordinary activities 3,21
Deferred tax assets and abilities
Currenttax payable 3,212
Provision for deferred income tax - current 11
Future income tax benefit - non-current 172

Tax consolidation

Effective 1 July 2002, for purposes of income taxation, Abacus Group Holdings Limited anid its 1006% owned
subsidiaries formed a tax consolidation group. Members of the group entered into & tax sharing
agreement providing for allocation of income tax liahilities between the entities should the head entity
default on its tax payment obligations. At the Balance date the possibility of default is remote. The head
entity of the tax consolidated group is Abacus Group Holdings Limited,

25



ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notes

AGGREGATED
Jun-(4 Jun-03
$'600

& DiSTRIBUTIONS PAID OR PROVIBED FOR ON
STAPLED SECURITIES

{a} Distributions proposad and recognised as a Hability
Distribution (3.00¢ per stapled security) (2063: 2.63¢}

th} Distributions paid during the year
{if Current year interim
Distribution {8.23c per stapled sesurity} {2003: 7.88¢}

{if} Previous vear final
Distribution {2.83c per stapled security} {2003: 2.63c)

The distributions were paid from the Abacus Trust {which does not pay
tax provided it distributes alt its the taxable income) hence, there are
no franking eredits attached.

(e} Franking ¢redit balance

The amount of franking credits avaitable for the

subseguent financial year are:

- franking aceount balance as at the end of the
financial year at 30%

- franking credits that will arise from the payment of
income tax payable as at the end of the financial year

§. RECEIVABLES

Trade debtors

Property sales recelvable
Shori-term deposits
Distributions receivable
Other debtors

{a) Terms and conditions
Terms and conditions relating to the above financial instruments:

$000

7,099

18,801

25,500

4143

2,132

3.212

5344

5,805
10,296
1,562

147

17,810

{i } Trade and other debtors are non-interest bearing and generally on 30 day terms.

{ii} Terms and conditions of contracts of sale of property vary but settlement is normally within 3

months after exchange.

(i} Short-term deposits have an average maturity of 30 days and have a floating

interest rate which has averaged 5.15% for the year {2603: 4.55%.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

7. INVESTMENT PROPERTIES

Lost
including Aggregated value
all Independent Jun-04  Jun-03
Acquisition additions valuation aote {a)
Property date $000 date $'000 $'000 $'000
{a} Current asset e
109 Pitt Street, Sydney, NSW (i) 22-Jun-9% 20,921 20811 31,013
{see note {b} below)
Current asset - investment properiies 20921 37,013
(b} Non-current asseis
10 Market Street, Brishane, GLE (i) 22-Apr-02 . - - 20,059
66 Christing Road, Villawood, NSW {ii) 28-May-02 8494  31-Jan-02 7,500 8,028
£8IR0G, Limestone Ave., Campbell, ACT (v} 21-Jun92 12885  31-Dec-03 14,000 . 3'(4,0{]_{} 12,5685
Central Brunswick, Fortitude Vallay, 01D {iv) 27-Feh-98 - . - Le 20,000
4 Ray Road, Epping, NSW i} 30-Apr-97 27,184 1-Dec-03 40,000 . 40,33¢ 35,242
431 Glebe Point Road, Glebe, NSW ({iv} 23-Sep-97 10561  31-Dec-03 12500 -~ 12538 11,074
Ashfield Mall, Ashfield, NSW [v} 15-Sep-97 69,717 30-Jun-03 89,000 - - 89,055 89,000
10-12 Pike Street, Rydalmere, NSW (v} 1-Dct-98 14271 31-Dec-03 16,000 16,008 14,800
Propertias owned by Abacus Trust and Hs controllad entities 180,635 210,488
244 Liverpoot Road, Ashfield, NSW (i) 26-Mar-98 2 507 R :._'2,5{}? 2,597
252 Liverpoot Road, Ashfield, NSW (i) 2-Mar-08 1,107 e 1,107
254 Liverpoot Road, Ashfield, NSW (i) 31-Aug-01 2862 ~.2,8R2 2,662
255 Liverpoot Road, Ashfield, NSW (i) 29-Sep-9¢ 820 : :__'.._..82{} B20
Independent valuation, 244-256 Liverpool Road 31-Dec-03 7,400 304 1200
Project development costs 458 458 449
17,858 8,746
Hornshy Crescent, Hornshy {c} 5,657 . ;-_-:-5,55? -
4-8 Jacohs Street, Bankstown (i} 2-Dec-92 K155 26-Sep-02 4,765 5,15% 5,141
Properties ownad by AGHL and its controllad antities 1857 13,893
Non-gurrent - Investmant properties 198,605 224,881
Total investment properties 219526 261,894

{i) Asvalued by Landmark White Pty Limitad
(i} As valued by Knight Frank Pty Limited

{iii} As valued by Colliers International Consultancy and Valuation Pty Lid

{iv} As valued by Urbis Property Consuftants
{v} As valued by FPD Savills (NSW} Pty Limited
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

7. INVESTMENT PROPERTIES continued

Notes:

ta) The aggregated value at 30 June 2004 includes capital expenditures after the last valuation date.

{b) The property at 108 Pitt Street is currently under refurbishiment and has been subdivided into
strata titles. The retail component and the leasehold interest in the car park were sold
during the year ended 306 June 2003 while the sale of the commercial units is still in progress.

{c) This reflects the 50% interest in the Hornsby joint venture, a residential project under
construction. Capitalised interest at vear end amounted to $404,000 at a weighted average
interest rate of 13.9% per annum.

{d) The investment properties are used as security over the bank loans {see notes 17 and 19},

Aggregated value
Jun-04  Jun-03
_ $’{}_{}0 $000

Reconciliations
Reconciliation of the carrying amounts of investment properties at the baginning
and end of the current and previous financial year:

Investment properties R

Carrying amount at beginning 261,894 300,854
Additions 14582 31,811
Net revaluation increments N 9,217
Disposals (64,747) {79,488}

219526 261,894
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004
Notes AGGREGATED
Jun-04 Jun-03

000 $000
§. OTHER FINANCIAL ASSETS {€URRENT}

Investment in mortgage loans - secured glal 29,049
Accrued interest on mortgage loans 3 -
Investment in mortgage loans - unsecured - 2,088
55,440 3,137
{a) Mortgages are secured by real property assets. Weighted average interest rate was 18.56% pa
as at 30 June 2004 (2603:14.2% pa). Repayment dates are on or before 36 Junie 2008
8. OTHER CURRENT ASSETS
Refundable deposits S 1
Prepayments 1,062 1634
Total other current assets 1,062 1,635
10. PLANT AND tOUIPMENT
Plarit and eguipment _
At cost 538 474
Accumutated depreciation {36%) (297)
Total written down amount 171 177
Reconciliations
Reconciliation of the carrying amounts of plant
and equipment at the beginning and end of the
current and previous financial year.
Carrying amount at beginning AR ¥ .
Acquisitions ) B9 236
Depreciation and emortisation expense (6%} {58}
7 177
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

11, INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHDD

INTEREST IN ASSOCIATES AND JOINT VENTURES Balance Ownarshipintarest held

Name Date by censslidated entity
Jun-04 Jun-93
% %
Abacus Private Equity Fund Neutral Bay 30-Jun U UUBD 50
Abacus Rosebery Property Trust 30-Jun 50 50
The Bondi Trust 30-Jun e 50
The Mascot Unit Trust 30-Jun S iiH
Witloughby Development Trust 36-Jun - 50 5§
The Mornington investment Unit Trust 30-Jun 59 -
Pakenham Valley Unit Trust 36-Jun .59 -
The Main Street Packenham Unit Trust 36-Jun L UED -
The Highett Apartments Unit Trust 30-dun B0 -
Higheit Plaza Unit Trust 30-Jun 50 -

{il Principal activities
The associates and joint ventures acquire and develop commercial and residential investment
properties intended for resale.

AGGREGATED
Jun-04 Jun-93
$'000 $000
{ii} Share of associates’ and joint ventures' profits P
Share of associates” and joint ventures”: SRR
- net profit before income tax ORRRRRY ¥ 781
- Ingome tax expense attributable to net profit - -

Share of associates and joint ventures’ net profits 4,24 781

{iii] Carrving amount of investments in associates
and joint ventures
Balance at the beginning of financial year

4504 1,501

- share of net result 829 781
- investments acquired 6,572 2,222
- investments disposed (6,588) -
Carrying amount of investments in associates and e

joint ventures at the end of the financialyear 8,118 4504
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

11, INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOE continued

AGGREGATED
Jun-G4 Juni-03
$'000 $'000
{iv} Share of associates’ and joint ventures' assets S
and liahilities R
Current assets e 15,380 256
Non-current assets 26,259 14,593
Current fahilities e {17,400) {223
Non-current liabilities {15,481} {15,122)

Net assets 8,718 4,504

{v} Retained earnings of the Group attributable to
the associates and joint ventures

Balance at the beginning of the financial year i
Share of profits of associates and joint ventures 781
Distribution of profits of associates and joint ventures -
Batance atthe end of the financial year 781 782
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

12. CONTROLLED ENTITIES

Nams % of aquity interest held Investmant
by the combined entity
Jun-04 Jun-03 Jun-4 Jun-03
% % $'000 $'0600
Abacus Trust: o
Ahacus Central Brunswick Property Trust 100 5318
Abacus Glebe Property Trust 100 - 7,083 5,684
Abhacus Epping Park Property Trust 100 -_"'---_"'--_"-_25,{553 20,782
Abacus Ashfield Mall Property Trust 100 ~0 48,962
Abacus Industriat Property Trust 100 - 6,802
Abacus Camphell Property Trust 100 -
Abzcus Mortgage Fund 100 - 17,250
Abacus Group Holdings Limited: S
Abhacus Funds Management Limited 100 - 38, 38,500
Abacus Property Services Pty Limited 100 -0 -
Abacus Finance Pty Limited 100 - -
Abacus Property Income Fund 100 T 37,725
Abacus Pitt Street Property Trust 100 -0 22,734

Abacus Bankstown Property Trust

Abacus Hornsby Pty Limited 100

All entities are incorporated in Australia.

206,225 203,757

32



ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

36 JUNE 2694
Notes AGGREGATED
Jun-04 Jun-03
$o60 $'0600
13. OTHER FINANCIAL ASSETS (NON-CURRENT])
Investments in mortgage loans - secured 13(a} 6,832 - 8109
Investments in mortgage loans - unsecured 13ih} 30,163 205,680
Accrued interest on morigage loans 9,168 -
Provision for doubtful debts {1,867} {1,500}
37096 ¢ 27,289
Investments in units in listed property frusts 2,568 -
Investments in anits - unlisted 6,062 6,825
45,726 34114
{a) Mortgages are secured by real property assets. Repaymenit dates fall between 4 November 2065
and 30 April 2008. Welghted average interestrate was 14.82% pa as at 30 June 2004 {2603: 18.6%}.
{b) Interim funding is provided to Abacus Diversified Income Fund and Abacus Retail Property Trust
to enable them to acquire properties ahead of receipt of funds from investors. The loans are
unsecured and the facilities will mature on 8 June 2008 and 12 February 2008 respectively. Weightad
averags interest rate was 9% pa as at 30 June 2004 {2003 8%}
Notes AGGREGATED
Jun-04 Jun-03
$o60 $'0600
14. INTANGIBLES S
Soodwill 35,763
Accumulated amortisation (1,594)
34,169
15, OTHER NON-CURRENT ASSETS
Deferred finance costs 45
Less accumulated amortisation v (28)
- Hi
18. PAYABLES
Trade creditors 16{a} 1690
Other creditors 1,005
Hoods and services tax 1,293
Accrued expenses 1,815
4274

{a) Trade and other creditors are non-interest bearing and are normally settled on 30 day terms.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004
Notes AGGREGATED
Jun-04 Jun-03
$'600 $000
17. INTEREST-BEARING LIABILITIES (CURRENT) EORBEN
Borrowings secured by mortgage S
- bank loans 1Ha) 98,135 40,575

{a) The bank loans are provided by several basnks. Interast rates include both fixed and floating
arrangements. The interest rates on fixed rate borrowings had a welghted average of 7.4% at year
end (2003: 7.4%), while intarest on floating rate borrowings are paid quarterly based on existing swap
and yield rates quoted on the day. Repayment dates are on or before 30 June 2005. Total loan
facilities existing at year end were $120.2 million the unused portion of which was 818 million at

30 June 2004.

The hank loans are secured by a charge over the investment properties as described in Note 7.

18. PROVISIONS {CURRENT)

Distributions on stapted securities a) 87 7,099
Employee entitlements 2h 293 215
gA16 7314

14, INTEREST-BEARING LIABILITIES {(NON-CURRENT}
Borrowings secured by mortgage
- bank loans 19ia) 3.4 §7,500

{a) The bank loan is on a floating Interest rate arrangement paid quarterly based on existing swap
and yield rates quoted on the day. Repayment date is on 3¢ Novermnber 2005,

The bank loan is secured by a charge over investment properties as deseribed in Note 7.

20. PROVISIONS (NON-CURRENT}
Employee entitlemnents 397 328
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004
Notes AGGREGATED
Jun-04 Jun-03
$'000 $'060
21. CONTRIBUTED EGUITY el
ta) lssued stapled securities SRR
Issued capital - 272658 272,655
Finance and issue costs {6,321} {6,321}
Total contributed equity 266,334 266,334
(b} Movements in contributed equity for the vear
Jun-04 Jun-03
Stapled securities Stapled securities
Number Value  Number Value
000 5000 ‘400 $'000

Beyinning of the financial year

- public equity raising

nstitutional equity raising

dividend reinvestment plan

purchase of 101 Pirle Street

acquisition of Abacus Funds Management
Limited by Abacus Group Holdings Limited
issued to AFML in exchange for reduced

270420 .0 T266,336 164,897 160,840
R 26,971 28,212
) 37,000 40,700

268 792

8,264 8,31

36,060 31,500

management fee ETIT S 3,000 -
- less transaction costs L o ” - (3,580)
Bought back during the year - - - -
End of the financial year 210,420 266,334 276,420 266,334

{e) Tarms and conditions of contributed equity
Stapled security holders have the right to recelve distributions as declared aad, in the event

of winding up of the group, to participate in the proceeds from sale of all surplus assets
in proportion to the number of stapled securities held.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004
Notes AGGREGATED
Jun-G4 Jun-03
$'600 $'600

22. RESERVES AND RETAINED PROFITS
{a} Asset roveluation raserve

{i) Nature and purpose of reserve
The asset revaluation reserve is used to record increments and decrements in the value of

investment properties. The reserve can only be used to pay dividends or distributions in limited

circumstances.

(i} Movements in reserve

Baiance at beginning of year 5144
Revaluation increments on revaluation of

investment properties 3 11,356
Realised revaluation reserve on sale of investment properties 4,139 (2,039
Balance at end of year 26,348 14,462
(b} Retainad profits

Batance at the beginning of year (162)
Net profit attributable to stapled security hotders e : 33,808
Capital profitsf{losses} {4,13% 2,039
Total avaitable for appropriation o 40,371 35,685
Distributions provided for or paid {30,35% {25,900
Balance at end of year 16,012 5,785
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004
Notes AGGREGATED
Jun-04 Jun-03

s sou
23, STATEMENT OF CASH FLOWS .

(a} Reconcilistion of the net profit after tax to the
nat cash flows from operations

Net grofit 33,808
Depreciation and amortisation of non-current assets 1,668
Provision for doubtful debts -
Share of joint venture profits . 3¢ {781
Unrealised loss on investments 14 -
Net gain on sale of non-current assets {6,998) (17.,525)
Inerease in payables 12,481 10,862
Decreasef(increase) in receivables and other assets (19,360) 3,680
22,368 31,684
(b} Recenciliation of cash
Lash balance comprises:

Cash assets 29,166
Closing cash balance 29,166
{¢) Financing facHlities available
At raporting date, the following financing facilities
had heen negotiated and were available:

Total facilities e

- bank loans U813 121478
Facilities used at reporting date e

- hank loans {101,238  {108,478)
Facilities unused at reporting date e

- bankloans 24878 19,000
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Notes AGGREGATED
Jun-G4 Jun-G3

§000 $000
24, CAPITAL AND EXPENDITURE COMMITMENTS e

Joint ventures
The Group has remaining "at call” contributions to the

joint venture projects to an aggregate amount of: 1,660
Other parsons
Projected expenditure outlay to complete the
refurbishiment of the property at 108 Pitt Street, Sydnay 1,069
25, EMPLOYEE ENTITLEMENTS
The aggreqate emplovee entitlement liability is
comprised of:
- provisions {current} 215
- provisions {non-current} 328
543
26. EARNINGS PER STAPLED SECURITY
The following reflects the income and stapled securities data used in the calculation of basic
and diuted earnings per share:
Jun-G4 Jun-03
$066 $'060
Nat profit 34,725 33,808

Number of stapled securities

Jun-04 Jun-G3
______ ‘G060 ‘060
Weighted average number of stapled securities 270,420 243172

27. SUBSEQUENT EVENTS

Since halance date the Group has settled the acquisition of the Liverpool Plaza Shopping Centre in
Sydney's wast for $29.8 million on 16 August 2004 and has exchanged contracts to acguire a 50% interest
in Santos House, a commercial office tower in Adelaide, for $51 million. Funding for these acquisitions is
being provided through the Group's cash and drawings on its loan facilities.

The Group has also completed an institutional placement of 27 million securities at an issue price of $1.18
per security, raising $31.9 million. These securities, allotted on 9 August 2004, will ensure that the level of
gearing following settlement of the Liverpool Plaza and Santos House acquisitions will leave the Group
with the capacity to pursue further property acquisitions as opportunities arise.

Since 30 June 2004 there has not been any other matter or circumstance not otherwise dealt with in the
financial report that has significantly affected or may significantly affect the combined entity.

33



ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

28. DIRECTOR AND EXECUTIVE DISCLOSURES

{a} Remunaration Policy

The Board of Directors assesses the appropriateness of the nature and amount of emoluments of
directors and officers on an annual basis by reference to relevant employment market conditions with the
overall ohiective of ensuring maximum benefit from the retention of a high guality board and executive
team.

Details of the nature and amount of each element of the emolument of each director and sach of the five
principal executive officers {other than exscutive directors) receiving the highest emaluments for the

financial year are provided below.

{b} Datails of Specified Diractoers and Spacified Executivas

{i} Specified Directors
Mr John Thame Chairmarni
Gr Frank Wolf Deputy Chairman {Exscutive)

Mr David Bastian
Mr Dennis Bluth
Mr Phillip Green
Mr Matcolm lrving
Mr Len Lioyd

{ii} Specified Executives

J LU'Estrange
R Hif

P Strain

K Kitchen

C Bibby

Managing Birector
Director {non-executive)
Director {non-executive)
Director {non-executive)
Executive Director (AGHL}

General Manager — Property Finance

Chief Financial Gfficer

General Manager — Leasing and Administration
General Manager — Distribution

General Counsel
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28 DIRECTOR AND EXECUTIVE DISCLOSURES continued

{a} Remuneration of Specified Dirgctors

Salary Casgh Super-
& Fees Bonus annuation Tatal

J Thame . - . _ B

004 e gy e T gy e g 76

2003 53,618 - 5,303 58,921
Fwolt ... o -

20{}& ------ R P 525’{}00 350’00{] e LU . 8?5,{}00

2003 506,600 250,000 . 750,000
D BaStIan ..................... . .. .- . P -

2004 e ST .'.':..451,493 250,000 __'Z'-'-'-'-'-'ﬁ,U{}Z "".-.-.'.'.'?22,5(30

2003 435,481 250,009 10,518 706,600
D Biu‘th . .. .. .- e B

20{}& B 33’252 ~ [ 3,283 35,5@

2003 34,107 . 2,548 36,656
Pﬁreen e e e e .. e P

o004 I CDEBBH T gRg e 3] B

2003 21,447 . 2,121 23,568
M Irving _ . L

20{}& e 31’500 T - W 31’500

2003 23,568 - . 23,568
L Lioyd _ _ _

oogs ‘50000 e 60000 230,000

2003 151,978 25,000 - 176,978
Total Bemuneration of Specified Directors _ _ _

G0E s 620000 ga2ig 2 005,790

2003 1,224,159 525,000 20,492 1,769,691
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28. DIRECTOR AND EXECUTIVE DISCLOSURES continued

{d} Remuneration of Specified Exscutives

Salary Cash Superan-
& Fees Bonus auation Total

J L'Estrange y . _ _ . .

9004 e I 98293 0000 e 1,002 265,205

2003 185,000 50,000 16,519 245,519
RHll PP _ o

2006 g M 1862 204,750

2003 184,481 25,000 16,519 220,600
PSwraimy __ )

20{}& I e ‘]531435 20100{] T 11’{}02 384,53?

2003 - - . .
KKitchen ._ ._

sg0a 148,498 o gmpgp 1,002 182,500

2003 139,481 10,009 16,519 160,600
{ Bibby _

20{}3 .................................... 146‘498 e 15,80{] R 11,{}02 el 1?2;500

2003 129,481 10,000 16,519 150,600
Total Remuneration of Specified Executives _ _ _

o wagm oo sotg 396,452

2003 638,443 45,000 42,678 715,519

{il P Strain was not a specified executive in 2003,

(e} Security holdings of Specified Diresters and Spesified Executives and thair related parties

Securities held in Balanca Nat Change Balance
Abacus Property Group t July 03 Gthar 30 June 04
{(number}

Specifiad Diragtors

J Thame 17,000 18,600 35,600
F Wolf 6,806,046 - 6,806,046
D Bastian 7,640,600 - 7,040,600
P Green 8,368,930 - 9,366,930
M Irving 20,608 - 20,600

Specifiad Executives

R Hill 306,518 82,012 368,530
P Strain - 16,600 10,600
K Kitehen 13,402 - 13,482
€ Bibby 4,500 - 4,500
Fotal 23,574,486 110,812 23,684,498

All equity transactions with specified directors and specified executives have been entered into under
terms and conditions no more favourable than those the entity would have adopted if dealing at arm’s
tength.
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30 JUNE 2004

28 DIRECTOR AND EXECUTIVE DISCLOSURES continued
Dirgctor transactions

Directors of the consolidated entity and directors of its related parties, or their director-related entities,
conduct transactions with entities within the consolidated entity that occur within a normal employes,
eustomer or supplier relationship on terms and conditions no more favourable than those with which # is
reasonable to expect the entity would have adopted if dealing with the director or director-related entity at
army's length in similar circumstances.

During the year ended 30 June 2004 directors received distributions from the controlied entity on their
stapled securities in the Abacus Property Group and on their investment in various Trusts managed by
Abacus Funds Management Limited {AFML} as Responsible Entity.

Dirsctor-refated antity transactions

Abbott Tout was paid $379,132 (2003: $496,431) for legal services relating to corporate issues, leass
documentation and sales contracts. A pariner in Abbott Tout, Mr Dennis Bluth, is a director of Abacus
Funds Management Limited and Abacus Group Holdings Limited (AGHL).

Babcock & Brown Pty Limited was pald an arrangement fee of $50,000 {2003:$100,000} for a loan
agreement entered into by AGHL Mr Phillip Green, the Managing Director of Babcock & Brown Pty
Limited, is a director of Abacus Funds Management Limited and Abasus Group Holdings Limited.

During the year FSP Group Pty Limited was paid $330,282 {2003: $236,425) for rental of office premises and
for telephone and electricity charges. Dr Wolf, Mr Bastian and Mr. Green are directors of AFML, AGHL
and FSP Group Pty Limited.

29. RELATED PARTY DISCLOSURES
Whally-owned group transastions

Loans made by Abacus Trust to AGHL and is subsidiaries amounted to $131 million including interest
repayable on or before 30 June 2008. Interest is charged at 14% per annum {2003: 12.3%}.

In aceordance with existing constifutions, management agreements and prospectuses, Abacus Funds
Management Limited {Responsible Entity) and its subsidiary Abacus Property Services Pty Limited were
paid performance, property and funds management fees during the year by other entities within the Group
in the total amount of $1.3 millien (20063: $3.1million).

Related parly transactions
AFML received $825,768 in asset management fees and compliance cost recoveries from various trusts
where AFML is the Responsible Entity. Abacus Property Services Pty Limited received $837,592 in property

marniagement fees and salary recoveries from the same trusts. During the year AFML received $601,875 in
managemert fees from ioint ventures in which the Group had interests.
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29. RELATED PARTY DISCLOSURES continued

Related party transactions continued

Abacus Funds Management Limited and s subsidiary Abacus Property Sarvices Pty Limited were paid
fees in relation to property acquisitions, project and property management, prospectus raising and other
services during the year by Abacus Diversified income Fund (ADIF) in the total amount of $2.2 million.
Abacus Indapendent Retail Property Trust {AIRPT) paid AFML $13,800 for similar services. AFML is the
responstble entity of ADIF and AIRPT.

All other related party fransactions are conducted on normal commercial terms and conditions,

Custodian

The Custodian of the Trust is Perpetual Trustee Company Limited. The Custodian is entitled to a fes squal to
0.015% of the gross asset value of the Broup subject to a minimum fee of $40,000 p.a.

Notes AGGREGATED
lel_‘l_»Bf; Jun-03

30. AUDITORS' REMUNERATION

Amounts received or due and receivable by Ernst
& Young Australia for:

- an audit of the financial report of the entity and

any other entity in the consolidated entity 12,559

- other services in relation to the entity and any
other entity in the consolidated entity - 23,100
147,400 86,059




ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

31. SEGMENT INFORMATION

The consolidated entity operates within three business segments within the property industry, being
property rental and sales, other property-hased investments and funds management. The property rental
and sales operations comprise the leasing and maintenance of commercial, retall and industrial properties
and the conversion of commereial properties inte commereial strata units intended for sale. The other
properiy-related investments comprise mortgage lending and investment in joint venture activities and in
securities of other listed and unfisted property trusts. Funds management comprise property and funds
maniagement and other consulting activities. Revenue Is derived from property rentals, interest, fees and
property sales.

Property Gther proparty- Funds

Rental & Sales based investments  Management Total

Jun-04  Jun-03  Jus-84  Jun-03 Jun-04  Jun-03  Jun-04 Jun-03
$000 §0o0 §600 5000 8008 §'600 $000 $'000

Segment revenue:
Revenues from customers R
outside the Group 96,166 128901 20,972 8,223 5,036 3,451 122,174 140,575

807 851
122,881 141,526

interest revenue
Total agyreyated revenue

Segment results: IR SR et
Segment result 20446 36842 17817 7103 4067 3126 - 42,270 46,81
Interest income S o R e 951
Income tax e {183) {3.277)
Borrowing costs {8,189} (10,737
Group net profit 34,725 32.808

Segment assets: R AT AT AR
Segment assets 1285314 229,027 [ 126480 142313 | 34,089 42883 415853 414,023
Unalloeated assets SRR ST S 208 172

416,059 414,195

Segment Habilities:

394 1726 4086 24,893

Segment liabilities 22775 " B0

Interest-baaring loans R '_'_':1{}1,235 88,400

Tax fiabilities e {123) 3,224

Unaflocated liabilities 8,117 7,097
113,315 123,614

Other segment information: RPN

Acquisition of controfled - o L

entities 8310 . 38500 - 46810

Depreciation and L : SRR Ca

amortisation T4 g - LB 180 1619

Nen-cash expenses other T S

than depreciation and L ..........................

amortisation 82 534 367 . - - 449 534
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NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2004

31. SEGMENT INFORMATION continued

Segmant accounting policies and segment location

The segment accounting policies are the same as the Group’s policies described in Note 1. During the
financial pericd, there were ngo changes in segment accounting policies that had a material effect on the

segment information. The Group operates wholly within Australia.

32, FINANCIAL INSTRUMENTS

{a} Interast rate risk exposures

The Group’s exposure to interest rate risks and the effective interest rates of financial assets and financial
Habilities, both recognised and unrecognised at the reporting date, are as follows:

Non- Total Weighted

Finaneial Instruments Floating Fixed interestrate maturing inc interest  Carrying  average
interest rate  =<1vyear >1tobyears >8years bearing Amount  effective
2004 $'060 $'060 $'000 $000 $'060 §'0600  interestrate
Financial Assets
Cash at bank 24,367 - - - - 24,367 5.13%
Other debtors - 132 - - 28,257 28,388 5.15%
Other financial assets - 85,440 45,176 - - 101,166 13.74%
24,357 55,572 45,726 - 28,257 153,922
Fingncial Liabilitigs
Payables - - - - 3,396 3,356 -
Bank loans 101,235 - - - - 101,235 1.37%
Interest rate swaps (93,8501 - 93,850 - . - 7.40%
Distribution payable - - - - g117 8117 -
7,385 - 83,850 - 11,513 112,748

Non- Total Weighted

Floating Fixed interest rate maturing in: interest  Carrying  average
interest rate  =<1vyear >1tobyears >8years bearing Amount  effective
2003 $'000 $000 $'600 $000 $000 $600  interest rate
Financigl Assets
Lash atbank 29,166 - - . - 29,166 4.50%
Other debtors - 1,562 - - 17,284 18,848 4.51%
Other financial
assats - 31137 28,789 6,825 - 66,751 12.60%

28,166 32,659 28,789 §.825 17,284 114,763

Finaneial Lisbilitios

Payables - - - - 8,640 8,040 -

Bank loans 108,475 - . - « 108,475 7.26%

Interest rate swaps (88 8501 - 88,850 - - - 7.40%

Distribution payable - - - - 7,089 7,088 -
19,625 - 88,850 - 15139 123514
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22 FINANCIAL INSTRUMENTS continuad

{b} Cradit risk exposures

Credit risk represents the risk that a counterparty will fall to perform contractual ahligations under a
gontract.

The combined entity’s maximum exposure fo credit risk at reporting date in relation to each class of
recognised financial assets is the carrying amount of those assets as indicated in the Statement of
Financial Position.

{c} Net fair value of financial assets and Habilities

Recognised financial ingtrumants

Cash, cash equivalents and short-term investtnents: The carrying amount approximates fair value because
of thelr short term to maturity.

Trade receivables and trade creditors: The carrying amount approximates fair vaiue.

Shert-tarm borrowings: The carrying amount approximates fair value hecause of their short term o
maturity.

Long-term bank borrowings and debentures: The fair values of long-term borrowings are estimated by
discounting expected cash flows at the interest rates currently offered to the Group for debt of the same
rematring maturity and security plus costs expected to be insurred were the liahility settled.

Non-current investments/securities: A reasonable estimate of the fair value is determined by reference to
the current market value of another instrument which is substantially the same.

All other financial assets and lighilities have been recognised at the balance date at their net fair values,
except for the following:

Total carrying
amount as per the

statement of Aggregate
finanzial position net fair value
2604 20063 2004 20603
$060 $'060 $'000 §'000
Financial liabilities P L
Bank laans 101,235 108,475 ':__"_'-_--__1_(_3?,?38 108,372
Interest rate swaps N/A NA (684) 1,875

N/A  Not applicable since financial instruments are not recognised in the financial statements.
Unracognised financial instruments

Interest rate swap agreements: The net fair value of interest rate swap contracts is determined as the
difference in present vaiue of the future interest cash flows.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

33. LEASES

All the properties owned by the combined entity are leased to third parties under operating leases at 30
June 2004. Lease terms vary hetween tenants.

AGGREGATER
Jun-4 Jun-03

$'0680 $'0600
Future minimum rental revenues under e
non-canceliable operating leases at
30 June 2003 are as follows:

1,270

- not fater than one year L 415713
- later than one year and niot later than five years e 27,822 113,888
- later than five years 10,573 47178
Total 49,465 268,639

34, INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)

The Australian Accounting Standards Board (AASB) is adopting International Accounting Standards
{IFRS) for application to reporting pariods beginning on or after 1 January 2005, The AASB wilt issue AASB
ecuivalents to IFRS and Urgent Issues Group abstracts corresponding to Intersational Fnancial Reporting
Interpretations adopted by the International Accounting Standards Board. The adoption of the new
standards will be first reflected in the Group’s financial statements for the half-year ending 31 December
2005 and the year ending 30 June 2006.

Set out below are the major changes to current accounting policies that may have an impact on the
financial results of the Group. The future financial effect of the changes in accounting policies is not yet
known as conditions and basis of assessment are not yvet known.

Investment Properties

Under AASB 140 Investment Property, if investment properties are measured at fair value, gains or losses
arising from changas in fair value will be recognised in profit or loss for the period in which they arise. The
Group intends to value s investment properties at fair value adhering to the standard.

Under the current accounting policy, when investment properties are revalued to fair value, changes in
fair value are recognised in the asset revaluation reserve.

Financial Instruments

Under AASB 139 Financial instruments: Recognition and Measurement, financial assets will he classified
as either held for trading, held-to-maturity, available for sale or loans and receivables. Depending on the
elassification, assets wifl be measured at fair value or amortised cost. The Group intends to value its
financial instruments at fair value.

It shiould be noted that general provisioning for doubtful debts is not allowed under the standard. Any

provision should relate to a specific loan. The application of this standard may result in a decrease in the
provision eurrently held.
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24, INTERNATIONAL FINANCIAL REPORTING STANDBARDS (IFRS} continued
Financial Instruments continuad

The Group wilt also he required to determine the fair vaiue of interest swaps and recognise any change in
value at balance date in the profit and loss.

Goodwill

Under AASB 138 Business Combinations, goodwill will no longer be amortised but instaad will be subject
to annual impairment testing. This will result in a change to the current accounting policy under which
goodwill is amortised on a straight line basis over its useful life but not exceeding 20 years. The amount of
the amertisation of goodwill in 2004 was $1,775,006. ur initial assessment is that it is unlikely there will be
any impairment of gooadwill in 2008.

Income Taxas

Under AASBE 112 fncome Taxes, deferred tax balances will Be determined using the balance sheet method
which calculates temporary diferences hased on the carrying amounts of an entity’s assets and labilities
in the statement of financial position and their associated tax bases. In addition, current and deferred
taxes attributable to amounts recognised directly in equity will alsa be recognised directly in equity. The
most significant impact will be the recognition of a deferred tax liability in relation to the asset revaluation
reserve in Abacus Group Holdings Limited.

This wifl result in a change to the current accounting policy under which deferred tax halances are
determined using the income statement method. ltems are only tax-effected if they are included in the
determination of pre-tax accounting profit or loss andfor taxable income or loss and current and deferred
taxes cannot be recognised directly in equity.



ABACUS PROPERTY GROUP

DIRECTORS’ DECLARATION

In aceordance with a resolution of the directors of Abacus Funds Management Limited, Responsibie Entity
of Abacus Trust, and the directors of Abacus Group Holdings Limited, we state that:

In the opinion of the directors, the financial statements and notes of the Group are in aceordance with the
Corporations Act 2001, including:

{i} giving a true and fair view of the Group's finaneial position as at 36 Junie 2004 and
of their performance for the year ended on that date; and

¢i) eomplying with Accounting Standards and Corporations Regulations 2001; and

gl there are reasonable grounds to believe that the Group will be able to pay its

debts as and when they become due and payable.

On behalf of the Board

“2.
John Thame David Bastian
Chairman Managing Birector

Sydney, 20 September 2004
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ANNUAL FINANCIAL REPORT
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The Annual Financial Report of Abacus Group Holdings Limited
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It is recommended that this Annuat Financial Beport should be read in conjunction with the Annual
Financial Reports of Abacus Property Group and Abacus Trust as at 30 June 2004, 1 is also recommended
that the report be considered togather with any public pronouncements made by the Abacus Property
Group in accordance with #s continuous disciosure obligations arising under the Corparations Act 2001.



ABACUS GROUP HOLDINGS LIMITED

DIRECTORS’ REPORT
30 JUNE 2004

The Directors of Abacus Group Holdings Limited {AGHL or the “Company”) submit thelr report for the
Company for the year ended 30 June 2004,

DIRECTORS

The Directors of Abacus Group Holdings Limited at any time during the financial yvear and until the date of
this report are:

John Thame Chairman

Frank Wolf Deputy Chairman {Executive)
Gavid Bastian Managing Director

Gennis Bluth Non-gxecutive Director
Phillip Green Nan-executive Director
Malcolm frving Nen-executive Director

Len Lloyd Executive Director

PRINCIPAL ACTIVITIES

The principal activities of Abacus Group Holdings Limited during the year were:
# funds management and property syndication
# aroperty and project management

# aarticipation in property development activities

DiVIBENDS

There were no dividends paid by Abacus Group Holdings Limited during the year. Distributions o
members were funded by the Abacus Trust.

REVIEW OF OPERATIONS
Qverview

Abacus Group Holdings Limited is stapled to the Abacus Trust to form the Abacus Property Group {Group).
The Group operates wholly within Australia and s an investor in commercial, industrial and retail
praperties and other property-refated investments,

Ahacus Group Holdings Limited operates funds management and property management businesses and
participates in property refurbishment and development to add value to the assets within its portfolio.
Abacus Group Holdings Limited also participates in joint venture projects with a number of experienced
partners in NSW, Gueensland and Victoria.



ABACUS GROUP HOLDINGS LIMITED

DIRECTORS’ REPORT
30 JUNE 2004

REVIEW OF OPERATIONS continuad
{perating Resuits for the Perisd

A summary of combined revenue and profits is as follows:

Year ended 30 June 2004
Revenue Profit
$'000 $'000

Business Segmaents
Property rental and sales 32,215 1,481
Gther property-based investments 13,138 16,984
Funds management 5,110 5141
51,584 17 608
Combined entity adjustments 274 {18,255}
Combined entity operating revenue and profit 51,858 {649}

Abacus Group Holdings Limited has continued the sale of the commercial office strata in 109 Pitt Street
Sydney in tandem with the progressive refurbishment of the huitding. During the year ended 306 June 20064,
sales of $27.7 milion were achieved, while a further $5.5 mitlion was spent on refurbishment. Profit from
toint venture acthities during the year amounted to $4.3 million.

During the year, Abacus Funds Management Limited, in its role as Trustes/Manager, acquired seven
additional properties for the Abacus Diversified Income Fund, increasing the gross assets under
mariagement from approximately $69 million to approximately $176 million.

Abacus Funds Management Limited currently manages assets of approximately $875 million for the
Abacus group.

Review of Financial Condition

No shares were issued during the year under review.,

Existing Bank loan facilities total approximately $25.2 million, of which approximately $17.2 million was
drawwn as at 30 June 2004. The Company managas interest rate exposure on debt facitities through the use

of interest rate swap contracts. At year end, approximately $11.1 million or 64.4% of interest commitments
were hedged.
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SIGNIFICANT CHANGES iN THE STATE OF AFFAIRS

The following significant changes in the state of affairs of the Company occurred during the financial
year:

d Total equity decreased by $1.5 million, from $17.1 million in the year ended 36 June 2603 to $15.6
miflion in the year ended 30 Junie 2004 due mainly to & decrement of $0.9 million in the revaluation
of four Liverpool Road properties.

d Retained earnings increased from $7.9 million to $7.3 million in year 2004,

d The Abacus Diversified Income Fund increased its gross assets under management fo
approximately $170 million from $60 million in June 2003.

d Total assets under management increased by over $100 million to approximately $675 million as at
30 June 20604

SIGNIFICANT EVENTS AFTER THE BALANCE BATE

On 9 August 2004 the Group completed an institutional placement of 27 million securities at an issue price
of $1.18 per security, raising $31.% million of which $1.4 million was recelved by Abacus Group Holdings
Limited.

There have been no other significant events that occurred after balance date that may affect either the
Company’'s aperations or resuits of those operations or Hs state of affairs, that have not been disclosed
already in this report,

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Directors have excluded from this report any other information on the fikely developments in the
operations of the Company and the expected resuits of those operations in future financial years, as the
Directors believe that it would be lkely to result in unreasonable arejudice to the operations of the
Company.

ENVIRONMENTAL REGULATION AND PERFORMANCE

Environmental responsibilities, such as waste removal and water treatment, have been managed in
compliance with all applicable reguiations and lcence requirements and in accordance with indusiry
standards. No breaches of requirements or additional envirenmental issues have been discovered nor
brought to the board’s attention.

INDEMNIFICATION AND INSURANCE OF DIRECTURS AND OFFICERS

The Responsible Entity, Abacus Funds Management Limited, has paid an insurance premium in respect of
a contract insuring its directors and full time executive officers and secretary. The terms of this policy
prahibit disclosure of the nature of the risks insured or the premium paid.
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INFORMATION ON DIRECTORS

The Directors of Abacus Group Holdings Limited and Abacus Funds Management Limited, the Responsible
Entity of the Abacus Trust, at any time during the financial year and until the date of this report are as set
out below, with gualifications, experience and special responsibilities.

John Thame AIBF, FCPA Chairman {hon-executive)
Member of Audit Committee
Chairman of Nomination & Remunaration Committee

Mr John Thame has over 30 vears experience in the retall financial services industry in senior
management posHions. His 26-year career with Advance Bank included 10 years as Managing Birector
until the Bank’s merger with St George Bank Limited in 1997, Mr Thame is Deputy Chairman of St Gaorge
Bank Limited and & director of AWB Limited, Reckon Limited and Village Building Co Lid.

Frank Woif PhD, BA Hons Deputy Chairman {executive)

Dr Frank Walf is the Chairman of FSP Group Pty Limited and a Director of financial planning groups
Financial Services Partners Pty Limited, Vector Financial Services Limited and Kingston Capital Limited as
well as of HGL Limited, a diversified publicly listed investment company. Dr Wolf has over 20 years
experience in the property and financial services industry.

David Bastian CPA Managing Director

Mr David Bastian has almost 46 years experience in the financial services industry, in particular in the
packaging of commercial, retail and residential property projects. He was Managing Director of the
Canberra Building Society for 20 years and an Executive Diractor of Godirey Pembroke Financial Services
Pty Limited for 7 years. Mr Bastian is also a director of FSP Group Pty Limited and financial planning groups
Veetor Financial Services Limited and Kingston Capital Limited.

Dennis Bluth Non-executive director
LLM, LLB, BA Chairman of Credit Committes
Chairman of Due Biligence Committes
Member of Audit Committee
Member of Nomination & Remuneration Committee

Mr Dennis Bluth holds Bachelor of Arts, Bachelor of Law and Masters of Law degrees and has practised
as a solicitor for over 25 years, principally in the area of property law. Mr Bluth is a pariner with Abbott
Tout Selicitors of Sydney, Canbarra and Brishane and is a member of 8 number of Law Society and Law
Council Committees. He was formerly a director of Godfrey Pembroke Financial Services Limited.
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INFORMATION ON DIRECTORS continued

Philiip Green LLB, BCom Non-executive director

Mr Phillip Green helds Bachelor of Commerce and Bachelor of Law degrees and gualified as a Chartered
Accountant. He is the Managing Direstor of Babcock & Brown Pty Limited, a merchant banking group and
is also a member of the Group’s international board. Mr Green has over 25 years experience in corporate
finance specialising in taxation and structured domestic and internationat corporate acquisitions. He is
also & director of Tourism Asset Holdings Limited, MTM Funds Management Limited, FSP Group Pty Limited
and Prime Infrastructure Management Limited.

Malcolm frving AM MNon-executive director
FCPA, FS1A, BCom, Chairman of Audit Committes
Hon DLt Member of Nomination & Remuneration Committes

Mr Malcolm irving has over 40 vears experience in company management, including 12 years as Managing
Director of CIBC Australia Limited. Mr Irving is Chairman of Australian Industry Development Carporation,
the Australian River Company Hmited, Willis Australia Limited Group and Keyeorp Limited. He is also a
diractor of §'Connell Street Associates Pty Lid Group, ADI Limited and Resimac Limited.

Lan Ligyd FAPI, LREA Executive director

Mr Len Lioyd is & licensed Real Estate Agent and a registered Real Estate Valuer. His experience includes
the development, management and funding of commercial, retail and residential property. Mr Lloyd joined
the Abacus Group in Octoher 2000 and now holds the position of Managing Director of Abacus Property
Services Pty Limited responsible for property administration and development opportunities in the Abacus
portfalio. Ini previcus positions Mr Loyd held responsibility for the property portfalios of the Advance Bank
and 5t George Bank and provided wvaluation and lending advice while with the Commonweaith
Development Bank.

Directors were in office from the beginning of the financial year until the date of this report unless
otherwise stated.

As at the date of this report, the relevant interests of the directors and specified executives in the shares
of Abacus Group Holdings Limited were as follows:

Girectors:
The directors are not party to any contract

John Thame 35,000 under which the directors may be entitied
Frank Wolf 5,806,046 to a henefit or that confers a right to call
David Bastian 7,040,000 for ar deliver interests in the Company.
Phitlip Green 5,366,930
Malcolm Irving 20 060

Employess

The Abacus Property Group employed 41 employses (including directors) as at 30 June 2004 {2063: 41
employees). This ncludes 7 employees whose salary is fully recoverable from specific properties
maniaged by the Group.

8§
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ROUNDING

The amounts contained in this report and in the annual financial report have heen rounded o the nearest
81,006 iwhere rounding is applicable} under the option available to the consoclidated entity under ASIC
Class Order 98/0100. The Company is an entity to which the Class Order applies.

Signed In aceordance with a resolution of the directors.
Abacus Group Holdings Limited {ABN 31 089 664 619}

2
John Thame David J Bastian
Chairman Managing Director

Sydnay, 20 September 2604



ABACUS GROUP HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE
YEAR ENDED 30 JUNE 2004

CONSCLIDATED PARENT ENTITY
Jun-4  Jun-03  Jun-G4  Jun-03
Notes $G60 $000  $0G6G  $'00D

STATEMENT OF FINANCIAL PERFQRMANCE

REVENUES FROM ORBINARY ACTIVITIES 2
Share of net profits of associates and loint
ventures accounted far using the equity method 2

Depreciation and amortisation expenses
Carrying amount of investment properties disposed

Borrowing costs expense 3

Bad and doubtful debts 3

Salaries and employee benefits expense

Other expenses from ordinary activities 3

PROKT FROM ORDINARY ACTIVITIES

BEFORE INCOME TAX EXPENSE 6,909
Company income tax expense 4 (3,277

NET PROFIT ATTRIBUTABLE TG MEMBERS OF
ABACUS GROUP HOLDINGS LIMITED

{Decreaselincrease in asset revaluation reserve

TOTAL REVENUES, EXPENSES, AND VALUATION
ADJUSTMENTS ATTRIBUTABLE TO MEMBERS AND
RECOGNISED DIRECTLY IN EQUITY

TOTAL CHANGES IN EQUITY OTHER THAN THGSE
RESULTING FROM TRANSACTIONS WITH
MEMBERS

AS OWNERS

Basic and diluted sarnings per share {cents)



ABACUS GROUP HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
Juen-G4 Jun-93  Jun-D4 Jun-03
Notes $G00 $000 $'000 960

CURRENT ASSETS

Cash assels

Receivables

Investment properties
Other financial assets
{Other

TOTAL CURRENT ASSETS

NCN - CURRENT ASSETS
Plarit and equipment

Investment properties 8,746
Investments accounted for using

the equity method 3723
Other financial assets 105,784
Deferred tax asseats 172
Intangible assets .
Other 6
TOTAL NON-CURRENT ASSETS 118,431
TOTAL ASSETS 118,774

CURRENT LIABILITIES
Payables

Current tax labilities

Interest bearing liabilities
Provisions

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Irterest hearing liabilittes

Provisions

TOTAL NON-CURRENT LEABILITIES

TOTAL LIABILITIES 103,708

NET ASSETS

EQUITY

Contributed equity

Asset ravaluation reserve

Retained earningsf{accumulated losses)
TOTAL EQUITY




ABACUS GROUP HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
Jun-D4 Jun-03 Jun-84  Jun-03

Notes $'000 $000 $0600 $'000
CASH FLOWS FROM OPERATING ACTIVITIES
Ineome receipts 610
Interest received 9
Distributions received -
Income tax expanse paid (64}
Responsible entity's fee paid (36}
Borrowing costs (55}
Merger and listing costs {628}
Dperating payments {208}
NET CASH FLOWS FROM/{USED IN} GPERATING
ACTIVITIES 2Xa} {37193
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for investments (38,248} {9,178}
Proceeds from sale of investments 823 -
Purchase of controlied entities {4,825} (7,000}
Purchase of investment properties {14,601} -
Disposal of investment properties -
NET CASH FLOWS USED IN INVESTING
ACTIVITIES {18,178}
CASH FLOWS FROM FINAMNCING ACTIVITIES
Proceeds from issue of shares 4134
Payment of establishment fees -
Repayments of borrowings (3,405}
Proceeds from borrowings 15,853
NET CASH FLOWS FROM FINANCING
ACTIVITIES 16,582
NET INCREASE/(DECREASE} IN CASH HELD 34
Add opening cash Brought forward 53
CLOSING CASH CARRIED FORWARD 24b} 87

H



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{a} Basis of accounting

The financial report is a generai-purpose financial report, which has been prepared in accordance with
the reguirements of the Corporations Act 2001 including applicable Accounting Standards and other
mandatory professional reporting reguirements {Urgent issues Group Consensus Views) have also been
ecomplied with.

The financial report has been prepared in accordance with the historical cost convention except for
investment properties and investments in listed securities which are carried at fair value, and for
investments in joint ventures which are equity aceounted.

The aceounting policies adopted are consistent with those of the pravious year.

th} Principles of consslidation

The consolidated financial statements include the financial statements of Abacus Group Heldings Limited
and its controlied entities referred to collectively throughout these financial statements as the
“caonsolidated entity” or the “Cempany”.

Information from the financial statements of subsidiaries is included from the date the parent company
obtains control until such time as control ceases. Where there is a loss of control of a subsidiary, the
consolidated financial statements include the results for part of the reporting period during which the
parent company has control. Subsidiary acquisitions are accounted for using the purchase method of

aceounting.

The financial statements of subsidiaries are prepared for the same reporting period as the parent
ecompany, using consistent accounting policies.

All intercompany balances and transactions, inciuding unrealised profits arising from infra-groop
transactions, have been eliminated in full. Unrealised losses are eliminated unless costs cannot be
recovered.

{c} Cash and cash aguivalents

Cash on hand and in hanks are stated at nominal value.

For the Consolidated Statement of Cash Flows, cash includes cash on hand and in banks, and money
market investments readily convertible to cash within 2 working days.

i



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{t} Receivables

Trade recelvables are recognised and carried at original inveoice amount less a provision for any
uncollectible debts. An estimate for doubtful debts is made when collection of the full amount is nio longer
prabable. Bad debis are written-off as incurred.

Receivables from related parties are recognised and carried at the nominal amount due. Interest is taken
up as income on an accrual hasis.

Bills of exchange and promissory notes are measured at the lower of cost and net realisable value.
{o) Investment properties
Cost and valuation

Land and buildings are considered to have the function of an investment and are therefore regarded as a
composite asset and are referred to in these accounts as “investment properties”. Accounting Standard
AASB 1021 "Depreciation” does not reguire investment properties to e depreciated. Accordingly, the
bulldings and components thereof are carried at fair value and are not depreciated. However, investment
praperties are depreciated for tax purposes prior to the distribution of any taxable income to members.

Independent valuations of investment properties are obtained at intervals of not mors than three years
from suitably qualified property valuers. Such valuations are reflected In the financial statements of the
consolidated entity. Notwithstanding, the directors assess the carrying valug of gach investment property
at each reporting period to ensure s carrying value does not materially differ from its fair vaiue. Where
necessary, the investment property is revalued to reflect its fair value being the amounts which the assets
could be exchanged bhetween knowledgeable willing parties in an arm’s length fransaction at the
valuation date.

A revaluation increment is credited directly to the asset revaluation reserve, unless it reverses a previous
revaluation decrement charged as an expense in determining operating profit in respect of that same
elass of asset, in which case the increment is credited to operating profit.

Expenditure capitalised to properties includes the cost of acquisition, capital and refurbishment additions,
and during development includes financing charges and related professional fees incurred.

The cost of improvements to or on leasshold property is capitalised, disclosed as leasehold

improvements, and amortised over the unexpired period of the lease or the estimated useful lives of the
improvements, whichever is the shorter.

12



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{f} Investments

Listed shares held for trading are carried at net market value. £hanges in the net market value are
recognised as @ revenue or expense in determining the niet profit for the period.

Investments in associates and joint ventures are carried at the lower of the equity-accounted amount and
recoveralle amount in the consolidated financial report.

All other non-current investments are carried at the lower of cost and recoverable amount.
{4} Flant and equipment

Cost and valuation
All classes of plant and equipment are measured at cost.

Depreciation
Depreciation is provided on a straight-line basis on ail plant and equipment.

Major depreciation periods are: Jun-04 Jun-03
Plant and equipment 5-15 years 5-15 years

th} Joint venturas

Interest in the joint venture operation is recognised by including in the respective classifications, the
share of individual assets employed and share of liabilities and expenses incurred.

Interest in the joint venture partnership is carried at the lower of the equity-accounted amount and
recoverable amount in the consolidated financial report.

ti} Goodwili

Goodwill represents the excess of the purchase consideration over the fair value of identifiable net assets
acquired at the time of acquisition of a business or shares in a controlled entity.

Goodwill is amottised on & straight-line basis over the period during which henefits are expected to be
received. Goodwill is amortised over 20 years.

{j} Payables
Payables represent liahifities to trade and other creditors for goods and services provided to the
consolidated entity, whether or not Bifled, and are unpaid as at the end of the financial year. The amournts

are non-interest bearing and are normally settled on 30 day terms.

Payables to related parties are carried at the principal amount. interest, when charged by the lender, is
recognised as an expense on an acerual hasis.

13



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{k} Interest-baaring Hiabiiltias

Allloans are measured at the principal amournt. Interest is charged as an expense as it acerues.
{f} Dividends

A provision for dividends is made when declared, determined or publicly recommended by the directors
on or before the reporting date but not distributed at balance date.

{m) Contributed equity

Issued and pald up capital is recognised at the fair value of the consideration received by the
consalidated enity.

Any transaction costs arising on the issue of the shares are recognised directly in squity as a reduction of
the proceeds received.

{r} Revenue racognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
consolidated entity and the revenue can be reliably measured. Revenue brought to aceount But not
received at balance date is recognised as a receivable. The following specHie recognition criteria must
also he met before revenus is recognised:

Operating leases

The rental income from operating leasas is recognised in accordance with the terms of the lease
agreements and other constituent decuments.

tnvestment Income

Revenue from other investment activities Is recognised i accordance with the terms set out in the
mortgage or loan documentation and other related agreements.

Revenue from sale of investment properties is recognised on exchange of unconditional contract of sale.
Fees

Revenue from fees is recognised in aceordance with the terms and conditions of the agreements.
Interest

Control of the right to receive the interest payment.

Dividends and distributions

Control of the right to receive the dividend and distribution payment.

1



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{o} Taxes
Company income taxes

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an sxpense
ard is calculated on the accounting profit after allowing for permanent differences. To the extent timing
differences occur between the time items are recognised in the financial statements and when items are
taken into account in determining taxable income, the net related taxation benefit or Hability, calculated at
eurrant rates, is disclosed as a fulure income tax bBenefit or a provision for deferred income tax. The future
income tax henefit relating to tax losses and timing differences is not carried forward as an asset unless
the henefit is virtually certain of being realised.

Goods and Services Tax {GST)

Revenues, expenses and assels are recognised niet of the amount of GST except:

o  Where the G5T incurred on a purchase of goods and services is not recoverable from the
taxation autharity, in which case the GST is recognised as part of the cost of acquisition of the
assat or as part of the expense item as applicable; and

* Recelvables and payables are stated with the amount of GST included.

The net amount ¢f GST receivable from, or payable to, the taxation authority is included as part of
receivables or payahbles in the Statement of Financial Position.

Cash flows are included in the Statement of Cash Hows on a gross basis and the 65T component of cash
flows arising from investing and financing activities, which is recoverable from, or payable to, the taxation
authority are classified as aperating cash flows.

Commitments and contingencias are disclosed net of the amount of GST recoverable from, or payable to,
the taxation authority.

{p} Employas entifemants

Provision is made for employee entittement benefits accumulated as a result of employees rendering
services up fo the reporting date. These henefits include wages and salaries, aanual leave, sick leave and
tong service leave.

Liahilities arising in respect of wages and salaries, annual leave, sick leave and any other employee
entitlements expected to be settled within twelve months of the reporting date are measured at amounts
expected to be paid when liahifities are settled. All other employee entitlement liabilities are measured at
the present value of the estimated future eash outflow fo be made in respect of services provided by the
employees up to the reporting date. In determining the present value of future cash outflows, the interest
rates attaching to government guarantesd securities, which have terms to maturity approximating the
terms of the related liahility, are used.

15



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{n} Employes entitements continued

Employee entitlements expenses and revenues arising in respect of the following categories:
o wages and salaries, non-monetary benefits, annual leave, long service leave, sick leave, and
other leave entittements; and
e other types of employee entilemeants
are recogritsed against profits on a net basis in their respective categories.

{u) Derivative financial instrumants

interest rate swaps

The consolidated entity enters info interest rate swap agreements that are used to convert the variable
interest rate of its short-term borrowings to medium-term fixed interest rates. The swaps are entered into

with the obiective of reducing the risk of rising interest rates.

It is the consolidated entity’s policy ot to recognise interest rate swaps in the financial statements. Nat
receipts and payments are recognised as an adjustment to interest expense.

{r) Leasing incentives

Lease incentives offered while property is under development are capitalised to the carrying value of the
property.

Lease incentives in the form of up-front payments, contributions to certain lessees’ costs, relocation costs
and fitouts offered in relation to the ongoing oneration of the property are recognised as an asset and

amortised over the period to which the lease relates.

Incentives provided fo lessess in the form of lessor-paid fitouts and improvements that remain assets of
the lessor by becoming part of the structure of the property which is retained beyond the lease term, are
capitalised to the carrying value of the property.

{s} Earnings per share

Basic EPS is caleulated as net profit attributable to members, adjusted to exclude costs of servicing
equity {other than dividends}, divided by the weighted average number of shares on issue atthe end of the
year.

{t} Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current
year disclosures.

18



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

MNotes CONSOLIBATED PARENT ENTITY
Jun-04  Jun-03  Jun-04  Jun-03
$'000 §'000 $'080 $'600

2. REVENUE FROM ORDINARY ACTIVITIES

Revenuss from operating activities
Revenue from rental receipts
Interast income from investments
Fee income from investments
Revenue from sale of investment properties
Property management fees
Fund management fees
Fees and other income
Totai revenues from operating activities

Revenuas from non-operating activities
Distributions from other entities
Bank interest

Totai revenues from non-operating activities

Total revenues from grdingry activities

Share of net profits of joint ventures
ascounted for using the eqguity mathod
Share of joint venture profits

Gains
Net gains on disposal of investment properties

17



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

36 June 2004
Notas CONSOLIDATED PARENT ENTITY
Jun-G4 Jun-03 Jizn-04 Jun-03
$'000 $a00 $'600 960
3. EXPENSES

Depreciation of non-current assets
Plant and equipment
Totat depreciation of non-current assets

Amaortisation of non-current assets
Finance costs

Soodwill

Leasehold alterations

Software

Totai amartisation of non-current assets
Toial depreciation and emortisation
axpanses

Borrowing costs expensed
Interest expense
Total borrowing costs expensed

Bad and doubiful debts

Other expenses
Expenses on sale of investment properties
Management fees
Audit fees
Custody fees
Merger expenses
ASX fees
Distribution costs
Rent
Other
Other expenses from ordinary activitins

18



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

36 June 2004
Notes CONSOLIDATED PARENT ENTITY
Jun-84  Jun-03  Jur-84  Jun-03
0600 $000  $900 $'000
4, INCOME TAX

The prima facie tax, using tax rates applicable in the
country of operation, an profit and extraordinary
items differs from the income tax provided inthe
financiaf statements as follows:
Mat profit from ordinary activities before income tax
Associates’ net profit from ordinary activities
Company profit from ordinary activities before income tax
Prima facie tax on profit {oss} from ordinary activities
Tax effect of permanent differences

Capital expenses

Depreciation

Amortisation of intangible assets

Non-assessable capital gain

Prior years' tax losses

Othier ems {net)
Income tax expense attributable to ordinary activities

Deferred tax assets and Habilities
Current tax payable

Pravision for deferred income tax - current
Future income tax benefit - non-current

Tax consolidation

Effective 1 July 2002, for purpeses of income taxation, Abacus Group Holdings Limitad and its 100% owned
subsidiaries formed a tax consolidation group. Members of the group entered intg a tax sharing
agreement providing for allocation of income tax liabilities between the entities should the head entity
default on its tax payment obligations. At the balance date the possibility of default is remote. The head
entity of the tax consolidated group is Abacus Sroup Holdings Limited.

1



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

MNotss  CONSOLIDATED PARENT ENTITY
Jun-84 Jun-03  Jusn-04  Jun-03
$’{}{}{}_ $'BUO_ 600 3000

5 DIVIBENDS PAID OR PROVIBED FOR ON
SHARES

{a} Dividends

There were no dividends paid or payable during the

year. Distributions were paid from Abacus Trust,

(b} Franking credit balance

The amourt of franking credits available for the

subsequent financial year are:

- franking account halance as atthe end of the
financial year at 30%

- franking credits that will arise from the payment of
income tax payable as at the end of the financial year

§. RECEIVABLES
Trade debtors {)
Shari-term deposits (i}
Distribution receivable

(a} Terms and condiions

{i } Trade debtors are non-interest bearing and generally on 30 day terms.

{iil} Short-term deposits have an average maturity of 30 days  and have a floating interest rate which
has averaged 5.15% for the year.

7. OTHER FINANGIAL ASSETS {CURRENT)
Investments in mortgage loans - secured {a}
Investments in mortgage loans - related parties

{a) Mortgages are secured by real property assets. Repayment dates are on or before 36 June 2005.
Woeighted average interest rate at 30 Junie 2004 was 14.57% pa (20063: 12.6%}

8. OTHER CURRENT ASSETS
Refundable deposits
Prepayments

Totai other current assets

2



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

Notes  CONSOLIDATED  PARENT ENTITY
Jun-04  Jun-03 Jun-04  Jun-G3
3000 $'0600 £000 $°960

8. PLANT AND EQUIPMENT
Plarit and equipment

At cost

Aceumulated depreciation and amortisation
Total written down amount

Reconcilistions
Reconciliation of the carrying amounts of

plarit and equipment at the beginning and end of the
current and previous financial year.

Carrying amount at beginning
Additions
Depreciation and amortisation expense

2



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

306 June 2004

18, INVESTMENT PRGPERTIES

Cost
inctuding Consolidated value
all Independent note (a)

Acauisition additions valuation Jun-G4  Jun-03
Property date $'000 date $'000 $060 $000
(a} Current:
109 Pitt Street, Sydney, NSW {b} 22-Jun-98 20,921 31013
(b} Non-Current:
244 Liverpoot Road, Ashfield, NSW {l)  26-Mar-98 2,507 2 567
252 Liverpoot Road, Ashfield, NSW {i) 2-Mar-06 1,107 1,167
254 Liverpoot Road, Ashfield, NSW{l)  31-Aug-01 2,662 2662
256 Liverpoot Road, Ashfield, NSW {i) 29-Sep-98 820 820
Projiect development costs 458 449
Property Revaluation
- 2447256 Liverpool Rd 31-Dee-03 1,261
Proparties owned by parent entity 8,746
Hornshy Crascent, Hornsby {c} 58587 -
4-8 Jacobs Street, Bankstown {ii) 2-Dec-02 5,155 26-Sep-02 5,147
Progerties owned by AGHL and its subsidiaries - non-
gsurrant 13,863
Total investment properties 50,906

{iy Asvalued by Landmark White

{ii} Asvalued by Colliers International Consultaney and Valuation Pty Lid

Notes:

{a} The consolidated value at 30 June 2004 includes capital expenditures after the lastvaluation date.
{b) The property at 169 Pitt Street is currently under refurbishimernt and has been subdivided into strata
units. The retail component and the feasehold interest in the car park were sold during the
year ended 30 June 2003 while the sale of the commercial units is still in progress at 30 June 2004.
{c) This refiects the 50% interest in the Hornsby jointventure, a residential project under construction.
Capitalised interest at year end amounted to $404,600, at & weighted average interest rate

of 13.9% per annum.

{d) The investment properties are used as security over the bank loans {see Notes 16 and 19).

Reconciliations

Reconciliation of the carrying amounts of investment properties at the beginning and end of the

current and previous financial year:
Investment properties

Carrying amount at beginning
Additions

Mat revaluation increments
Disposals

54,438
15,147
2,259
{21,538}
50,866
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NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

11, INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD

INTEREST iN ASSUCIATES AND JOINT VENTURES Balance  Ownership interest held

MName Date by consolidated entity
Jun-04 Jun-03
% %
Abacus Private Equity Fund Neutral Bay 30-Jun 50
Abacus Rosebery Property Trust 38-dun 50
The Masecot Unit Trust 30-Jun 50
Witloughby Development Trust 30-Jun 50
The Bondi Trust 30-Jun 50
The Mornington Investment Unit Trust 30-Jun -
Pakenham Valley Unit Trust 380-dun -
The Main Street Packenham Unit Trust 30-Jun .
The Highett Apartments Unit Trust 30-Jun -
Highett Plaze Unit Trust 30-Jun -

{i} Principal activities
The associates and joint ventures acquire and develop commercial and residential investment properties
intended for resale.

CONSOLIBATED
Jun-04 Jun-G3
$'000 $'060
{if} Share of associates’ and joint ventures' profits
Share of associates’ and joint ventures’:

- net profit before income tax 181
- Income tax expense attributable to net profit -
Share of associates’ and joint ventures’ net profits 181
{iii} Carrying amount of investment in associates and joimt

verntures

Baiance atthe beginning of financiat year 1,501
- share of jpint ventures’ net result 181
- Investments acguired 2,222
- Investments disposed -
Carrying amount of investment in associates and joint

ventures at the end of the financial year 4,504
{iv] Share of associates’ and joint ventures' assets and liabilities

Current assets 256
Non-current assets 16,543
Current Habilities {223
Non-current liabiities {15,122}
Net assets 4,504
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NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

11, INVESTMENTS ACCOUNTED FCOR
USING THE EQUHTY METHOD continusd

{ONSGLIDATED
Jun-84 Jun-03
____s000 SO0

{v} Retained earnings of the Company attributable
to associates and joint ventures

Baiance at the beginning of the financial year
Share of associates’ and joint ventures’ profits
Baiance at the end of the financial year

781
782

Notes CONSOLIDATED  PARENT ENTITY
Jun-84  Jun-03  Jun-84  Jun-03
$'000 $600 $'060 060

12, OTHER FINANCIAL ASSETS (NON-CURRENT)
Investments in mortgage loans - secured

Investments in mortgage loans - unsecured {a) -
Investments in units - unlisted 6,825
Investments in units - Histed -
Investments in subsidiaries {b 98,959

145,784

{a) Mortgage loans to related parties are unsecured. Repayment dates vary from 6 June 2008 to
12 February 2008 at an interest rate of 9% pa {2003: 5%).
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NOTES TO THE FINANCIAL STATEMENTS

306 June 2004

12. GTHER FINANCIAL ASSETS (NON-CURRENT} continuad

(b} Interests in subsidiaries
Name

% of equity interest

held by the
Company fnvestrsent
Jun-G4  Jun-03  Jun-G4  Jun-03
% % $ $

Subsidiaries of the Abacus Group Holdings Limited:
Abacus Funds Management Limited

Abacus Financial Planning Limited

Ahacus Property Income Fund

Abacus Fitt Street Property Trust

Abacus Bankstown Property Trust

Abacus Hornshy Pty Limited

All entities are incorporated in Australia.

MNotss  CONSOLIDATED PARENT ENTITY
Jun-(4 Jun-03  Jun-04  Jun-03
‘0060 $'000 ! $'600

13. INTANGIBLES
Hoodwill
Aceumulated amortisation

14. JTHER NON-CURRENT ASSETS
Deferred costs
Less accumulated amortisation
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Notes  CONSOLIDATED PARENT ENTITY
Jun-04 Jun-03  Jun-G4  Jun-03
$'060 $'0600 $°660 §'000

15. PAYABLES

Trade creditors 15{a)
Other creditors

Hoods and services tax

Accrued expenses

Intercompany payables

{a) Trade and other creditors are non-interest bearing and are normally seitied on 30 day terms.

15. INTEREST-BEARING LIABILITIES {CURRENT]
Borrowings secured by mortgage
- bank loans 16{a)

16,9
{a) The bank loans are provided by several banks. Interest rates include both fixed and

floating arrangements. The interest ratas on fixed rate borrowings had a weighted average of .82% at
year end (2003: 6.74%}, while interast on floating rate borrowings are paid guarterly based on existing
swap

and vield rates quoted on the day.

The bank loans are secured by a charge over investment praperties as described in Note 16.

17. PROVISIONS (CURRENT)
Employee entitiements

18, INTEREST-BEARING LIABILITIES {NON - CURRENT)
Borrowings secured by mortgage

- bankloan 18{a)
- toan from Abagus Trust 18k}

{a) The bank loariis on a floating rate arrangement and paid quarterly based on existing swap and
yield rates guoted on the day. Repayment date falls on 30 November 2005. The bank loan is secured
by a charge over investment properties as described in Note 10,

th) Loan facilities from related parties have maturity dates of not later than 30 June 2008, Interest

is at 14% pa {2003: 12.3%}.

19. PROVISIONS (NON-CURRENT)
Employee entittements
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36 June 2004

Motes  CONSOLIDATED PARENT ENTITY
Jun-84 Jun-03  Jun-04  Jun-03
$'{}{}{}_ $'BUO_ $'000 3000

20, CONTRIBUTED EQWITY
{a} Issuad shares

8,662 5,662

(b} Movements in contributed squity for the vear
Jun-§4 Jun-03
Shares on issus Shares on issue
Number Value Number Value

400 $'000 ‘006 $000
164,897 2,527

Beyinning of the financial year
Issued during the year
- Issued on merger

- public eguity raising 26,911 594
- Institutional eguity raising 37,000 1,850
- dividend reinvestment plan 288 4
- purchase of 101 Pirie Street 8,264 182
- acquisition of Abacus Funds Management Limited

by Abacus Group Holdings Limited 30,000 1,500
- Issued to AFML in exchange for reduced

management fee 3,000 -

Bought back during the year
End of the financial year

210,420 5,662

¢. Terms and sonditions of contributed equity

Shareholders have the right to receive dividends as declared and, in the event of winding up
of the Company, to participate in the proceeds from sale of ail surplus assets in praportion
to the number of shares held.

21. RESERVES AND RETAINED EARNINGS
(a} Asset revaluation

{i) Nature and purpose of reserve
The asset revaluation reserve is used to record increments and decrements in the value of
investment properties. The reserve can only be used to pay dividends in limited circumstances.

MNotss  CONSOLIDATED PARENT ENTITY
Jun-84 Jun-03  Jun-04  Jun-03
$000 $'0600 $'000 3000

(i} Movements in reserve

Baiance at beginning of year 1,201
Revaluation increments on revatuation of

investment properties 3,733
Realised revaluation reserve on sale of

investmeant properties {1,474)
Balance at end of year 3,460
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Notes CUNSOLIDATED PARENT ENTITY
Jun-04  Jun-03  Jun-84  Jun-G3
$660 5000 $'000 $°960

21. RESERVES AND RETAINED EARNINGS
sontinued

tk} Retained sarningsfaccumulated losses)
Baiance at the beginning of year

Net profit attributable to members of AGHL
Capital profits

Balance at end of year

22. STATEMENT OF CASH FLOWS

ta} Reconciliation of the nat profit after tax to the
aot cash Hows frem sperations

Net profit

Depreciation of non-current assets
Amortisation of non-current assets
Unrealised investment loss

Share of joint venture profits

Net gain on sale of non current assets
{Increase)/decrease in other assets {15,016}
Ingrease in payables and other liabilities 11,0065
Net cash flow from operating activities

(b} Reconciliation of cash

Lash balance comprises;
cash assels

Closing cash halance

(o} Financing facilitios availabla
At reporting date, the following financing facilities
had heen negotiated and were available:

Totai facilities
- bankloans
- other
Facilities used at reporting date
- bankloans
- other
Facilities unused at reporting date
- bankloans
- other
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30 June 2004

Notes  CONSOLHATED  PARENT ENTITY
Jup-04  Jun-03 Jun-84  Jun-G63
! $'BUO__ ' {} $000

23. CAPITAL AND EXPENDITURE COMMITMENTS

Joint ventures

The consolidated entity has remaining “at eall’
contributions to the loint venture projects to an
aqyregate amount of:

Qther persons
Prolected expenditure cutlay to complete the
refurbishment of the property at 109 Pitt Street, Sydney

24, EMPLOYEE ENTITLEMENTS

The aggregate employee entittement Lability is
comprised of:

- provisions {current)

- pravisions {non-current}

25, EARNINGS PER SHARE

The following reflects the inceme and share data used in the caleulation of basic and diluted
earnings per share:
Jun-64  Jun-G3
$600 $'060

Net grofit 5,662

Number of shares
Jun-04  Jun-03
‘000 ‘000

Weighted average number of shares 243,172

26. SUBSEGUENT EVENTS
On § August 2004 the Group has aiso completed an institutional placement of 27 million securities at an
issue price of $1.18 per security, raising $31.9 million, of which the Company was allocated $6.95 per share

amournting to $1.4 million.

Since 30 June 2004 there has not been any other matter or circumstance not otherwise dealt with in the
financial report that has significantly affected or may significantly affect the consolidated entity.
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

Notes CONSOLIDATED PARENT ENTITY
Jun-04 Jun-03  Jun-84 Jun-G3

271. AUBITORS  REMUNERATION

Amounts received or dus and receivable by Ernst

& Young Australia for:

- an audit of the financial report of the entity and
any other entity in the consolidated entity 20,688

20,588

28. DIRECTOR AND EXECUTIVE DISCLOSURES
{4} Remunsaration Policy

The Board of Directors assesses the appropriateness of the nature and amount of emoluments of
directors and officers on an annual basis by reference to relevant employment market conditions with the
overall chjective of ensuring maximum benefit from the retention of a high quality board and executive
team.

Details of the nature and amount of each element of the emolument of each director and each of the five
principal executive officers (other than executive directors) receiving the highest emoluments for the

financial year are provided helow.

{b} Betails of Specified Directors and Specified Executives

{if Specified Directors
Mr John Thame Chairman
bt Frank Wolf Deputy Chairman {Executive)
Mr David Bastian Managing Director
Mr Dennis Bluth Director {non-executive)

Mr Phillip Green
Mr Matcolm lrving
Mr Len Lloyd

{ii} Specified Executives
J L'Estrange

R Hill

P Strain

K Kitchen

C Bibkby

Director {non-executive)
Director {non-executive)
Executive Director

General Manager — Property Finance

Chief Financial Dfficer

General Manager — Leasing and Administration
General Manager — Distribution

General Counsel
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36 June 2004

28. BIRECTOR AND EXECUTIVE DISCLOSURES continued

{e} Remunegration of Spacified Dirsctors

Salary Cash Supsrannuation
& Feasg Bonus Total
J Thame
2003 53618 - 5,303 58,921
F Wolf .
2003 500,000 250,000 - 759,000
D Bastian .
2003 439,481 250,000 H).518 700,000
D Biuth
2003 34,197 - 2,548 36,656
P Green
2003 21,447 - 21 23,568
M Irving

2003 23,568 - . 23,568

2003 151,978 25,000 - 176,978

2003 1,224,198 525,000 20,492 1,769,851
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

28, BIRECTOR AND EXECUTIVE DISCLOSURES continued

{d} Remuneration of Specified Executives

Satary Cash Superan-
& Fans Bonus nuatian Total

185,000 5,000 16,519 245518

2003 - . - -
K Kitechen

2003 139,481 16,900 1,519 160,000
£ Bibby

2003 129,481 16,060 16,519 150,006
Total Remunerstion of Spesified Executives

2003 638,443 95,000 42,676 775,518

{il P Strain was not a specified executive in 2003,

{e} Security holdings of Spacified Dirgctors and Specified Executives and their related parties

Segeurities hald in Balance Net Change Balance
Abagus Property Group FJuly 83 Othar 36 June 04
(numbar}

Spocifisd Dirsctors

J Thame 17,060 18,600 35,000
F Wolf 5,806,046 - 6,806,046
D Bastian 7,046,060 - 7,640,000
P Green 9,366,930 - 9,365,930
M Irving 26,060 - 20,006
Specifiad Executives

R Hil 306,518 82,612 388,530
P Strain - 16,600 10,00¢
K Kitchier 13,442 - 13,492
£ Bibby 4 540 - 4,506
Total 23,574,466 16,612 23,684,498

All equity transactions with specified directors and specified exscutives have been entered into under
terms and conditions no more favourable than those the entity would have adopted if dealing at arm’s
tength.
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28. BIRECTOR AND EXECUTIVE DISCLOSURES continued
{f} Director ransactions

Directors of the consolidated entity and directors of its related parties, or their director-related entities,
eonduct transactions with entities within the consclidated entity that oceur within a normal employee,
customer or supplier relationship on terms aad conditions no more favourable than those with which it is
reasonable to expect the entity would have adopted if dealing with the director or director-related entity
at arm's length in similar circumstances.

During the year ended 30 June 2004 directors received distributions from the controlled entity on their
stapled securities in the Abacus Property Group and on their investmeant in various Trusts managed by
Ahacus Funds Management Limited as Responsible Entity.

{g) Dirgctor-related entity transactions

Abbaott Tout was paid $355,307 {2003: $172 504} for legal services involving lease documentation, sales
eontracts and the provision of corporate advices. A pariner in Abbott Tout, Mr Dennis Bluth, is a director
of Abacus Funds Management Limited (AFML) and Abacus Group Holdings Limited (AGHL).

Babcock & Brown Pty Limited was paid an arrangement fee of $50,606 {2003:3100,006) for a loan
agreement entered inte by AGHL. Mr Phillip Green, the Managing Director of Babcock & Brown Py
Limited, is a director of Abacus Funds Management Limited and AGHL.

During the year FSP Group Pty Limited {FSP} was paid $330,282 for rental of office premises and for
telephone and electricity charges. Dr Wolf, Mr Bastian and Mr Green are directors of Abacus Funds
Management Limited, AGHL and FSP Group Pty Limited.

29. RELATED PARTY DISCLOSURES

Ulgimate Parent

Abacus Group Holdings Limited is the ultimate parent company of all the controlled entities within the
Group. Abacus Group Holdings Limited is stapled to the Abacus Trust to form the Abacus Property Group.

Wholly owned greup transactions
Abacus Funds Management Limited and its subsidiary, Abacus Property Services Pty Limited, received

$2,588,223 from its parent entity and other members of the AGHL group in consulting and performance
fees, and for services related to funds and property management.
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29. RELATED PARTY DISCLOSURES continued
Related party trangactions

Loans made by Abacus Trust to AGHL and its subsidiaries amounted to $131 milion including interest
repayable on or before 30 Juns 2008. interest is charged at 14% per annum (2063: 12.3%}.

In accordance with existing constitutions, management agreements and prospectuses, Abacus Funds
Management Limited {Responsible Entity) and s subsidiary Abacus Property Services Pty Limited were
paid performance, property and funds management fees during the year by other entities within the Sroup
in thie total amount of $1.3 million {2003: $3.1million}.

{Mhar related parties

Abacus Fnance Pty Limited, a subsidiary of AGHL, made foans to Abacus Diversified Income Fund
amouriting to $29.6 million including interest at 30 June 2004 (2603: $22.8 million}. Interest is at 9% per
arinum. Abacus Income Trust paid AGHL and its subsidiaries a total of $3.08 million in fees relating to
praperty acquisitions, project and property management, prospectus raising and other services. Abacus
Funds Management Limited is the Responsible Entity of Abacus income Trust.

Abacus Finance Pty Limited, a subsidiary of AGHL, made loans to Abacus Retadl Property Trust during the
year amounting to $2.8 million including interest of $22,000 as at 30 June 2004. Interest is at 9% per annum.
Abacus Funds Management Limited is the Trustes of Abacus Retail Property Trust.

AFML received $825,768 in asset management fees and compliance cost recoveries from various trusts
where AFML is the Responsible Entity. Abacus Property Services Pty Limited received $637,592 in
praperty management fees and salary recoveries from the same trusis. During the year AFML received
$601,875 in management feas from joint ventures in which the Group had interests.
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30. SEGMENT INFORMATION
Business segment

The consolidated entity operates within three business segments within the property industry, heing
praperty rental and sales, other property-based investments and funds management. The property rental
and sales operations comprise the leasing and maintenaace of commercial, retall and Industrial
praperties and the conversion of commercial properties into commercial strata units intended for sale.
The other property-related investments comprise mortgage lending and investment In joint venture
activities and in securities of other listed and unlisted property trusts. Funds management comprise
praperty and funds management and other consulting activities. Revenue is derived from property rentals,
interest, fees and property sales.

Business segmants
Proparty  Other property- Funds
hasad
Rentel & Sales investments Managemant Consolidated
Jup-84 Jun03 Jun-04  Jund3 Jun-04 Jun-03  Jun-dd4 Jun-03
$000  $000  $066 $000  $OG0  $000  &S006  $0G0

Ssgment revenue:
Revenues from customers
outside the consolidated
antity

Interest revenue

Totai revenus

Ssgment rasuits:

Seygment result , 19,726
Interast income 206
Income tax (3,217
Borrowing costs (10,963)
Totat results 5,692
Segment assets ' 143,114
Unallocated assets 172
143,286

Segmaent liabilities ] 122,936
Interest-bearing liabilities -

Tax lizhiliies 3,224
126,160

Other segmant information:
Acquisition of controlied
antities
Depreciation and amortisation
Non-cash expenses other
than depreciation and
amortisation




ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

30 June 2004

30. SEGMENT INFGRMATION continued

Segmant accounting policies and segment location

The segment accounting policies are the same as the consolidated entity’s policies described in Note 1.
During the financial period, there were no chaages in segment accounting policies that had a material
effect on the segment information. The consolidated entity operates whclly within Australia.

31. FINANGIAL INSTRUMENTS

{a} Interest rate risk axposures

The consolidated entity’s exposure to interest rate risks and the affective interest rates of financial assets
and financial liabilities, both recognised and unrecognised at the reporting date, are as follows:

Non- Total Weighted

Financial Instruments Floating Fixed interest rate maturing inc  interest Carrying  average
interestrate =<iyear >1te%years >Byears bhearing Amount  effective
2604 $000 $'600 $000 $'000 $'600 $000  interest rate
Financial Assets
Cash at bank 961 - - - - 961 5.13%
Other debtors - 132 - - 25827 25,955 5.15%
Other financial
assets - 18,115 40,672 - 8,778 61565 11.63%
961 18,247 40672 - 34505 94,488
Fingncial Ligbifities
Payables - - - 2.521 2.521 -
Bank loasns 17,235 - - - - 11,235 B.76%
Interest rate swaps (11,1000 - 11,160 - - - 6.71%
Other loans - - 131,010 - 547 131,557 14.11%
5,135 - 142,110 - 3,068 151,313

Non- Total Weighted

Financial Instruments Floating Fixed interest rate maturing inc interest  Carrying  average
interestrate =<iyear >1te%years >Byears bhearing Amount  effective

2003 $000 $600 $000 $'000 $'600 $000  interest rate
Finangial Assets
£ash at bank 5,646 - - . - 5,646 3.50%
Other debtors - 132 - - 11,787 11,918 £.40%
Other financial

assats - 7,850 21,160 5,825 - 35,775 8.40%

5,646 71,982 21,160 8825 11,187 h3,340

Financial Liabilities

Payables - - - - §,430 §,430 -

Bank lcans 20,075 - - - - 20075 6.36%

Interest rate swaps (11,100) . 11,1G0 - - - 6.74%

Other loans - - 95,655 - - 99,655 14.60%
8,975 - 116,755 - 6430 125,160
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31. FINANGIAL INSTRUMENTS continuad
{h}  Cradit risk exposures

Credit risk represents the risk that a counterparty will fail to perform contractual obligations under a
contract,

The consolidated entity’s maximum exposure to eredit risk at reporting date in relation to each class of
recognised financial assets is the carrying amount of those assets as indicated in the Statement of
Financial Position.

{c} Neat fair valus of finansial sssets and Habilities
Recognised financial instruments

Cash, cash equivalents and short-term investments: The carrying ameunt approximates fair value
because of their short term to maturity.

Trade receivatiles and trade creditors: The carrying amount approximatas fair value.

Short-term borrowings: The carrying amount approximates fair value because of their short term fo
maturity.

Long-term bank borrowings and debentures: The fair values of long-term horrowings are estimated by
discounting expected cash flows at the interest rates currently offered to the consolidated entity for debt
of the same remaining maturity and security plus costs expected to be incurred were the Hability settled.

Non-current investments/securities: A reasonable estimate of the fair value is determined by reference to
the current market vatue of another instrument which is substantially the same.

All other financial assets and liabilities have been recognised at the balance date at their net fair values,
except for the following:
Total carrying
amount as per the

statement of Aggregate
financial position et fair value
2604 2003 2004 2003

$'000 $'006 $'000 $100

Financisl liabilities
Bank leans
Interest rate swaps

N/A  Not applicable since financial instruments are not recognised in the financial statements.

Unrscognised financial ingtruments

Interest rate swap agreements: The net fair value of interest rate swap contracts is determined as the
difference in present value of the future interest cash flows.
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32, LEASES

All the properties owned by the combined entity are leased to third parties under aperating leases at 30
June 20604, Lease terms vary between tenants.,

CONSOLIDATED PARENT ENTITY
Jun-04 Jun-03 Jun-G4 Jun-43
$'000 3000 $'660 $°000

Future minimum rental revenues under
non-cancellable operating leases at
30 June 2(04are as follows:
- niot tater than one year
- later than one year and not fater than
five years
- later than five years
Total

33. iINTERNATIONAL FINANCIAL REPORTING STANDARDS {IFRS)

The Australian Accounting Standards Board (AASB) is adopting International Accounting Standards
{IFRS) for application to reporting periods baginning on or after 1 January 2005. The AASE will issus AASB
eguivalents to IFRS and Urgent issues Group abstracts corresponding to International Financial Reporting
Interpretations adopted by the Internstional Accounting Standards Board. The adoption of the new
standards will be first reflected in the Group’s financial statements for the half-year ending 31 December
2005 and the year ending 30 June 2008,

Set out helow are the major changes to current accounting policies that may have an impact on the
financial results of the Group. The future financiat effect of the changes in accounting policies Is not yet
known as conditions and basis of assessment are niot yet known.

Investment Properties

Under AASB 140 /nvestment Property, if investment properties are measured at fair value, gains or losses
arising from changas in falr value will be recognised in profit or loss for the period in which they arise.
The Group intends to value its investment properties a fair value adhering to the standard.

Under the current aceourting poficy, when investment properties are revalued to fair value, changes in
fair value are recognised in the asset revaluation resarve.

Financial Instrumants

Under AASB 138 Enancial instruments: Recognition and Measurement, financial assets will he classified
as either held for trading, held-to-maturity, available for sale or loans and receivables. Bepending an the
elassification, assets will be measured at fair value or amortised cost. The Group intends to value its
financial instruments at fair value.

It should be noted that general provisioning for doubtful debts is not allowed under the standard. Any
provision should refate to a specHic loan. The application of this standard may result in 8 decrease in the

pravisien currently held.

33



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
36 June 2004

33. INTERNATIONAL FINANCIAL REPORTING STANDARDS {IFRS} continued

Financial Instruments continuad

The Group will also be required to determine the fair value of interest swaps and recognise any change in
value at balance date in the profit and oss.

Incoms Taxes

Under AASB 112 Income Taxes, deferred tax balances will be determined using the halance sheet method
which catculates temporary differences based on the carrying amounts of an entity’s assets and liabilities
in the statement of finaneial position and thelr associated tax hases. In addition, current and deferred
taxes attributable to amounts recognised directly in equity will aiso be recognised directly in equity. The
most significant impact will be the recognition of a deferred tax lability in relation to the asset revaiuation
reserve in Abacus Group Holdings Limited.

This will result in a change to the current accounting policy under which deferred tax balances are
determined using the income statement method. ltems are only tax-effected if they are included in the
determination of pre-tax accounting profit or loss and/or taxable income or toss and current and deferred
taxes cannot be recognised directly in equity.
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ABACUS GROUP HOLDINGS LIMITED

DRECTORS’ DECLARATION

In accordance with a resolution of the directors of Abacus Group Holdings Limited, we state that:

in the opinion of the Directors:

{a) the financial statements and notes of the consolidated entity are in accordance with the
Corporations Act 2001, including:

{1} giving a true and fair view of the consolidated entity’s financial position as at 30 June
2604 and of their performance for the year ended on that date; and

{ii} eomplying with Accounting Standards and Corporations Regulations 2001; and

{h) there are reasonable grounds to believe that the consolidated entity will be able to pay its
debts as and when they become due and payable.

On behalf of the Board

2
John Thame David J Bastian
Chairman Managing Director

Sydney, 20 September 2004
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It is recommended that this Annual Financial Report should be read in conjunction with the Annual
Financial Reports of Abacus Property Group and Abacus Group Holdings Limited as at 30 June 2004. 1tis
also recommended that the report be considered together with any public pronouncements made by the
Abacus Property Group in accordance with its continuous disclosure ohligations arising under the

Corporatians Act 20061,
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The Directors of Abacus Funds Management Limited {Abacus}, Responsible Entity of the Abacus Trust,
{the “Trust”} submit their report for the Trust for the year ended 30 June 2004

DIRECTORS

The Directors of Abacus Funds Management Limited, the Responsible Entity of the Abacus Trust, af any
time during the financial year and until the date of this report are:

John Thame Chairman

Frank Wolf Geputy Chairman {Executive)
Gavid Bastian Managing Director

Gennis Bluth Non-executive Director
Phillip Green Nen-executive Director
Malcolm frving Non-executive Director

PRINCIPAL ACTIVITIES

The principal activities of the Trust during the course of the financial year were:
2 investment in commercial, retail and industrial properties; and

2 mortgage fending

TRUST INFORMATION

Abacus Trustis an Australian registered scheme. Abacus Funds Management Limited, the Responsible
Entity of Abacus Trust, is incorporated and domicited in Australia.

The registered office and principal place of business of Abacus Trust and Abacus Funds Management
Limited is located at Level 34 Australia Sauare, 264-278 George Street, Sydney NSW 2000

At balance date Abacus Trust had nil employees {2003 nil).

EARNINGS PER UNIT

Year gndad Yaar endad

30 June 2004 30 June 2063

dants dents

Basic earnings per unit 13.08 11.56
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DiSTRIBUTIONS

Distributions were paid to unitholders as follows:

Cents $'060
Interim distribution paid 12 November 2003 263 71,699
Interim distribution paid 12 February 2064 2.86 1571
Interim distribution paid 12 May 2004 286 1512
Final distribution paid 11 August 2064 3.06 g117
Total 11.23 36,358

REVIEW GF OPERATIONS

Qverview

Abacus Trust is stapled to the Abacus Sroup Holdings Limited to form the Abacus Property Group {Group).
The Group operates wholly within Australia and is an investor in commercial, industrial and retail
praperties and other property-refated investments,

The Trust holds an investment portfolio of commereial, industrial and retail properties and operatas a
mortgage lending business.

{Operating Rosuits for the Periad

The Trust earnied a net profit of $35.4 million In the year ended 36 June 2004 (2003 $28.12 million). This is &
25.8% increase on the profit achieved in the year ended 36 June 2003. The full year distribution of 11.23
cents per uni reflects an increase of 6.9% on the 10.5 cents per unit paid by the Abacus Property Group in
the previous year. This distribution was paid in full by the Abacus Trust.

During the year under review, the Abacus Trust sold the following investment properties:
2 Central Brunswick Town Square and Convenience Centre on 28 November 2603 for $20.3 million

2 Navision House in Brishane on 29 Junie 2064 for $23.7 million

Funds released from the sale of the properties have been temporarity employed in the growth of the
Group's funds management business, mortgage lending and joint venture activities.

The Abacus Mortgage Fund increased the size of its mortgage book {including interest acerued} from $34
millien at 30 Junie 2003 to $456.6 million at 30 June 2004. interest income increased from $5.5 million in the
year ended 30 June 2003 to §7.4 million in the year ended 36 June 2004. In addition, the Abacus Trust
advanced funds to Abacus Group Hoeldings Limited to support the growth of its funds and property
management activities, where assets under management have grown to approximately $675 million. As at
30 June 20604 the Abacus Trust had advanced $36 million to fund the development of funds managament
initiatives within the Group.
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REVIEW OF OPERATIONS continued
Review of Financial Condition

Capital structure
Ng units were issued during the year under review.

The gearing ratio, calculated as & percentage of total interest bearing liabilities over total assets of the
Trust was reduced to 22.1% at 36 June 2004 compared to 26.2% at 36 June 2003.

Existing loan faciliies total approximately $160.% miflion, of which $84 million was drawn as at 36 June
2004. The Trust manages interest rate exposure on debt facilities through the use of interest rate swap
contracts. Atyear end, approximately $82.8 million or 98.58% of interest commitments were hedged.

SIGNIFICANT CHANGES iN THE STATE OF AFFAIRS

The following significant changes in the state of affairs of the Trust occurred during the financial year:

d Total equity increased by $13.7 milion, from $273.5 million in the year ended 30 June 2063 to $287.2
mitlian in the year ended 306 June 2004,

a Properties at Central Brunswick, Fortitude Valley, Brishane and Navision House at 10 Market
Street, Brishane were sold for a total of $44.0 million.

d Revatuations of properties during the year resultad in a net increase {after adjustment for sales) of
$13.7 million.

SIGNIFICANT EVENTS AFTER BALANCE DATE

Since balance date, the Trust has settled the acquisition of the Liverpool Plaza Shopping Centre in
Sydney's west for $29.8 million on 16 August 2004 and has exchanged contracts to acquire a 50% interest
in Santos House, a commercial office tower in Adelaide, for $51 million. Funding for these acquisitions is
being provided through the Trust's cash and drawings on its loan facilities.

Ahacus Property Group has also completed an institutional placement of 27 milion securities at an issue
price of $1.18 per security, raising $31.9 million of which $30.5 million was received by the Abacus Trust.
These secuarities, allotted on § August 2004, will ensure that the level of gearing following settement of the
Liverpool Plaza and Santos House acquisitions will leave the Trust with the capacity to pursue further
praperty acquisitions as opportunities arise.

There have been nio other significant events since halance date which may aHect either the Trust's
operations or results of those aperations or if's state of affairs, that have not heen disclosed aiready in
this report.
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LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The BDirectors have excluded from this report any other information on the likely developments in the
operations of the Trust and the expected resuits of those operations in future financial years, as the
Directors helieve that it would be likely to result in unreasonabie prejudice to the operation of the Trust.
ENVIRONMENTAL REGULATION AND PERFORMANCE

The Trust's environmental responsibilities, such as waste removal and water treatment, have been
managed in compliance with all applicable regulations and licence requirements and in accordance with
best industry standards. No breaches of requirements or additional environmental issues have been
discovered nor brought to the board’s attention.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFHCERS

The Responsible Entity, Abacus Funds Management Limited, has paid an insurance premium in respect of

a contract insuring its directors and full time executive officer and secretary. The terms of this policy
prahibit disclosure of the nature of the risks insured or the premium paid.

{OTHER DISCLOSURES

Disclosures regarding information on directors are detailed in the Birectors’ Report of the Abacus
Property Group.

ROUNDING
The amounts contained in this report and in the annual financial report have heen rounded o the nearest
$1,000 {where rounding is applicable} undar the option available to the group under ASIC Class Grder

§8/0100. The Trustis an entity to which the Class Order applies.

Signed in accordance with a resolution of the directors.
Abacus Funds Management Limited (ABN 66 067 415 590)

2
John Thame David J Bastian
Chairman Managing Director

Sydney, 20 September 2004
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CONSCLIDATED STATEMENTS OF FINANCIAL PERFCRMANCE AND

DISTRIBUTION
YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
Jun-04  Jun-03 Jun-04  Jun-03
Notes $'000 $°000 $000 $°960

STATEMENT OF FINANCIAL PERFORMANCE

REVENUES FROM ORDINARY ACTIVITIES
Depreciation and amortisation expenses

Carrying amount of investment properties disposed
Borrowing costs expense

Bad and doubtful debts

Other expenses from ordinary activities

NET PRGHT ATTRIBUTABLE TO UNITHOLDERS
OF ABACUS TRUST

Netincrease in asset revaluation reserve

TOTAL REVENUES, EXPENSES, AND VALUATION

ADJUSTMENTS ATTRIBUTABLE TO UNITHOLDERS AND
RECOGNISED DIRECTLY IN UNITHOLDERS' FUNDS

TOTAL CHANGES IN EQUITY OTHER THAN THOSE
HESULTING FROM TRANSACTIONS WITH UNITHOLDERS

AS OWNERS

Basic and diluted sarnings per unit {cents)

STATEMENT OF DISTRIBUTICN

Net aperating profit from ordinary activities
Net transfer of undistributed income {to)/from
unitholders’ funds

7058

35173

11.56

28,113

{2,215}

Distributions paid and payabie

25,900

Distribution per unit {cents per urnikt)

10.50




ABACUS TRUST

CONSOLIDATED STATEMENT OF FINANCIAL PGSITION

AS AT 30 JUNE 2004
CONSOLIDATED PARENT ENTITY
Jun-04 Jun-03 Jun-04 Jun-03

Noigs 3’0{}9_ $'000 $'060 $000
{URRENT ASSETS :
Cash assets 18 23514
Reeeivahles L 140,180
Othier financial assets B -
Othier 7 431
TOTAL CURRENT ASSETS 134,125
NON - CURRENT ASSETS
Investment properties g 4,752
Other financial assets g 194,870
TOTAL NON-CURRENT ASSETS 235,642
TOTALASSETS 369,767
CURARENT LIABILITIES
Payables ]
Interest hearing ligbilities 1
Provisions 12
TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Interest Bearing liakifities 13
TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS 273,455
UNITHOLDERS' FUNDS
Contributed equity 14 259,672
Assetrevaluation reserve 15{a) 11,0062
Retained earnings 15{h) 2,181

TOTALUNITHOLDERS' FUNDS

273,455
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CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT ENTITY
Jun-04 Jun-83 Jun-04  Jun-03
Notes $'000 $'060 $'000 $000

CASH FLOWS FROM OPERATING ACTIVITIES

Income recelpts : 16,941
Interest received 145
Audit fees paid j 37
Rasponsible entity fees paid {1,230)
Custody fees paid {62)
Barrowing costs {8,198)
Operating payments {3.003)

NET CASH FLOWS FROM OPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Paymests for investments 32,7231
Proceeds from settlement of investments )
Purchase of controlled entities
Intercompany payments

Purchase of investment properiies
Disposal of investment properties

NET CASH FLOWS FROM INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of units 65,018
Payment of establishment fees ’ {3,580
Repayments of borrowings {50,22%)
Proseeds from borrowings -
Distributions paid {22 554)
NET CASH FLOWS USED IN FINANCING

ACTIVITIES {11,440}

NET INCREASE/{DECREASE} IN CASH HELD
Add opening cash brought farward
CLOSING CASH CARRIED FORWARD
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{a} Basis of accounting

The financial report is a generai—purpose financial report, which has been prepared in accordance with
the requirements of the Corporations Act 2001 including applicable Aceounting Standards and other
mandatory professional reporting requirements {Urgent Issues Group Consensus Views).

The financial report has been prepared in accordance with the historical cost convention except for
investment properties which are carried at fair value.

Accounting policies are consistent with those of the prior year unless otherwise stated.
{b} Principles of conselidation

The consolidated financial statements Include the financial statements of Abacus Trust and #s controlled
entities referred to collectively throughout these financial statements as the “consolidated entity” or the
“Trust”.

Information from the financial statements of subsidiaries s included from the date the parent entity
obtains control until such time as control ceases. Where there is a loss of control of & subsidiary, the
eonsalidated financial statements include the results for that part of the reporting period during which the
parent entity has control. Subsidiary acguisitions are accounted for using the purchase method of
aceounting.

The financial statements of subsidiaries are prepared for the same reporting period as the parent entity,
using sonsistent accounting policies. Adjustments are made to bring into line any dissimilar accounting
policies that may exist.

All inter-entity balances and transactions, including unrealised profits arising from intra-group
transactions, have been eliminated in full. Unrealised losses are eliminated unless costs cannot be
recovered.

{c) Provision for distribution

A provision for distribution is recognised in the Statement of Fnancial Position if the provision has been
declared, determined or publicly recommended prior to balance date. The Abacus Trust's Constitution
reuires the Trust's distributable profit to be distributed to unitholders in full. As a Hability for distribution
arises upon the derivation of profit by the Trust, a provision for distribution has been recognised at
baiance date.

{d} Cash and cash equivalents

Cash on hand and in banks are stated at nominal value.

For the Statement of Cash Flows, cash includes cash on hand and in banks, and money markst
investments readily convertible to cash within 2 working days.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{e} Receivables

Trade recelvables are recognised and carried at original inveoice amount less a provision for any
uncollectible debts. An estimate for doubtful debts is made when collection of the full amount is nio longer
probable. Bad debis are written-off as incurred.

Receivables from related parties are recognised and carried at the nominal amount dug. Interast is taken
up as income on an accrual basis.

Bills of exchange and promissory notes are measured at the lower of cost and net realisable value.
{f} Investment Proparties
Cost and valuation

Land and buildings are considered to have the function of an investment and are therefore regarded as a
composite asset Accounting Standard AASB 1021 “Depreciation” doas not require investment properties
to be denreciated. Accordingly, the buildiags and eomponents thereof {including plant and equipment} are
not depreciated. However, investment properties are depreciated for tax purposes prior to the distribution
of any taxahble income to unitholders.

Investment properties are carried at fair value. independent valuations of investmeant properties are
obtained at intervais of not more than three years from suitably gualified property valuers. Such
valuations are reflected in the financial statements of the Trust. Notwithstanding, the directors of the
Responsible Entity assess the carrying value of each investment property at each reporting date to ensure
s carrying value does not materially differ from its falr value. Where necessary, the investment property
is revalued to refiect its fair value being the amounts which the assets could be sxchanged between
knowledyeable willing parties in an army's length transaction at the valuation date.

A revaluation increment is credited directly to the asset revaluation reserve, unless it reverses a previous
revaluation decrement charged as an expense in determining operating profit in respect of that same
elass of asset, in which case the increment is credited to operating profit.

When assets have been revalued, the potential effect of the capital gains tax on disposat has not been
taken into account in the determination of the revalued carrying amount hecause the Trust does not
expect to he ultimately tiable for CGT in respect of the assets.

Expenditure capitalised to properties includes the cost of acquisition, capital and refurbishment additions,
and during development includes financing charges and related professional fees incurred.

{g} Investments

All non-current investments are carried at the lower of cost and recoverable amount.

{h} Payabies

Payables represent liabifities to trade and other creditors for goods and services provided to the

consolidated entity, whether or not Bifled, and are unpaid as at the end of the financial year. The amournts
are non-interest bearing and are normally settled on 30 day terms.

H



ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{i} intgrest-bearing liabiities
All loans are measured at the principal amournt. Interest is charged as an expense as it acerues.

{j} Unitholders’ Funds

Linitholders’ funds are recognised at the fair value of the consideration received by the consolidated
antity.

Any fransaction costs arising on the issue of the units are recognised directly in unithedlers’ funds as a
reduction of the proceeds received.

{k} Revanue racognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the

eonsalidated entity and the revenue can be reliably measured. The following specific recognition criteria
must also be met before revenue Is recognised:

Operating leases

The rental income from operating leasas is recognised in accordance with the terms of the lease
agreements and other constituent documents.

tnvestment Income

Revenue from other investment activities Is recognised in accordance with the terms set out in the
mortgage o loan documentation.

Interest
Controd of the right to receive the interest payment.
Distributions

Control of the right to receive the distribution payment.

i
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{1} Loasing Fees

Costs that are directly associated with negotiating and executing the ongoing renewal of tenant lease
agreements (including commissions, legat fees and costs of preparing and processing documentation for
new leases) are deferred and amortised over the lease term in proportion to the rental revenue
recognised in each financial year.

tm) Leasing Incentives

Lease incentives in the form of up-front payments, contributions to certain lessees’ costs, relocation costs
and fitouts that are offered in relation to the angoing operation of the property are recognised as an asset
and amaortised over the period to which the lease relates.

Incentives provided fo lessess in the form of lessor-paid fitouts and improvements that remain assets of
the lessor, for example by becoming part of the structure of the property which is retained beyond the
lease term, are capitalised to the careying value of the property.

{n} Taxes
tncome taxes

Linder current income tax legislation & trust is not subject to income tax if the taxable income is
distributable in full to unithalders. It is the policy of the Trust to ensure that unitholders are personally
entitied to all taxable income.

Goods and Services Tax {GST)

Revenues, expenses and assels are recognised net ¢f the amount of GST except:

o  Where the G5T incurred on a purchase of goods and services is not recoverable from the
taxation autharity, in which case the GST is recognised as part of the cost of acquisition of the
assat or as part of the expense item as applicable; and

* Recelvables and payables are stated with the amount of GST included.

The net amount ¢f GST receivable from, or payable to, the taxation authority is included as part of
receivables or payahbles in the Statement of Financial Position.

Cash flows are included in the Statement of Cash Hows on a gross basis and the 65T component of cash
flows arising from investing and financing activities, which is recoverable from, or payable to, the taxation

authority are classified as aperating cash flows.

Commitments and contingencies are disclosed nist of the amount of GST recoverable from, or payable to,
the taxation authority.

12
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NOTES TO THE FINANCIAL STATEMENTS

36 JUNE 206064

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{o} Derivative financial instrumants

interest rate swaps

The consolidated entity enters info interest rate swap agreements that are used to convert the variable
interest rate of its short-term borrowings to medium-term fixed interest rates. The swaps are entered into

with the objective of reducing the risk of rising interest rates.

It is the consolidated entity’s policy ot to recognise interest rate swaps in the financial statements. Nat
receipts and payments are recognised as an adjustment to interest expense.

{p} Earnings per unit

Basic EPU is calculated as net profit atiributable to unitholders, adiusted to exclude costs of servicing
equity {other thasn distributions), divided by the weighted average number of units on issue at year end.

{g} Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current
year disclosures.

13
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notas CONSOLIDATED PARENT ENTITY
Jun-84  Jun-03  Jun-04  Jun-03
$000 £'009 $000 $000

2. REVENUE FROM GRDINARY ACTIVITIES

Revenues from sperating activities

Revenue from rental receipts

Interest income from invesiments

Fee income from investments

Revenue from sale of investment properties
Total revenuas from operating activities

Revenuss frem non-operating activities
Gistributions from other entities
Bank interest

Total revenuas froam non-aperating activities
Total revenues from ordinary activities

Gaing
Net gains on disposal of investment properties

3. EXPENSES

Amortisation of non-current assets
Leasehoid alterations
Goodwill

Total amortisation of non-current assels

Borrowing costs expensed
Interest expense
Total borrowing costs expensed

Bad and doubtful debts

Other expenses
Property outgoings
Expenses on sales of investment properties
Performance fees
Auditfees
Manager’s fees
Custody fees
Qther

{Other expenses from ordinary activities
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notes  CONSOLIDATED PARENT ENTITY
Jun-88  Jun-63  Jun-04  Jun-03
’ $’BDO___ $'600

4. BISTRIBUTIONS PAID OR PROVIDED FOR ON UNITS
{a} Distributions proposad and recognised as a Hability
Gistribution {3.00c per unit) (2063: 2.83¢} 7,099

{b} Distributions paid during the year
fi} Current year interim
Gistribution {8.23c per unit) (2003: 7.88¢}

{ii} Previous year final
Distribution (2.63c per unit} {2003:2.63¢)

5. RECEIVABLES
Trade debtors {B}
Short-term depaosits
Othier debtors (i)
Inter-trust receivables

110,180

{a) Torms and conditions
Terms and conditions relating to the above financial instruments:
) Trade and other debtors are non-interest bearing and generaily on 30 day terms.

6. OTHER FINANCIAL ASSETS {CURRENT)
Investments in mortgage loans - secured {a)

{a) Mortgages ara secured by real property assets. Repayment datas are on or before 30 June 2605
Weighted average interest rate at 30 June 2004 was 17.8% pa (2003:14.89%).

7. OTHER CURRENT ASSETS
Prepaid expenses
Total other current assets

15
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

8. INVESTMENT PROPERTIES

Cost
includin Consolidatad value
g all Independeant {note &)
Acquisitio addition
fl 8 valuation Jun-84  Jun-03

Property date $'060 date $'600 $'060 $'000
10 Market Street, Brisbane, GLD (i) 22-Apr-02 20,665 3i-Jan-02 1870 24,088
68 Christina Road, Villawood, NSW {ii) 28-May-02 8,094  3i-Jan-GZ2 750 8,028
Propaertias owned by the parent antity, Abacus Trust 28,087
Central Brunswick, Fortitude Valley, QLD 27-Feb-98 - - - 20,000
4 Ray Road, Epping, NSW il 30-Apr-97 27184 1-Bec-03 35,242
431 Glebe Point Road, Glebe, NSW {iv) 23-Sep-97 10561  31-Bec-03 11,074
Ashfield Mall, Ashiield, NSW (v} 15-Sep-97 65,716  30-Jun-03 89,006
10-12 Pike Street, Rydalmere, NSW {v) 1-Get-98 14,27%  31-Dec-G3 14,900
CSIRD, Limestone Ave., Campbell, ACT
{v) 21-Jun-02 12,685 31-Dec-G3 12,685
Proparties ownad by Abacus Trust and its controlisd entities 210,988

) As valued by Landmark White Pty Limited

i} As valued by Knight Frank Pty Limited

dil} As valued by Colliers International Consuftancy and Valuation Pty Lid
tiv} As valued by Urbis Property Consultants

{v} As valued by FPD Savills {(NSW) Pty Limited

Notes:
{a) The consolidated value at 30 June 2004 includes capital expenditure after the last valuation date.
th) The investment properties are used as security over the hank loans.

Reconciliations
Reconciiation of the carrying amounts of investment properties at the beginning and at the end of the
eurrent and previous financial period:
Consofidated valug
Jen-04  Jun-03

§000 $000

Investment properties
Carrying amount at beginning 246 416
Additions 15,464
Net revatuation incremsents 7,058
Disposals {57,950
210,988

18
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notes  CONSOLIDATED PARENT ENTITY
Jun-64  Jun-G3  Jun-04  Jun-03
) $‘ﬂ{}0__ $'600

9. OTHER FINANCIAL ASSETS {NON-CURRENT}
Investments in mortgage loaas - secured {a)
Provision for doubtful debts

Netinvestment in mortgage loans

Interests in subsidiaries {h)

80,672

80,672
164,758
154,870

{a} Investments in morigage loans - securad
The mortgages are secured by real property assets. Repayment dates fall hetween 4 November 2005
ard 30 June 2008. Weighted average interast rate at 30 June 2004 was 14% pa (2003:14.89%).

{h} Interests in subsidiaries

Neame % of equity interest
held by ths Trust tnvestment
Jun-64  Jun-03  Jun-04  Jun-03
%o % 3
Subsidiaries of the Abacus Trust:

Abhacus Central Brunswick Property Trust 5318
Abacus Glebe Property Trust 5,684
Abacus Epping Park Property Trust 26,782
Abacus Ashfield Mall Property Trust 48,962
Abacus Industrial Property Trust 6,802
Abacus Campbelt Property Trust -
Abhacus Mortgage Fund 17,250
164,798

All subsidiaries are incorporated in Australia.

Notes  CONSOLIDATED PARENT ENTITY
Jun-04  Jun-03  Jan-04  Jun-03
3000 $600  $'000 $'600

Hi. PAYABLES

Othier ereditors 10{a}
Goods and services tax

Accrued expenses

70 297
(6}
522

813

{a) Trade and other ereditors are non-interest bearing and are normally settled on 30 day terms.

17
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notes  CONSOLIDATED PARENT ENTITY
Jun-04  Jun-63 Jun-84 Jun-03

$000_ $'600
11, INTEREST-BEARING LIABHITIES {CURRENT]
Borrowings secured by mortgage
- bank loans 11{a) 24 00 24,0600
{a) The bank loans are provided by several banks. Interests are on floating rates and are paid
guarterly based on existing swap and yield rates quoted on the day. The total loan facility existing
at vear end was $100.9 milion the unused portion of which was $16.9 million as at 30 June 2004.
12. PROVISIONS {CURRENT}
Distribution to unithalders 1069 70659

13. INTEREST-BEARING LIABHITIES {NON - CURRENT)
Borrowings secured by mortgage
- bankloans

18



ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notes CONSOLIDATED PARENT ENTITY
Jun-84  Jun-03  Jun-04  Jun-03

$060 $'000
14, UNITHOLDERS' FUNDS
{a} Issued units
Issued units 265,543

Issue and finanee costs (6,321}

253,672

{b} Maovaments in contributed equity for the year
Jun-4 Jun-03
Units on issue Linits on issue
Number Valze Number Value
‘009 $'000 '608 $'000

Beginning of the financial year

Issued daring the year

- issued on merger

- publie eguity raising

- institutiona! equity raising

- dividend reinvestment plan

purchase of 10% Pirie Street

- acquisition of Abacus Funds Managemant Limited
by Abacus Group Holdings Limited

- issued to AFML in exchange for reduced
management fee

- less transaction costs

End of the financial year

164,897 158,313

26,91 21873
37,000 38,850
288 268
8,264 8,128

30,000 36,600

3,000 -
{3,580}
270420 255,672

¢. Terms and conditions of contributed equity
Uinitholders have the right fo receive distributions as declared and, in the event of winding up

of the consolidated entity, to participate in the proceeds from sale of all surplus assets in proportion
to the number of units held.
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notes CONSOLIDATED PARENT ENTITY
Jun-84  Jun-03  Jun-04  Jun-03
3000 $060  $'000 $'600

15. RESERVES AND RETAINED EARNINGS
{a} Asset revalpation

i) Nature and purpose of reserve
The asset revaluation reserve is used to record increments and decrements in the value of
investment properties. The reserve can only be used to pay dividends in limited eircumstances.

{iil Movements in reserve

Balance at beginning of year
Revaluation increments on revaluation of
investment properties

Realised revaiuation reserve on sale of
investment properties

Balance at end of year

{b} Retained earnings

Balance at the beginning of year
Net profit attributable to unitholders
Revaluation reserve realised

Total available for appropriation 28,681
Distributions provided for or paid {25,900}
Balance at end of year

1. CAFITAL AND EXPENDITURE COMMITMENTS

At 30 June 2004 the consolidated entity had outstanding commitments to purchase Liverpool Plaza in
Sydney's west for $29.8 million and a 0% interest in the Santos Building In Adelaide for $5% million.

17. EARNINGS PER UNIT

The fallowing reflects the income and unit data used in the caleuiation of basic and diluted
garnings per unit
Jun-04  Jun-03
s s000
28115

Net profit

Number of shares
Jun-04  Jun-03
‘000 (00
2431712

Weighted average number of units
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

Notes CONSOLIDATED PARENT ENTITY
Jun-04 Jun-03 Jun-G4  Jun-03
$°000 000 $°000

18. STATEMENT OF CASH FLOWS

ta} Reconciliation of the net profit after tax to the
net cash flows from operations

Net profit 28,115
Amortisation of non-current assets -
Provision for doubtful debts -

Net gain on sate of non current assets {1,960}
Increase in other assets {21,265}
Decrease in payables . {734}

Net cash flow from operating activities

{b} Reconciliation of cash

Cash balance comprises:
cash assets

Closing cash halance

{c) Financing facilifies available
At reporting date, the following financing facilities
had been negotiated and were available:

Total facilities

- hank loans 107,400
Facilities used at reporting date

- bank loans , {88,400}
Facilities unused at reporting date

- hank Ioans

14. AUDITORS' REMUNERATION

Amounts received or due and receivable by Ernst

& Young Australia for:

- an audit of the financial report of the entity and
any other entity in the consolidated entity

- other services in relation to the entity and any
other entity in the consolidated entity

2



ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

20. RELATED PARTY DISCLOSURES
Ultimate Parent

Abhacus Trust is the ultimate parent of all the controlled entities within the consolidated entity. Abacus
Trustis stapled to the Abacus Group Holdings Limited to form the Abacus Property Group.

Responsible Eatity
Abhacus Funds Management Limited was the Responsibie Entity for the year ended 30 June 2604,
Directors

The directors of the Responsible Entity, Abacus Funds Management Limited, in office during and since the
end of the financial period were:

Mr John Thame {Chairman}

bt Frank Wolf {Deputy £hairman, Executive}
Mr David Bastian {Managing Director)

Mr Dennis Bluth

Mr Phillip Green

Mr Mateslm lrving

Director transactions

Directors of the consolidated entity and directors of its related parties, or their director-related entities,
eonduct transactions with entities within the consclidated entity that oceur within a normal employee,
customer or supplier relationship on terms aad conditions no more favourable than those with which it is
reasonable to expect the entity would have adopted if dealing with the director or director-related entity
at arm’'s length in similar circumstances.

During the year ended 30 June 2004 directors received distributions from the controlled entity on their
stapled securities in the Abacus Property Group and on their investmeant in various Trusts managed by
Ahacus Funds Management Limited as responsible entity.

Dirgctor-relatad entity transactions

Abbaott Tout was paid $23,825 (2003: $323,927) for legal services relating to lease documentations. A

partner in Abbott Tout, Mr Bennis Bluth, is a director of Abacus Group Holdings Limited and Abacus Funds
Management Limited.
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004
20. RELATED PARTY DISCLOSURES continued

Equity instruments of directors and their director-refated antities
Interests at balance date

Stapled securities

Fully paid
Jun-04 Jun-03
Number MNumber
J Thame 17,600
FWolf §,806,646
D Bastian 7,040,600
P Green 9,366,530
M Irving 20,600
23,245,576

Relatad party transactions

Loans made by Abacus Trust to Abacus Group Holdings Limited and its subsidiaries amounted to $131
milion including interest, repayable on or before 30 June 2008. Interest is at 14% per annum {2003: 12.3%).

In accordance with existing constitutions, management agreements and prospectuses, Abacus Funds
Management Limited {Responsible Entity) and its subsidiary Abacus Property Services Pty Limited were
paid performance, property and funds management fees during the year by the consolidated entity in the
total amount of $1.3 million {2003: $3.1million).

(ther relatad party transactons

All related party transactions are conducted on normal commercial terms and conditions.,

Custodian

The Custodian of the Trust is Perpetual Trustee Company Limited. The Custodian is entitied to a fee equal
to 0.015% of the gross asset value of the Trust subject to 2 minimum fee of $46,000 per annum.
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

21. SEGMENT INFORMATION

Business segments

The consolidated entity operates within two business segments within the property industry, being
praoperty rental and sales and other property-related Investments. The property rental and sales
operations comprise the sales, leasing, and maintenance of commercial, retall and industrial properties.
The other property-related investments comprise morigage lending activities. Revenue is derived from
property rental, interest, fees and property sales.

Property Other properiy-
Rental & Sales  relatod investments Conselidatad
Jun-G4  Jun-B3  Jun-04  Jun-03  Jun-84  Jun-03
$'060 $060 $'000 $'600 $'000 $'000

Segment revenye:
Revenues from customers
outside the consolidated
entity | , 101,396

Interest revenue 745

Total revenue 102,141

Segmant resuits:

Segment result , 36,727
interestincome 145
Borrowing costs 9,387

Total results

Segmant assets
Segment assels f 370,566

Segment liabilities
Segment liahilities
Interest-bearing loans
Unallocated liabilities
Total Kahilities

Other segment information:
Acquisition of controlled
entities
Gepreciation and amortisation
Non-cash expenses other
than depreciation and
amortisation
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS

36 JUNE 206064

21. SEGMENT INFGRMATION continued

Segmangt accounting policies

The segment accounting policies are the same as the consolidated entity’s policies described in Note 1.
During the financial period, there were no changes in segment accounting policies that had a material
effect on the segment information.

Segment location

The consolidated entity operates wholly within Australia.

22. FINANCIAL INSTRUMENTS
{a} Interest rate risk exposures

The consolidated entity ‘s exposure to irterest rate risks and the effective interest rates of financial
assets and financial liabilities, both recognised and unrecognised at the reporting date, are as follows:

Non- Total Weighted

Financial instruments Foating Fixed interestrate maturing in.  interest  Carrying  average
>1toh
interest rate =<1 year years >hyears bearing Amount  effective

2004 $'000 $'000 $000 000 $000 $000  interestrate
Financial Assets
Cash at bank 23,447 - - - - 23,407 5.13%
Reeeivahles - - - - 2,561 2,561 -
Other financial

assets - 34,637 135,618 - - 175,256 12.41%

23447 34,637 135,618 - 2,561 201,224

Financial Lighilities
Payahles - - - . 896 896 -
Bank loans 84,000 - - - - 84,000 7.48%
Interest rate swaps (82,750 - 82,750 - - . 7.49%
Distribution payable - - - - 8,17 8,117 -

1,250 - 82,750 - 9,013 83,013

25



ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

22 FINANCIAL INSTRUMENTS continued

Non- Total Weighted

Financial instruments Foating Fixed interestrate maturing in.  interest  Carrying  average
>1toh
interest rate =<1 year years >hyears bearing Amount  effactive
20603 $'000 $'000 $000 000 $000 $0600  interestrate
Financial Assets
Cash at bank 23,520 - - - - 23,526 4.50%
Other debtors - 1,430 - - 15,089 16,510 4.54%
Other financial
assets - 23,287 87,761 - - 123,048 14.89%
23,520 24,717 97,751 - 15,080 161,078
Financial Ligbilities
Payables - - - - 1,612 1,612 -
Bank loans 88,400 - - - - 88,400 7.40%
Interest rate swaps (77,750 - 71,7156 - - - 7.50%
Distribution payable - - - - 7,693 7,085 -
10,650 - 71,750 - 8,711 87,111

ih}  Cradit risk exposures

Credit risk represents the risk that a counterparty will fail to perform contractual obligations under a
contract,

The consolidated entity’s maximum exposure to credit risk at reporting date in relation to sach class of
recognised financial assets is the carrying amount of those assets as indicated in the Statement of
Financial Position.

{c}  Netfair valug of financial assets and Habilities

Cash, cash equivalents and short-term investments: The carrying ameunt approximates fair value
because of their short term to maturity.

Trade receivatiles and trade creditors: The carrying amount approximatas fair value.

Short-term borrowings: The carrying amount approximates fair value because of their short term fo
maturity.

Long-term bank borrowings and debentures: The fair values of long-term horrowings are estimated by
discounting expected cash flows at the interest rates currently offered to the consolidated entity for debt
of the same remaining maturity and security plus costs expected to be incurred were the Hability settled.

Non-current investments/securities: A reasonable estimate of the fair value is determined by reference to
the current market vatue of another instrument which is substantially the same.
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS

36 JUNE 2604

22. FEINANCIAL INSTRUMENTS continued

fc)  Netfair valusg of financial assets and Habiliies continied

All other finaacial assets and liabilities have been recognised at the balance date at their net fair values,
except for the following:

Teotal earrying
amount as per the

statement of Aggregate
financial pogition et fair value
204 2003 2004 2003

$'600 $060 5000 $'000

Financial liabilities
Bank loans 88,400 88,3186
Interest rate swaps N/A {1,958}

N/A  Not applicable since financial instruments are not recognised in the finaneial
statements.

Unrecognised fingncial instruments

Interest rate swap agreements: The net fair value of interest rate swap contracts is determined as the
difference in present value of the future interest cash flows.

23. SUBSEGUENT EVENTS

Since balance date the Group has settled the acguisition of the Liverpool Plaza Shopping Centre in
Sydney's west for $29.8 million on 16 August 2004 and has exchanged contracts to acquire a 50% interest
in Santos House, a commercial office tower in Adelaide, for $51 million. Funding for these acquisitions is
being provided through the Group’s cash and drawings on its loan facilities.

The Group has also completed an institutional placement of 27 milllon securlties at an issue price of $1.18
per security, raising $31.9 million of which $1.13 is aliocated per unit in the Abacus Trust and $0.05 per
share in Abacus Group Holdings Limited. These securities, allotted on 9 August 2004, will ensure that the
tevel of gearing following settlement of the Liverpool Plaza and Santos House acquisitions will leave the
Group with the capacity to pursue further property acguisitions as apportunities arise.

Since 30 June 2004 there has not been any other matter or circumstarice not otherwise dealt with in the
financial report that has significantly affected or may significantly affect the combined entity.

27



ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2004

24, INTERNATIONAL FINANCIAL REPORTING STANDARDS {IFRS}

The Australian Accounting Standards Board (AASB) is adopting International Accounting Standards
{IFRS]) for application to reporting periods beginning on or after 1 January 2005, The AASB will issue AASB
eguivalents to IFRS and Urgent issues Group abstracts corresponding to International Financial Reporting
Interpretations adopted by the Internstional Accounting Standards Board. The adoption of the new
standards will be first reflected in the Group’s financial statements for the half-year ending 31 December
2005 and the year ending 30 June 2008,

Set out below are the major changes to current accounting policies that may have an impact on the
financial resuits of the Trust. The future financial effect of the changes in accounting policies is not yet
known as conditions and basis of assessment are niot yet known.

Investmant Properties

Under AASB 140 /nvestment Property, if investment properties are measured at fair value, gains or losses
arising from changas in falr value will be recognised in profit or loss for the period in which they arise.
The Group intends to value its investment properties a fair value adhering to the standard.

Under the current aceourting poficy, when investment properties are revalued to fair value, changes in
fair value are recognised in the asset revaluation resarve.

Financial Instrumants

Under AASB 138 Enancial instruments: Recognition and Measurement, financial assets will he classified
as either held for trading, held-to-maturity, available for sale or loans and receivables. Bepending an the
elassification, assets will he measured at fair value or amortised cost. The Trust intends to value its
financial instruments at fair value.

It should be noted that general provisioning for doubtful debts is not allowed under the standard. Any
provision should refate to a specHic loan. The application of this standard may result in 8 decrease in the

pravision currently held.

The Trust will also be required to determine the fair value of interest swaps and recognise any change in
value at balance date in the profit and loss.
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ABACUS TRUST

DIRECTORS’ DECLARATICON

In accordance with a resolution of the directors of the Responsible Entity, Abacus Funds Management
Limited, we state that:

in the opinion of the directors:

{a) the financial statements and notes of the consolidated entity are in accordance with the
Corporations Act 2001, including:

(i} giving a true and fair view of the consofidated entity's financial position as at
30 June 2604 and of thelr performance for the year ended on that date; and

(i} eomplying with Accounting Standards and Corporations Regutations 2001; and

{h) there are reascnable grounds to believe that the consolidated entity will Be able to pay its
debts as and when they become due and payable.

On behalf of the Board

2
John Thame David J Bastian
Chairman Managing Director

Sydney, 20 September 2004
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Corporate Governance Report

Abacus Property Group is made up of the Abacus Trust and Abacus Group Holdings Limited.
The responsible entity of the Abacus Trust is Abacus Funds Management Limited, which is a

subsidiary of Abacus Group Holdings Limited. Corporate governance of the Group is the

responsibility of the boards of Abacus Group Holdings Limited and Abacus Funds Management

Limited.

Relevant information is available through a dedicated corporate governance information section
on the Group’s website at www.abacusproperty.com. au under ‘About Abacus'.

Principie 1: Solid foundations for management and oversight

During the year, the board adopted a formal charter detailing its functions and responsibilities.
Primary responsibilities are the provision of strategic guidance for the Group and the effective

oversight of management. Particular functions include:

* Provide the overall corporate and business strategic direction of the Group

# Determine key policies and procedures governing the operations of the Group

* Review the annual progress and performance of the Group

# Approve the annual budget

* Approve all acquisitions, disposals and expenditures in excess of delegated limits

* Approve offer documents following due diligence process

* Oversee risk management issues

* Appoint and approve the terms and conditions of the employment of senior officers.

A copy of the board’s charter has been posted to the Abacus Property Group website.

Principie 2: Board structure

Name Appoiniment date

AFML AGHL
John Thame chairman non-executive  independent 11/09/02 11/08/02
Dennis Bluth non-executive 26/09/96 09/09/02
Phil Green non-executive 25/05/00 12/08/02
Malcolm irving non-executive  independent 12/09/02 12/08/02
Frank Wolf deputy chairman executive 13/12/90 04/12/97
David Bastian  managing director  executive 02/05/95 04/12/97
Len Lloyd executive - 29/05/G2

Mr Lioyd is a director of Abacus Group Holdings Limited only.

Details of the experience of each director are set out earlier in this Annual Report.



An independent director is one who is nol

. a current execulive or a previous executive;

. a nominee of a major shareholder;

. involved in material contractual relationships with the Group; or
. an adviser to the Group for fees or some other benefit.

Abacus acknowledges the importance of having independent directors as determined by
objective criteria. However, given the nature of the Group’s business and current stage of the
Group’s development, the current structure of the board provides the necessary skills and
experience to ensure it has a proper understanding of, and competence to deal with, the current
and emerging issues of the business to optimise the financial performance of Abacus and
returns to security-holders.

Directors may seek independent legal advice on any matter connected with the performance of
their duties. In such cases, the Group will reimburse the reasonable costs of such advice.

The Group's nomination and remuneration committee is responsibie to ensure the board
maintains an appropriate size and composition to effectively discharge iis responsibilities and
duties. Membership of the commitiee comprises three external directors:

John Thame {chairman) independent
Malcolm rving independent
Dennis Bluth

There was one meeting of the nomination and remuneration committee with all members
attending.

A copy of the charter of the nomination and remuneration commitiee has been posted {o the
Abacus Property Group website. The procedure for the selection and appointment of new
directors to the board is contained in the board charter, alsc posted to the website,

Principie 3: Ethical and responsible decision-making

The Group's commitment to ethical practices and internal standards for professional conduct is
set out in a formal code of conduct. The code stipulates requirements relating to client service,
confidentiality of information, company assets, disclosure of polential conflicts of interest and
compliance with laws and regulations, specifically including ‘insider trading’ provisions.

New employees are made aware of the code of conduct as part of their initial compliance
induction. All employees sign an annual declaration that they have complied with the code.

During the year, the board adopied a policy limiting frading in Abacus Property Group securities
by directors to the six-week period commencing two business days after half-year and full-year
resulis are announced.

A copy of the code of conduct and the trading policy have been posted to the Abacus Property
Group website.



Principie 4: Integrity in financial reporting

To safeguard the integrity of its financial reporting, the Group has put in place a structure of
review and authorisation of the presentation of the Group’s financial position. This structure
includes the review and consideration of the accounts by the audit committee following the
provision of a written statement by the Managing Director and the Chief Financial officer that the
financial reporis present a true and fair view, in all material respects, of the company’s financial
condifion and operational results and are in accordance with relevant accounting standards.

The audit committee comprises 3 external directors, two of whom are independent:

Malcolm irving (chairman) independent
John Thame independent
Dennis Bluth

The audit commitiee met 6 times during the year, with all members attending.

The primary function of the audit committee is to ensure that an effective framework exists
through the establishment and maintenance of adequate internal controls to safeguard the
Group’s assets and to ensure the integrity and reliability of financial and management reporting
systems. The commitiee meets with external auditors and reviews the adequacy, scope and
quality of the annual statutory audit and half-yearly statutory audit review.

Procedures for the selection and appointment of the external auditor are currently being
developed. The current auditor of the Group has a policy of rotation of audit engagement
partners which conforms with the Corporations Act.

The charter of the audif committee has been posted to the Abacus Property Group website,

Principle 5: Disclosure

The Group is committed to the continucus disclosure of material information concerning the
Group’s operations to the market and during the year it established a policy and procedures
designed to ensure compliance with ASX Listing Rule disclosure requirements. Primary
responsibility for ensuring that the Group complies with its disclosure obligations is heid by the
Managing Director.

The Group's disclosure policy has been posted to the Abacus Property Group website.

Principie 6: Communication with security-hoiders

The Abacus Property Group website at www. abacusproperty.com . au provides general
information on the Group’s operations. All announcements made to the market are posted to the
website after they have been lodged with the ASX, including financial statements, notices of
meetings and briefings to analysts or media, in order {o promote the broad distribution of this
information to investors.

In addition, the Group publishes a newsletter from time to fime which updates investors and
their advisers on the current activities of the Group and alerts them to any forthcoming
opporiunities.

The external auditor attends the annual general meetings of the Group and is available fo
answer shareholder questions about the conduct of the audit and the preparation and content of
the auditor's report.

The Group's shareholder communication policy has been posted to the Abacus Property Group
websiie.



Principie 7: Risk management

Abacus Property Group has in place a number of processes intended to identify and manage
areas of significant business risk. These include:

* a comprehensive risk management business plan

# maintenance of board and other commitiees relevant {o the business of the Group
# detailed and regular budgetary, financial and management reporting

# audits (including financial and compliance audits)

# compliance procedures, manuals and policies

* comprehensive insurance programs,

# retention of specialised staff and external advisers.

The Managing Director and Chief Financial Officer have provided a written statement to the
board that their statement on the integrity of the financial statements is founded on a sound
system of risk management and internal compliance and control which implements the policies
adopted by the board, and that this system is operating efficiently and effectively in all material
respects.

Compliance

The Group’s high guality compliance regime is managed by a professional compliance manager
and overseen by an independent compliance commitiee. The primary role of this committee is
to ensure that management follows written processes developed fo ensure compliance with the
Corporations Act, frust constitutions and other relevant parameters and that those processes
are adequate for ongoing compliance with the law and fo protect the interests of security-
holders. It reporis o the board semi-annually or as required.

The compliance commitiee includes two external members {(who are not directors of the board):

Phillip Leslie {chairman) External Member
James Beecher External Member
David Bastian

This commiitee met four times during the year.

In addition fo the work of the compliance manager and compliance committeg, the Group’s
compliance program is audited annually by an external auditor, currently Deloitfe Touche
Tohmaisu.

Review of lending proposals

New secured lending proposals which may be faken up by the Abacus Morigage Fund orby a
frust under Abacus management are evaluated by the credii committee against key investment
criteria as part of a rigorous due diligence process. The committee reviews the feasibility
analysis of the project and independent valuations of the property and proposed improvements,
and assesses other relevant factors such as the experience and financial capacity of the
borrower, project risk, local planning policies and market frends.



The credit commitiee includes one external member (who is not a director}.

Dennis Bluth {chairman)

Frank Wolf

David Bastian

David Brodie External member

Due Diligence

Abacus has a standing due diligence committee to manage the due diligence process of each
fransaction that involves the issue of a disclosure document. The due diligence commitiee
comprises at least 3 members, currently:

Dennis Bluth {chairman)
Frank Wolf
David Bastian

Additional members, such as other board members, representatives of external advisers or
independent experis, may be appointed for particular projects. During the year under review,
there were four due diligence commitiee meetings, with Mr Bluth attending three meetings and
Dr Woif and Mr Bastian attending all four meetings. in addition, Mr Thame attended one
meeting and Mr Irving attended two meetings in relation to the Abacus Diversified income Fund
offer document.

The objectives of the due diligence commitiee are:

* toiake all reasonable steps to ensure compliance with the law, particularly the
Corporations Act and, to the extent relevant, the Trade Practices Act, applicable State Fair
Trading Acts and taxation and stamp duty legislation;

# o obtain and verify information to be included in the disclosure document; and

*  to overview the comprehensive due diligence system implemented in connection with the
preparation of the disclosure document.

The Group's business risk management policy and procedures has been posted fo the Abacus
Property Group website.

Principie 8: Board and management effectiveness

The Group is commifted to ensuring that directors and key executives are equipped with the
knowledge and information they need to discharge their responsibilities effectively.

Management supplies the board with information in a form, timeframe and quality to enable ii to
make informed decisions. Directors are entitled to reguest addifional information and have open
access to the company secrefary and senior staff. Directors are also able {o seek independent
professional advice, if necessary, at the Group’s expense.

Performance evaluation guidelines for the board and individual directors are annexed to the
board charter, which has been posted fo the Abacus Property Group website. As the new board
charter was introduced toward the end of the financial year, the first performance evaluation of
the board and directors will be conducted during the year ending 30 June 2005.



Principie 9: Remuneration

The aim of the Abacus Property Group’s remuneration policy is {o attract and refain talented
and motivated directors and employees so as to encourage enhanced performance of the
Group. The policy is overseen by the nomination and remuneration commitiee which comprises
three non-executive directors:

John Thame {chairman)
Dennis Bluth
Malcolm irving

A copy of the charter of the nomination and remuneration commitiee has been posted {o the
Abacus Property Group website.

The remuneration of each director and the five most senior officers is set out earlier in this
Annual Report. Non-executive directors are paid fees for their service and do not participate in
other benefits which may be offered other than those which are statutory requirements.

Abacus Property Group does not provide incentives as a percentage of base pay to any director
or member of staff, nor is any equity provided. Salary increases and bonus payments are
determined by the nomination and remuneration committee on an annual basis.

In the year ahead, the board intends to examine alternate remuneration policies, which may
include the establishment of specific performance targets and key results indicators relevant to
the contribution of individual staff to corporate performance.

Principie 10: Recognise the iegitimate interests of stakeholders

The Abacus Property Group is committed to meeting its obligations to non-shareholder
stakeholders such as employees, clients, suppliers and the community as a whole. The code of
conduct discussed under Principle 3 sets standards of honesty, integrity and ethical conduct to

guide the personal behaviour of staff.

A copy of the code of conduct has been posied to the Abacus Property Group website.



ASX Additional Information

Abacus Property Group is made up of the Abacus Trust and Abacus Group Holdings Limited.
The responsible entity of the Abacus Trust is Abacus Funds Management Limited. The
following information is current as at 23 August 2004.

Number of holders of ordinary fully paid stapled securities 5,604
Voting rights atiached to ordinary fully paid stapled securities one vote per stapled security
Number of holders holding less than a marketable parcel of 414

ordinary fully paid stapled securities

Secretary, Abacus Funds Management Limited

Secretary, Abacus Group Holdings Limited Robkert Hill
Registered office Level 34, Australia Square
Abacus Funds Management Limited 264-278 George Street
Abacus Group Holdings Limited Sydney NSW 2000

(02) 9253 8500

Registry Computershare investor Services Pty Ltd
GPO Box 7045

Sydney NSW 1115

1300 855 080

Other stock exchanges on which Abacus Property Group securities are quoted none

Number and class of resfricted securities or securities
subject to voluntary escrow that are on issue none

There is no current on-market buy-back

From 1 July 2003 unfil the end of the reporting period on 30 June 2004, the Group used the
cash and asseis in a form readily convertible to cash that it had at the time of admission ina
way consistent with ifs business objectives.

Substantial Security-holder Notifications

Security-holders Number of Securities

Tower Trust Limited 38,880,850

LIBS Nominees Pty Ltd 16,589,987




Securities Register

Number of Securities

Number of Security-holders

1-1000 40
1001-5000 287
5001-10000 884
10001-100000 4,223
100001 — over 170

Top 20 Largest Security-holdings

Number of % of issued

Security-holders Securities Securities
1 Tower Trust Limited 38,852,442 13.10
2 RBC Global Services Australia Nominees Pty Lid <BKCUST A/C> 30,618,459 10.29
3  ANZ Nominees Limited 14,153,207 4.76
4  Queensland investment Corporation of- National Nominees Limited 8,141,832 274
5 RBC Global Services Australia Nominees Pty Lid <MLCI A/C> 7.242 830 2.44
8 Tricom Nominees Pty Lid <LPG A/C> 6,002,711 2.02
7 Avanteos investments Limited <FSP Super Fund A/C> 5,253,854 1.77
8 Permanent Trustee Australia Limited <MMCO0007 A/C> 5,045,436 1.70
9  Assetinsure Pty Ltd 4 683,485 1.57
10 J P Morgan Nominees Australia Limited 3,638,735 1.189
11 Craig Securities (No. 2) Pty Limited 3,300,000 1.11
12  Kendall Securities (No. 2} Pty Limited 3,300,000 1.11
13 Pluteus {(No. 184} Pty Limited 2,726,646 0.92
14 F M Wolf Pty Limited 2,198,600 0.74
15 Westpac Custodian Nominees Limited 2,087,877 0.70
16 Castilecrag Investments (No. 2} Pty Limited 1,882,800 0.83
17 FSP Group Pty Limited 1,307,231 0.44
18 Avanteos investments Limited <Avanteos Super Fund No 2 A/C> 1,263,580 0.42
18 Avanteos investments Limited <FSP IDPS A/C> 1,071,126 .36
20 Redwick Pty Limited 800,000 0.30




