Abacus

PACOPERTY GROUP

Abacus Trust

Responsible Entity

Abacus Funds Management Limited
ABN 66 007 415 580

Abacus Group Holdings Limited
ABN 31 080 804 819

14 Seplember 2005

Company Announcements Office
Australian Stock Exchange

ABACUS PROPERTY GROUP (ABP)
2004 Financial Accounis

Attached are the full annual financial accounts for the Abacus Property Group for the year ended
30 June 2005.

Yours faithfully,

Sean d’i)oncghue
Company Secretary

Level 34 Australia Square, 264-278 George Street, Sydney NSW 2000
T: 02 0253 8600 F: 029253868168 W www.abacusproperty com ad



Abacus

FROFPERTY SGROURF

ANNUAL FINANCIAL REPORT

FOR THE YEAR ENDED 30 June 2005

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 controlled entities and the Abacus Trust (ABN 27 921 263 285) and its
controlled 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 controlled entities’ consolidated financial statemenis

¢ Corporate Governance Report and Additional information

It is recommended that this Annual Financial Report should be read in conjunction with the
Annual Financial Reporis of Abacus Group Holdings Limited and Abacus Trust as at 30 June
2005. 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 2005

The Directors present their report together with the combined financial report of the Abacus
Property Group {APG or the "Group™} for the year ended 30 June 2005 and the auditor's report
thereon.

The combined financial report of the Abacus Property Group comprises the aggregated financia
reports of the Abacus Trust and its confrolled entities and Abacus Group 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, in office during the financial year and until the date of
this report are set out below,

John Thame Chairman {Non-executive)

Frank Woif Ceputy Chairman (Executive)

David Bastian Managing Director

Dennis Bluth Non-executive Director

Phillip Green Non-executive Director

Malcolm Irving Non-executive Director

Len Lloyd Executive Director {Abacus Group Heoldings Limited)
PRINCIPAL ACTIVITIES

The principal activities of the Group during the course of the financial year ended 30 June 2005
were:

o investment in commercial, retail and industrial properties;

u oroperty related funds management and property syndication;

u property and project management;

u morigage lending; and

o participation in other property related activities and joint ventures,
CORPORATE STRUCTURE

Abacus Property Group (APG) is comprised of the Abacus Trust (AT} and Abacus Group
Holdings Limited (AGHL). Units in AT and shares in AGHL have been stapled together so that
neither can be dealt with without the other. An APG security consists of one unit in AT and one
share in AGHL. A transfer, issue or reorganisation of a unit in AT is accompanied by a fransfer,
issue or reorganisation of a share in AGHL.

Abacus Group Holdings Limited is a company incorporated and domiciled in Australia. Abacus
Trust is an Australian registered managed invesiment scheme. Abacus Funds Management
Limited, the Responsible Entity of Abacus Frust, is incorporated and domiciled in Australia and is
a wholly owned subsidiary of Abacus Group Holdings Limited.

The registered office and principal place of business of Abacus Group Holdings Limited and of
Abacus Funds Management Limited is located at Level 34 Australia Square, 264-278 George
Street, Sydney NSW 2000.
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OPERATING PROFIT

The Group earned a net profit attribuiable fo stapled security holders of $39.1 million for the year
ended 30 June 2005 {2004: $34.7 miliion).

EARNINGS PER STAPLED SECURITY
Year ended Year ended
30 June 2005 30 June 2004
cents cenis

Basic and diluted earnings per stapled securily 12.18 12.84

Earnings per stapled security were affected by the time lag between raising additional capital
during the year and the effective invesiment of that capital.

DISTRIBUTIONS

The Group paid cash distributions to security holders of $35.1 million (11.50 cents per unit)
during the year ended 30 June 2005 (2004: $29.3 million; 10.85 cents per unit}. In addition, a
distribution of $8.9 million (2.90 cents per unit) was declared and provided for in respect of the
guarter ended 30 June 2005,

The Abacus Trust funded all distributions to security holders for the year ended 30 June 2005.

The full year distribution of 11.40 cents per stapled security reflects a 3.4% increase after the
deduction of the extraordinary distribution of 0.2 cents due fo the need to distribute all the
taxable income of the Trust for the year ended 30 June 2004.

Distributions were paid in respect of the year ended 30 June 2005 to stapled security-holders as
follows:

Cents $°000
Interim distribution paid 12 November 2004 2.80 8,328
Interim distribution paid 12 February 2005 2.80 B, 727
Interim distribution paid 12 May 2005 2.80 9,842
Final distribution paid 10 August 2005 2.90 9,042
Total 11.40 36,939

REVIEW OF OPERATIONS

Group Overview

The Group operates wholly within Australia (except for an invesiment of approximately $3 million
in a joint venture in the United Kingdom) and holds an investment portfolio of commercial, retail
and industrial properties, operates funds and property menagement businesses, mortgage loan
investments and participates in development projects and other property-based invesiments.
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Operating Results for the Period

A summary of combined revenue and profis is as follows:

Year ended 30 June

2005

Revenue Profit
$°000 $°000

Business segments
Property rental and sales 36,541 22,904
Funds and property management 9,125 7,425
Other property-based investments 25,269 17,897
Combined entity adjustments 1,165 {8,442)
Combined entity revenue and operating profit 72,100 39,784

During the financial year under review, APG achieved strong growth in all its key business
activities.

investment property portfolio

The Group acquired four additional properties for an aggregate $120.4 miliion, including:
o Liverpoo! Plaza Shopping Centre in Sydney’s west;
o A 50% interest in Santos House, a commercial tower in Adelaide;
o A commercial building at 50 Miller Street, North Sydney; and
o Anindustrial property in Brisbane.

These acquisitions bring the value of the total investment property portfolic to $352.0
million at 30 June 2005;

The revaluation of 9 existing properties in the portfolic resulied in a net increase of $11.7
million in the carrying value of invesiment properiies;

Net property income for the full year ended 30 June 2005 was approximately $23 million
and this is projected to be approximately $28 million for the year ended June 2006.

Funds Managementi

In funds management, as Responsible Entity, the Group:

o sold one property and acquired or contracted to acquire 8 additional properties
in the Abacus Diversified Income Fund (ADIF). Total assets of ADIF increased
$55.5 million to $222.4 million for the year ended 30 June 2005,

o established three new managed investment schemes with total assets of $398.5
million at 30 June 2005;

Total assets under management {combining assets owned by the Abacus Property
Group and assets managed by the Group on behalf of external investors) increased
$275 million (or 40%;) to approximately $3850 million at 30 June 2005 compared to
approximately $675 million at 30 June 2004.

On 31 May 2005, AGHL executed an agreement fo acquire Storage King Funds
Management Limited, the Responsible Entity of the Abacus Storage Property Trust, for
the purpose of establishing the Abacus Siorage Fund {(a stapled securily fund
comprising a managed investment scheme and an operating company). The acquisition
of the initial portfolio of storage facility assets, iotalling approximately $100 million, is
scheduled to be completed during August 2005 and the Group has budgeted fo advance
approximately $40 million to assist in settlements pending the issue of a
PDS/Prospectus.
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REVIEW OF OPERATIONS continued

Operating Results for the Period continued

Mortgage lending

* The mortgage porifolio comprises the Abacus Morigage Fund, loans to build our fund
management business, mortgages to Abacus associated developments and joint
ventures and other mortgage invesiments.

* The Abacus Morigage Fund increased the size of ifs mortgage book {including accrued
interest) by $11.8 million 1o $56.5 million at 30 June 2005 compared fo $44.7 million at
30 June 2004. The Fund has an average locan balance of approximately $2 million and
average term of 18-24 months. Loans are provided to both property developers and
investors.

» A subsidiary of Abacus Group Heldings Limited, had loans tolalling $96.4 million
outstanding at 30 June 2005. Of the outstanding balance at 30 June 2005, $73.6 million
had been advanced to the new schemes noled above ahead of raising external debt
finance and equity capital from retail investors, to existing schemes where Abacus is
either the responsible entity or has joint venture interests, or for other morigage
puUrposes.

Projects & Joint ventures

* Abacus has a number of joint venture invesiments with experienced property investors
or developers in New South Wales, Queensland and Vicioria. These joint venture
activities enable Abacus to participate in a range of property related opporiunities with
industry leaders who have local knowledge and a depih of management experience.
During the year to 30 June 2005, joint venture investment aclivities contributed $1.6
million fo the Group’s profit.

Review of Financial conditicn

During the year ended 30 June 2005, the contributed equity of the Group increased $85.5 million
fo $351.8 million. Capital raisings were made through institutional placements in August 2004
{27.00 million shares at $1.18) and December 2004 (31.16 million shares at $1.28) and a
Security Purchase Plan for existing shareholders was completed in Oclober 2004 (14.25 million
shares at $1.18). This additional capital was directed towards acquisition of property assets for
the Abacus Trust and for growth of the funds management business (particularly the Abacus
Diversified Income Fund and a number of new managed investment schemes).

Total equity increased $101.1 million to $403.8 million at 30 June 2005 compared to $302.7
million at 30 June 2004. Net fangible assets per security increased 9.0% fo $1.08 at 30 June
2005 compared to $1.00 at 30 June 2004,

At 30 June 2005, existing loan facilifies totalled approximately $188.8 million, of which $172.8
million was drawn. The Trust manages interest rate exposure on debt facilities through the use
of interest rate swap contracts. At 30 June 2005, approximately $138.9 million or 80.0% of
interest commitments on drawn facilities were fixed at an average interest rate of 7.0% and an
average term to maturity of 5.8 years.

As noted above, at 30 June 2005, $73.6 million had been advanced fo schemes where Abacus
is either responsible entity, trustee or has an equity interest via a joint venture. The Group’s net
debt gearing ratic {calculated as total interest bearing liabilifies less cash assets divided by total
assets) was 28.4% at 30 June 2005 (18.5% at 30 June 2004). The Group's gearing ratio will
decrease as capital is raised for our new managed invesiment products and as a result of capital
raised on 10 August 2005 from an institutional placement of $55 million.
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SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

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

» Total assets increased 42.6% or $177.4 million to $593.5 million at 30 June 2005 compared
to $416.1 million at 30 June 2004;

» Retained earnings increased $2.2 million to $12.2 million at 30 June 2005 compared to
$10.0 million at 30 June 2004;

»  Total equity increased 33.4% or $101.1 million fo $403.8 million at 30 June 2005 compared
to $302.7 million at 30 June 2004, reflecting additional capital raised, growth in retained
earnings and net positive revaluations during the year,

» The Abacus Diversified income Fund increased its fotal gross assets under management by
approximately $55 million to $222 million at 30 June 2005 compared to $187 million at 30
June 2004.

SIGNIFICANT EVENTS AFTER BALANCE DATE

On 10 August 2005, the Group completed a capital raising of $55.0 million and issued
approximately 42.6 million securities at $1.28 per security. OFf the total $55.0 million capital
raised, approximately $3.7 million has been allocated fo AGHL and an amount of approximately
$49.6 million, net of capital raising fees of $1.65 million, allccated te Abacus Trust.

During August 2005, the Abacus Group Holdings Limited (AGHL) completed the acquisition of
the initial portfolio of storage facility asseis for the Abacus Storage fund, advancing
approximately $40 million, through an associated entity, ahead of raising capital from external
retail investors.

During August 2005, Abacus Trust exchanged contracts to acquire two additional properties
{adiacent o the Group’s Liverpool Plaza Shopping Centre) for an aggregate purchase price of
$7.3 million.

Other than as disclosed already in this report and to the knowledge of directors, there has been
noc matter or circumstance that has arisen since the end of the financial year that has
significantly affected, or may effect, the Group’s operations in fulure financial years, the resulis
of those operations or the Group's state of affairs in future financial years.

LIKELY DEVELOPMENTS 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 cperations in future financial years
which are not of & material nature and would not in the Directors’ view be likely to result in
unreasonable prejudice to the operation of the Group.

REMUNERATION REPORT
Remuneration & Nomination Committee

The Remuneration & Nomination Commitiee is responsible for making recommendations {o the
Board on remuneration policies and practices applicable to Board members and senior
executives of the Group.

The Board's remuneration policy is fo ensure that remuneration packages properly refiect each
individual's duties, responsibilities and performance. In addition, the Board seeks to ensure that
remuneration offered by the Group is competitive in attracting, retaining and motivating high
quality people.
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Role of the Remuneration & Nomination Committee
The primary responsibilities of the Remuneration & Nomination Commiitee include:

» determining and reviewing remuneration policies to apply to members of the Board and fo
the Executives of the Group;

» determining the specific remuneration packages for Executive Directors and key members of
the senior management team (including base pay, incentive payments and other benefits);

» reviewing contractual rights of termination of Executive Direclors and, where applicable,
members of the senior executive team;

» reviewing managements recommendations of the {otal proposed incentive payment awards
to be provided;

» reviewing and approving the appointment of senior executives to the Group.

Roie of the Remuneration & Nomination Committee
The Remuneration & Nomination Commitiee is comprised of:

Malcolm irving (Chairman)
John Thame
Dennis Bluth

Remuneration of Non-Executive Directors

The remuneration policy for Non-Executive Directors seeks to appropriately remunerate them for
their time, commitment and responsibilities.

Non-executive directors are paid a directors fee and do not receive any retirement benefits
{other than superannuaticn which is inclusive in the direcliors fee) or performance related
compensation. Where a Non-Executive director serves on the Group's Credit Committee, they
receive remuneration for this service in addition to a directors fee. The aggregate pool available
for payment of directors fees to Non-Executive Directors of the Group is an amount not {o
exceed $185,000 {inclusive of superannuation guaraniee contributions). This amount was
applicable at the time of listing in November 2002.

Given the current approved iotal Non Executive Directors fee pool has been in force since
November 2002, the Directors intend to propose a change to the directors fee pool to
incorporate a structure of a base fee together with fees for service on various Board commitiees.
It is intended that security holders will be asked to approve an increase in directors' fees at the
next Annual General Meeting of the Group.

The remuneration of Non Executive Directors for the year ended 30 June 2005 is set out below:

Salary Cash Super- 2005

& Fees Bonus annuation Total

J Thame 86,320 - 6,560 72,880
D Bluth 30,120 - 3,265 33,415
M Irving 29,150 - - 28,150
P Green 26,528 - 2,822 28,150
162,118 . 12,477 164,595

D Bluth %/ 3,200 - - 3,200
Total 185,318 . 12,477 167,795

{1} relates to feas paid in respect of service to the Cragit Commities
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REMUNERATION REPORT continued

Remuneration of Non Executive Directors continued

The remuneration of Non Executive Directors for the year ended 30 June 2004 is set out below:

Salary Cash Super- 2004

& Fees Bonus annuation Total
J Thame 65,783 - 7,087 72,880
D Bluth 30,527 - 3,289 33,818
M Irving 29,152 - - 29,152
P Green 28,317 - 2,835 29,152
Total 151,789 - 13,211 165,000

Remuneration of Executive Directors and Senior Executives

Executive Employment Coniracis

On 1 October 2002, the Group entered into a thirty three month executive employment contract
with an Executive Director, .M Wolf, and the Managing Director, D.J. Bastian. The agreement
stipulates the starting base salary, allows for annual review and inflation adjustment and
provides for short term incentive payments in addition {o the executive’s base salary at the
discretion of the Board. The agreements expired on 30 June 2005 and new agreements are in
the process of being negoliated.

There are no other execulive service agreements.

Executive pay

The Board's policy on Executive pay is to ensure remuneration is reasonable, competitive,
motivating and appropriate for the resulis delivered. The Remuneration and Nomination
Committee takes external advice in iis deliberations.

The current remuneration structure has twe components, the combination of which comprises
the Executive's total remuneration:

» base pay & benefits (fixed); and
» short term incentive (variable "at risk™)

There is currently no long term incentive structure or program in place. The fotal remuneration
package seeks to provide an appropriate mix of base salary with short term incentive,

{a} Base Pay

Executives are offered a base pay that comprises the fixed component of their tolal
remuneration. Subject o meeting minimum Superannuation Guaraniee obligations,
Executives are able tc nominate the mix between cash and superannuation contributions.

Base salary is set by reference to the Executives position, experience and performance. The
Group aims to ensure base salaries are competitive in the market. Base salaries are
reviewed annually having regard to individual and Group performance and external market
conditions.

The base pay of Executive Directors and senior executives are reviewed and approved by
the Remuneration & Nominations Committee.

10
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REMUNERATION REPORT continued
Executive pay continued

{b} Short Term Incentives

At the discretion of the Board, executives and senior managers may receive short ferm
incentive payments based on reference to a variety of measures, both financial and non-
financial. These measures primarily include Group profitability targets, returns to security
holders and ceriain key performance indicators such as assets under management.

The Board considers that performance linked objectives thal have an operational and
financial impact focus are best suited to the outcomes desired by security holders. Non-
financial measures are also taken info account.

The actual level of short term incentive payments awarded {o each Executive at the end of
each year is determined by reference to achievement of the targets and the extent to which
executives were able to contribute to such achievement.

in awarding short term incentives for the 2008 financial year, the directors intend to make
the performance indicators more specific to individuals and their contribution to the Group’s
results.

Remuneration of Executive Directors

The remuneration of executive Direciors for the year ended 30 June 2005 is set ocut below:

Saiary Cash Super- 2005
& Fees Bonus annuation Total
F Wolf 551,250 400,000 - 851,250
D Bastian 484,540 250,000 11,585 748,125
L Lloyd 169,500 80,000 51,000 280,500
Total 1,205,290 710,000 62,585 1,877,875

The remuneration of Executive Directors for the year ended 30 June 2004 is set out below:

Salary Cash Super- 2004
& Fees Bonus annuation Total
F Wolf 525,000 350,000 - 875,000
D Bastian 461,498 250,000 11,002 722,500
L Lloyd 150,000 20,000 80,000 230,000
Total 1,136,498 620,000 71,002 1,827,500

Remuneration of Specified Executives

The remuneration of Specified Execulives for the year ended 30 June 2005 is set out below:

Salary Cash Superan- 2008

& Fees Bonus auation Total
J UEstrange 196,914 100,000 28,086 325,000
S O'Donoghue " 188,904 65,000 12,058 265,962
K Kitchen 184,414 56,000 11,586 262,000
P Strain 173,414 80,000 11,588 245 000
C Bibby 158,414 30,000 11,588 200,000
TOTAL 812,060 311,000 74,902 1,297,962

{iy Commenced employment in September 2004.

11
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REMUNERATION REPORT continued
Remuneration of Specified Executives continued

The remuneration of Specified Execulives for the year ended 30 June 2004 is set out below:

Salary Cash Superan- 2004

& Fees Bonus auation Total
J L'Estrange 164,203 50,000 11,002 255,285
R Hil 193,748 - 11.002 204,750
K Kitchen 146,498 25,000 11,002 182,500
F Strain 153,435 20,000 11.002 184,437
C Bibby 146,488 15,000 11,002 172,500
TOTAL 834,472 110,000 55,010 998,482

INFORMATION ON DIRECTORS AND OFFICERS

The Directors and Company Secretary of Abacus Group Holdings Limited and Abacus Funds
Management Limited, the Responsible Entity of the Abacus Trust, in office during the financial
year and until the date of this report are as set out below, with qualifications, experience and
special responsibilities.

John Thame AIBF, FCPA  Chairman {non-executive)
Member of Audit Commiitee
Member of Remuneration & Nomination Commitiee

Mr John Thame has over 30 years experience in the retail financial services industry in senior
management positions. His 28-year career with Advance Bank included 10 years as Managing
Director unti! the Bank's merger with 5 George Bank Limited in 1987. Mr Thame is Chairman of
5t George Bank Limited and a director of Reckon Limited.

Frank Wolf PhD, BA Hons  Deputy Chairman {(executive)

Dr Frank Wolf has over 20 years experience in the property and financial services industries,
including involvement in retail, commercial, industrial and hospitality-related assefs in Australia,
New Zealand and the United States. Dr Wolf has been instrumental in over $2 billion worth of
property related transactions, corporate acquisitions and divestments and has financed specialist
property-based assets in retirement and hospitality sectors. Dr Woif is the Chairman of F5P
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.

David Bastian CPA Managing Director

Mr David Bastian has almost 40 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 Vector Financial Services Limited and Kingston Capital
Limited.

12
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Dennis Bluth Non-executive Director
LLM, LLB, BA Chairman of Credit Commiitee
Chairman of Due Diligence Committee
Member of Audit Commiitee
Member of Remuneration & Nomination Commitiee

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 Solicitors of Sydney, Canberra and Brisbane and is a member of a
number of Law Society and Law Council Committees. He was formerly a director of Godfrey
Pembroke Financial Services Limited.

Phillip Green LLB, BCom Non-executive Director

Mr Phillip Green is Managing Director of Babcock & Brown Limited. Mr Green has over 25 years
experience in corporate finance specialising in taxation and structured domestic and international
corporate acquisitions. He is also a director of a number of companies including Chairman of
Babcock & Brown Infrastructure Limited, Babcock & Brown Environmental investments Limited
and of the responsible entity of the MTM Entertainment Trust, and is a director of Babcock &
Brown Capital Limited, Everest Babcock & Brown Aliernative invesiments, Thakral Holdings
Limited, the trustee of the Babcock & Brown Japan Property Trust, Tourism Asset Holdings
Limited, FSP Group Pty Limited and Prime infrastructure Management Limited.

Mr Green holds Bachelor of Commerce and Bachelor of Law degrees and qualified as a
Chartered Accountant.

Maicolm Irving AM Non-executive Director
FCPA, FSIA, BCom, Chairman of Audit Commiitee
Hon DLitt Chairman of Remuneration & Nomination Committee

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 Ausiralian Industry
Development Corporation, the Australian River Company Limited, Willis Australia Limited Group
and Keycorp Limited. He is also a director of O'Connell Street Associates Pty Lid Group, AD!
Limited and Resimac Limited.

ien 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 commercial, retail and
residential property. Mr Lloyd joined the Abacus Group in Ociober 2000 and now holds the
position of Managing Director of Abacus Property Services Pty Limited responsible for property
administration and development opperiunities in the Abacus porifolic. In previous positions Mr
Lloyd held responsibility for the property portfolios of the Advance Bank and S5t George Bank and
provided valuation and lending advice while with the Commonwealth Development Bank.

Sean O’Doncghue BCom, Company Secretary
CA, MBA

Mr Sean O'Donoghue has been the Company Secretary since joining the Abacus Group in
September 2004. Mr O'Donoghue has over 14 years experience in the property and financial
services industries having held various senior roles with MLC, Lend Lease Corporation and
Commonwealth Bank over that period.

13
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INFORMATION ON DIRECTORS AND OFFICERS continued

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

A number of Board sub-committees exist to ensure efficient monitoring and delivery of Board
polices.

The Audit Committee is chaired by Malcolm Irving. lts purpose is to ensure that an effective
framework exists through the establishment and mainienance of adequate internal controls to
safeguard assets and to ensure the integrity and reliability of the financial and management
reporting systems.

The Due Diligence Committee is chaired by Dennis Bluth. The Committee reviews and makes
recommendations for major acquisitions, new syndications and preparation of associated
product disclosure statements.

The Remuneration & Nomination Commiftee is chaired by Malcolm Irving. The commitiee
reviews and makes recommendations on remuneration packages and other items of
employment for executive and non-executive directors and the senior management of the Group.
In addition, the commiitee review and approve nominations for new senior management
appointments.

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

Specified Directors:

The directors are not party to any

John Thame 43,000 contract under which the directors

Frank Wolf 6,818,046 may be entifled to a benefit or that
] ] confers a right to call for or deliver

David Bastian 7,640,000 interests in the Group.

Phillip Greern 9,368,830

Malcolm lrving 24,000

Specified executives:

John L’Estrange Nil

Sean O'Donoghue Nil

Peter Strain 10,000

Kim Kitchen 13,492

Claire Bibby 8,500
Employees

The Abacus Property Group employed 44 employees {including directors) as at 30 June 2005
{2004: 41 employees). This includes 10 employees whose salary is fully recoverable from
specific properties managed by the Group.

Directors’ Meetings

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 year and
the number of meetings attended by each director were as foliows:

14
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INFORMATION ON DIRECTORS AND OFFICERS continued

Directors’ Meetings continued

Due Nomination &
Audit Diligence Remuneration Credit
Board Committee  Committes Committes Committes

Number of meetings held: 24 5 8 3 31
Number of meelings

aftended:

J Thame 23 5 - 3 -

F Wolf 24 - 8 - 31

D Bastian 23 - [i] - 30

D Bluth 24 5 [i] 3 31

P Green 15 - - - -

M Irving 24 5 - 3 -

L Lioyd * 14 - - - -

D Brodie % - - - - 31

G Broome - - - - 5

1. ktemberahip to the due diligence committas changes in relation to projects. The directors attended alf mestings of the committes in

which they have been appointad as members.

2. W ben Uoyd is a director of Abacus Group Holdings Limited only. Meetings of Abacus Group Holdings Limited and Abacus Funds
Management Limited were held concurrently.

3. W G Brodie and Mr G Broome are extarnal members of the Cradit Committes. Mr G Broome [pined the Cradit Committes in early
btay 2005

Directors’ Benefiis

Since the end of the previous financial year, no director has received or become entitied to
receive a benefit, other than any benefit disclosed in the financial statements as emoluments or
the fixed salary of a full-fime employee of the group or a related corporate by reason of a
contract made by the Group or a 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 substantial financial interest.

indemnification and insurance of Directors and Officers

The Manager of the Group, Abacus Funds Management Limited, has paid an insurance
premium in respect of a contract insuring ifs directors and full time executive officers and
secretary. The terms of this policy prohibit disclosure of the nalture of the risks insured or the
premium paid.

ENVIRONMENTAL REGULATION AND PERFORNANCE

The Group's environmental responsibilifies, such as wasie removal and water treatment, have
been managed in compliance with all applicable regulations and licence requirements and in
accordance with industry standards. No breaches of requirements or additional environmental
issues have been discovered nor brought to the board’s attention. There has been no known
significant breaches of any environmental requirements applicable o the Group.
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STAPLED SECURITY OPTIONS

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

REGISTER OF SECURITY HOLDERS

The register of security holders has, during the year ended 30 June 2005, been properly drawn
up and maintained so as to give a true account of the security holders of the Group.

AUDITORS INDEPENDENCE DECLARATION

We have obtained an independence declarafion from our auditor, Ernst & Young, and such
declaration is shown on page 80.

CORPORATE GOVERNANCE

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

ROUNDING

The amounts contained in this report and in the annual financial report have been rounded to the
nearest $1,000 {(where rounding is applicable} under the option available to the group under
ASIC Class Order 88/0100. The group is an entity to which the Class Order applies.

Signed in accordance with a resolution of the directors.
Abacus Funds Management Limited (ABN 68 007 415 590)
Abacus Group Holdings Limited (ABN 31 480 604 619)

@
John Thame David Bastian
Chairman Managing Director

Sydney, 13 September 2005
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ABACUS PROPERTY GROUP

COMBINED STATEMENTS OF FINANCIAL PERFORMANCE AND

DISTRIBUTION
YEAR ENDED 30 June 2005

COMBINED
Jun-05 Jun-04

Notes $°000 $000
REVENUES FROM ORDINARY ACTIVITIES 2 118,690
Share of net profits of joint ventures
accounted for using the equity method 2 4,281
Depreciation and amortisation expenses 3 (2,014}
Carrying amount of invesiment properties disposed {B4,747)
Carrying amount of options disposed -
Borrowing costs expense 3 {(8,159)
Salaries and employee benefils expense (4,721)
Bad and doubtful debis 3 {449)
Other expenses from ordinary activities 3 7,873
PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE 34,918
income tax expense relating o ordinary activities 4 {193}
NET PROFIT AFTER TAX 34,725
Net profit attributable to outside equity interest -
NET PROFIT ATTRIBUTABLE TO STAPLED
SECURITY HOLDERS OF THE GROUP 34,725
Transaction costs on issue of stapled securities 21{b) -
Net increase in asset revaluation reserve 22{ay(i 7,797
Decrease in foreign currency translation reserve 22{b) -
Adiustment resuiting from changes in associated entities 22(c) -
TOTAL REVENUES, EXPENSES, AND VALUATION
ADJUSTMENTS ATTRIBUTABLE TO STAPLED SECURITY
HOLDERS OF THE GROUP AND RECOGNISED DIRECTLY
IN EQUITY 7,797
TOTAL CHANGES IN EQUITY OTHER THAN THOSE
RESULTING FROM TRANSACTIONS WiTH STAPLED
SECURITY HOLDERS AS OWNERS 42,522
Basic and diluted earnings per stapled security {cenis} 26 12.18 12.84

COMBINED
Jun-05 Jun-04

Notes ‘000 $000
STATEMENT OF DISTRIBUTION
Net profit attribuiable fo stapled security holders of APG 34,725
Net fransfer of undistributed income to members' funds {4,368)
Distributions paid and payable 30,359
Distribution per stapled security {cents per unit} 11.23
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ABACUS PROPERTY GROUP

COMBINED STATEMENT OF FINANCIAL POSITION
AS AT 30 June 2005

COMBINED
Jun-05 Jun-04

Notes '000 $°000
CURRENT ASSETS
Cash assets 23{D) 24,367
Receivables 8 28,388
investment properties 7{a) 20,921
Other financial assels g 55,440
Other 9 1,082
TOTAL CURRENT ASSETS 130,179
NON - CURRENT ASSETS
Property, plant and equipment 10 171
investment properties 7({b} 198,605
investments accounted for using the equity method 11 8,778
Other financial assets 13 45726
Deferred tax assets 4 2086
infangible assets 14 32,354
Other 15 -
TOTAL NON-CURRENT ASSETS 285,880
TOTAL ASSETS 418,059
CURRENT LIABILITIES
Payables 16 3,396
interest-bearing liabilities 17 98,135
Current {ax liabilifies 4 {(123)
Provisions 18 8,410
TOTAL CURRENT LIABILITIES 109,818
NON-CURRENT LIABILITIES
interest-bearing liabilities 18 3,100
Provisions 20 397
TOTAL NON-CURRENT LIABWITIES 3,497
TOTAL LIABILITIES 113,315
NET ASSETS 302,744
EQUITY
Contributed equity 21 268,334
Reserves 22(a,b) 26,308
Retained earnings 22{c} 10,012
Total parent interest in equity 302,744
Total outside equity interest -
TOTAL EQUITY 302,744
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ABACUS PROPERTY GROUP

COMBINED STATEMENT OF CASH FLOWS
YEAR ENDED 30 June 2005

COMBINED
Jun-05 Jun-G4

Notes $'000 $:000
CASH FLOWS FROM OPERATING ACTIVITIES
income receipts 32,372
interest received 10,302
Distributions received 380
income tax expense (paidyreceived {3,574
Audit fees {120}
Custody fees paid {(54)
Borrowing cosis (7,824)
Operating paymenis {9,114}
NET CASH FLOWS FROM OPERATING
ACTIVITIES 23{a) 22,368
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for investments (145,882)
Proceeds from sale and settlement of investments 110,896
Consolidation of a controlled entity -
Furchase of a controlled entity -
Furchase of plant and equipment -
FPurchase of investment properties {13,775)
Disposal of investment properties 56,208
NET CASH FLOWS FROMH{USED IN} INVESTING
ACTIVITIES 7,448
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of stapled securities -
Repayment of borrowings {40,004)
Proceeds from borrowings 34,733
Distributions paid {29,341}
NET CASH FLOWS FROMHUSED IN} FINANCING
ACTIVITIES (34,612}
NET DECREASE IN CASH HELD (4,799)
Add opening cash brought forward 28,166
CLOSING CASH CARRIED FORWARD 23{b} 24,367

18



ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

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

The financial report is a general-purpose financial report which has been prepared in
accordance with the requirements of the Corporations Act 2001 including applicable Accounting
Standards and other mandatory professional reporiing requirements (Urgent Issues Group
Consensus Views).

The financial report has been prepared in accordance with the historical cost convention except
for invesiment properties, investments in listed securities and option investments 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. During
the year, the method of estimating the provision for doubtful debts has been revised. Previously
the general provision for doublful debts on mortgage loans was established based on 5% of
loan interest income. in anticipation of adopting Australian equivalenis to international Financial
Reporting Standards {(AIFRS), the estimate is now based on specific provisions.

{b) Principles of aggregation

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

Infermation 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 combined financial statements include the resulis for that part of the reporting
period during which the parent company has control. Subsidiary acquisitions are accounied for
using the purchase method of accounting.

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

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

{c} Dividends and distributions

Distributions fo APG security holders were paid by the Abacus Trust. In accordance with the
Constitution of the Abacus Trust, the Trust fully distributes its distributable income to security
holders. Distributions are payable at the end of each quarter. Such distributions are determined
by reference {o the taxable income of the Trust. Distributable income may include capital gains
arising from the disposal of invesiments and tax deferred income. Unrealised gains and losses
on invesiments that are recognised as income are retained and are generally not assessable or
distributable until realised. Capital losses are not distributed fo security holders but are retained
to be offset against any realised capital gains.

A provision for dividend or distribution is recognised in the Statement of Financial Position if the
provision has been declared, determined or publicly recommended prior {0 balance date.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES continued
{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 market
investments readily convertible to cash within 2 working days.

{e} Receivables

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

Receivables from related parties are recognised and carried at the nominal amount due. interest
is faken up as income on an accrual basis.

{f} 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 require investment properties o be
depreciated. Accordingly, the buildings and components thereof (including plant and equipment})
are not depreciated. However, invesiment properties are depreciated for tax purposes prior to
the distribution of any faxable income fo security holders.

Invesiment properties are carried at fair value. independent valuations of investment properties
are obtained at intervals of not more than three years from suitably qualified property valuers.
Such valuations are reflected in the financial statements of the Group. Notwithstanding, the
directors of the Responsible Entity assess the carrying value of each invesiment property at
each reporting date {o ensure its carrying value does not materially differ from its fair value.
Where necessary, the invesiment property is revalued {o reflect its fair value being the amount
which the assets could be exchanged between knowledgeable willing parties in an arm’s length
transaction at the valuation date.

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

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

The cost of improvements {o or on leasehold property is capitalised, disclosed as leasehold

improvements, and amortised over the unexpired pericd of the lease or the estimated useful
lives of the improvements, whichever is the shorter.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{q) Invesimenis

Listed securities and oplion investmenis held for trading are carried al net market value. The net
market value of listed securities is determined by reference to the last available sales price
quoted on a relevant exchange on the day of valuation.

Invesiments in associates are carried at the lower of the equity-accounted amount and
recoverable amount in the combined financial report.

All other non-current investments are carried at the lower of cost and recoverable amount.
(h) Plant and eguipment

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.

Maijor depreciation periods are: Jun 05 Jun 84
Piant and equipment 5-15 years 5-15 years

(i) Equity-accounted investments

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.

Interests in joint venture parinerships and in associates are carried at the lower of the equity-
accounted amount and recoverable amount in the combined financial report.

{j) Goodwill

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

Goodwill is 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} Payabies

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

(1) Interest-bearing liabilities

All loans are measured at the principal amount. Inferest is charged as an expense as i accrues.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{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.

{n) Foreign currency translation

Both the functional and presentation currency of the Group is Australian dollars {$).

Transactions in foreign currencies are initially recorded in the functional currency at the
exchange rates ruling at the date of the transaction.

The functional currency of the overseas associated entities is pound sterling (£).

As at the reporting date the investmenis in overseas associated entities are translated into the
presentation currency of the Group at the rate of exchange ruling at the balance sheet date. The
exchange differences are taken direcily to a separate component of equity.

On disposal of investments in overseas associated entities, the deferred cumulative amount
recognised in equity relating to that particular foreign operation is recognised in the income
statement.

{0} Revenue recognition

Revenue is recognised o 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
also be met before revenue is recognised:

Operating leases

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

tnvesiment Income

Revenue from lending or other invesiment activities is recognised in accordance with the ferms
set out in the morigage or loan documentation.

Revenue from sale of invesiment properties

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

Net incremernt it market vaiue of investments

Change in net market value of investments is recognised as revenue or expense in determining
the net profit for the year.

Fess

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

fnterest
Confrol of the right to receive the interest payment.
Dividends and Distributions

Confrol of the right to receive the distribution payment.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES continued
{p} Leasing Fees

Costs that are directly associated with negotiating and executing the ongoing renewal of tenant
lease agreements (including commissions, legal fees and cosis 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.

{q) Leasing incentives

Lease incentives in the form of up-front payments, confributions to ceriain lessees’ costs,
relocation costs and fitouts that are offered in relation {0 the cngoing 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 {o the carrying value of the property.

{r) Taxes
Company income faxes

Tax-effect accounting is applied using the liability 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 intc account in determining taxable income, the net
related taxation benefit or liabilily, calculated at current rates, is disclosed as a future income tax
benefil or a provision for deferred income fax. The fulure income fax benefit relating to tax
losses and timing differences is not carried forward as an asset uniess the benefit is virtually
certain of being realised.

Trust income faxses

Under current income tax legisiation a trust is not subject to ingome tax provided the security
holders are presently entitled to the taxable income of the Trust and the Trust fully distributes its
taxable income.

Goods and Services Tax (GST)

Revenues derived and expenses incurred by the Group are recognised net of any amount of
GST thatl is payable or can be recovered from the Ausiralian Taxation Office (ATO). Amounts
recognised as receivables and payables at balance date include the amount of GST receivable
or payable.

Reduced input tax credits {RITC) recoverable by the Group from the ATO are recognised as
receivables in the statement of Financial Position.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING FPOLICIES continued
(s} Employee entitlements

Provision is made for employee entiflements 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.

Liabilites 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.

All other employee entitement liabilities are measured at the present value of the estimated
future cash ouiflow to 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 guaranteed securities, which have terms to maturity approximating the
terms of the related liability, are used.

Employee entitlement 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
+ other types of employee entiflements
are recognised against profits on a net basis in their respective categories.

{t) Derivative financial instruments

Interest rate swaps

Abacus Properly Group enters into interest rate swap agreements that are used to convert the
variable interest rate of i{s shori-ferm 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 Group’s policy not {o recognise interest rate swaps in the financial statemenis. Net
receipls and payments are recognised as an adjusiment to interest expense.

(u} Earnings per stapled security (EPSS)

Basic EPSS is calculated as net profit aitributable to stapled 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 year under review.

{v} Transfers to (from) total equity

Unrealised gains and losses in the net value of investments, accrued income not yet assessable
and expenses provided for or accrued not yet deductible, net capital losses and iax free or tax

deferred amounts maybe transferred to equity and may not be included in the determination of
distributable income.
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES continued
{w} Comparatives

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

Notes COMBINED
Jun-05 Jun-04
$‘000_ $000

2. REVENUE FROM ORDINARY ACTIVITIES

Revenues from operating activities

Property rental income 22,847
inferest income from morigage investments 12,897
Fee income from mortgage invesiments 836
Revenue from sale of investment properties 73,318
Revenue from sale of 50% interest in oplions -
FProperty management fees 575
Fund management fees 1,442
Consuiling and other fees 3,020
Total revenues from operating activities 114,735
Revenues from non-operating activities
Distributions from investments in units 3,148
Gains on disposal of investments in units -
Change in market value of invesiments -
Bank interest 807
Total revenues from non-operating activities 3,055
Total revenues from ordinary activities 118,690
Share of net profit of joint ventures
accounted for using the equity method
Share of joint venture profiis 11 4,291
Gains
Net gains on disposal of non-current assets 6,899
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NOTES TO THE FINANCIAL STATEMENTS

30 June 2005
Notes CONBINED
Jun-05 Jun-04
* 0 $'000

3. EXPENSES AND LOSSES {GAINS)
Expenses

Depreciation of non-current assets

FPlant and equipment 40
Total depreciation of non-current assets 49
Amortisation of non-current asseis
Finance costs 19
Goodwill 1,775
Leasehold alierations 155
Software 18
Total amortisation of non-current assets 1,865
Total depreciation and amortisation expenses 2,014
Borrowing costs expensed
inferest expense 8,158
Total borrowing costs expensed 8,159
Bad and doubifui debts 449
Other expenses
Property outgoings 4,161
Expenses on sales of investment properties 1,573
Auditor's remuneration 107
Custody fees 47
Registry maintenance costs 111
Rental expenses 268
Other 1,708
Total other expenses 7,873
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

30 June 2005
Notes COMBINED
Jun-058 Jun-04
! 0 $'000

4. iINCOME TAX

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:

Net profit from ordinary activities before income fax 34,918
Less net profif attributable to Abacus Trust {35,374}
Less net profif attributable to a partly-owned trust -
Loss from ordinary activities before income tax {456}
Prima facie tax on profit/(foss} from ordinary activities (137}
Trusts’ income not subject to tax
Tax effect of permanent differences
Capital expenses {(79)
Depreciation (45)
Amortisation of intangible assets 533
Non-assessable capital gain 273
Other ifems {nef) 352
income tax expense atfributable to ordinary activities 193
Deferred tax assets and liabilities
Current tax payable {144)
Provision for deferred income tax - current 21
Total current {123}
Future income tax benefit - non-current 208

Tax consolidation

Effective 1 July 2002, for purposes of income taxation, Abacus Group Holdings Limited and iis
100% owned subsidiaries formed a tax consolidation group. Members of the group entered into
a tax sharing agreement providing for allocation of income {ax liabilities between the entifies
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.
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

Notes COMBINED
Jun-05 Jun-04
$°000 $000

8. DISTRIBUTIONS PAID OR PROVIDED FOR ON
STAPLED SECURITIES

{a) Distributions proposed and recognised as a

liability

Distribution (2.90¢ per stapled security) (2004: 3.00c) 8,117
{b} Distributions paid during the year
(i} Current year interim
Distribution — Sep 2004 {2.80c per stapled security) 7,098
Distribution — Dec 2004 {2.80c per stapled security} 7,572
Distribution — Mar 2005 {2.80c per stapled security) 7,572
30,359
(i} Previous year final
Distribution {3.00c per stapled security) {2003. 2.83c) 7,089
The distributions were paid from the Abacus Trust {which does
not pay tax provided it distributes all its taxable income) hence
there were no franking crediis attached.
{c) Franking credit balance
The amount of franking credits available for the
subsequent financial year are:
- franking account balance as at the end of the
financial year at 30% 5,708
- franking credits that will arise from the payment of
income {ax payable as at the end of the financial year -
5,708
6. RECEIVABLES
Trade debtors 9,215
Short-term deposiis 132
Property sales receivable 13,901
Related party receivables 518
Other debtors 4,623
Total receivabies 28,389

{a) Terms and conditions
Terms and conditions relating 1o the above financial instruments:
(i ) Trade debtors, other debtors and related party receivables are non-interest bearing
and generally on 30 day terms.
(i} Terms and conditions of contracis of sale of property vary but seftlement is normally within
3 months after exchange.
(il Short-term deposits have an average maturity of 180 days at a fixed
interest rate which has averaged 5.13% for the year (2004: 5.15%}).
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS

30 June 2005
7. INVESTMENT PROPERTIES
Cost Combined value
including Jun-05  Jun-Q4
all Independent
Acquisition additions valyation note {(a}
Property date $000 date  $'000 $'000 $'000
{a} Current asset
108 Pitt Street, Sydney, NSW a-dun-g 17,822 20,921
{see note (b} below)

Current asset - investment properties 20,821
{h) Non-current asselis
66 Christina Road, Villawood, NSW (i) 28-May-02 8,147  31.Jan0z 7,500 8,094
CSIR0O, Limestone Ave., Campbell, ACT
(v} 21-Jun-02 12,885  3g.sun-0s 15,200 14,000
4 Ray Road, Epping, NSW (i} 30-Apr-97 26,960 s0.Jun0s 44,000 40,339
431 Glebe Point Road, Glebe, NSW (i) 23-8ep-o97 10,585 31-Dec-0z 12,500 12,538
Ashfield Mall, Ashfield, NSW (iv) 16-Sep-97 70,418  sg.Jun-os 98,700 89,055
10-12 Pike Street, Rydalmere, NSW (v} 1-Oct-88 14,282  3p.Jun0s 17,000 16,009
Liverpool Plaza, Liverpool, NSW (iv) 16-Aug-04 31,776 3g.gunos 32,600 -
Santos House, Adelaide SA (iv) 50at-04 54,234 3g.gun-0s 51,000 -
50 Miller Street, North Sydney, NSW {ii) 17.Dec-04 38,284  so.uunos 38,800 -
Properties owned by Abacus Trust and its controlled entities 180,035
244 Liverpool Road, Ashfield, NSW (iv) 26-Mar-g8 2,507 2,507
252 Liverpool Road, Ashfield, NSW (iv) 2>-Mar-00 1,107 1,107
254 Liverpool Road, Ashfield, NSW (iv) 31-Aug-01 2,862 2,662
256 Liverpool Road, Ashfield, NSW (iv) 29-Sep-98 820 820
Independent valuation, 244-256 Liverpool Road 3o-dun-05 8,800 304
Project development costs 857 458

7.858
Hornsby Crescent, Hornsby () 5,557
Macarthur Ave, Pinkenba Qid (i} 11-Nov-04 3,27830-un-08 3,150 -
4-8 Jacobs Street, Bankstown {vi) 2-Dec-02 5,147 30-Jun-05 4,900 5,155
Properties owned by AGHL and its conirolied entities 18,570
Non-current - investment properties 198,605
Total investment properties 219,526

{i} As valued by Knight Frank Pty Limited

{iiy As valued by Colliers International Cornsultancy and Valuation Py Ltd

{iil} As valued by Urbis Property Consultants
{iv} As valued by CB Richard Ellis Ply Ltd

vy As valued by FPD Savills {(NSW) Ply Limited
{vi} As valued by DTZ Australia
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ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

7. INVESTMENT PROPERTIES continued

Notes:
{a} The combined value at 30 June 2005 includes capital expenditures after the last valuation
date.
(b} The property at 109 Piit Street is currently under refurbishment and has been subdivided
into strata units. The retail component and the leasehold interest in the car park were sold
in prior financial years while the sale of the commercial units continues at 30 June 2005.
{c} This reflects the 50% interest in the Hornsby joint venture, a residential project consolidated
in the prior year. The joint venture agreement relating fo this project was {erminated
during the year and, accordingly, the property has been deconsolidated for the year
ended 30 June 2005.
{d} The investment properties are used as security over the bank loans {see nofes 17 and 19).

Combined value
Jun-05  Jun-04
$'000 $'000

Reconciliations

Reconciliation of the carrying amounts of investment properties at the
keginning

and end of the current and previous financial year.

investment properties

Carrying amount at beginning of the financial year 261,884
Additions 14,582
Net revaluation increments 7,797
Disposals {64,747
Carrying amount at end of the financial year 219,526
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Notes COMBINED
Jun-05 Jun-04
‘000 $000

8. OTHER FINANCIAL ASSETS {CURRENT}

investment in mortgage loans - secured 48,363
interest on mortgage loans 7,077
Provision for doubtful debis ~

£5,440

{a) Mortgages are secured by real property assets. Weighied average interest rate was 14.44% pa
as at 30 June 2005 {2004 16.56%). Repayment dates are on or before 30 June 20086.

9. OTHER CURRENT ASSETS
Refundable deposits
Prepayments

Total other assets

10. PROPERTY, PLANT AND EQUIPMENT
Flant and equipment

Af cost

Accumulated depreciation
Total written down amount

Reccnciliations

Reconciliation of the carrying amounts of property,
piant and equipment at the beginning and end of the
current and previous financial year.

Carrying amount at beginning of the financial year
Acquisitions

Disposal of motor vehicle

Depreciation and amortisation expense

Carrying amount at end of the financial year
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Notes COMBINED
Jun-08 Jun-04
! 0 $000

11. INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD

investment in associates (a) -
investment in joint ventures (b} 8,778
8,778
{a) INTEREST N ASSOCIATES Balance Ownership interest held
Name Date by combined entity
Jun-05 Jun-04
A A
Stanright Limited 30 June -

{i} Principal activity
The principal activity of Stanright Limited is investiment in a 50% interest in the leasehold of
Grant Thornton House, UK.

COMBINED
Jun-08 Jun-04
) 0 $000

{if) Share of associates’ profits (losses)

Share of associates”

- net profit before income fax

- income tax expense attributable fo net profit
Share of associates’ net profits

{iff} Carrying amourit of investmert it associates
Balance at the beginning of financial year

- investments during the year

- share of associates’ net resuit

Carrying amount of investment in associates

at the end of the financial year

{iv) Share of associates’ assets and liabilities
Total assets

Total liabilities

Net assets
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11. INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD continued

{b} INTEREST iN JOINT VENTURES
Name Date

Abacus Private Equity Fund Neuiral Bay 36 Jun
40 Yeo Street Pty Limited 36 Jun
Abacus Rosebery Property Trust 36 Jun
Abacus Nominees (No 4) Pty Limited 36 Jun
Telak Close Pty Limited a0-dun
Willcughby Development Trust a0-dun
Brooklands Motel Mornington Pty Lid 30-Jun
The Mornington investment Unit Trust 36 Jun
Pakenham Valiey Pty Lid a0-dun
Pakenham Valley Unit Trust 30-Jun
Corporate Helpers Pty Lid 36 Jun
The Main Street Packenham Unit Trust 30-Jun
Highett Apartments Ply Limited a0-dun
The Highett Apartments Unit Trust 36 Jun
Highetlt Plaza Pty Lid 36 Jun

Highett Plaza Unit Trust 30-Jun

{i} Principal activities

Balance Ownership inierest held
by combined entity
Jun-05
4]

Jun-04

%
50
50
50
50
50

50
50

50
50
50
50
50
50
50
50
50

The associates and joint ventures acquire and develop commercial and residential invesiment

properties intended for resale.

{if) Share of associates’ and joint ventures’ profits
Share of associates’ and joint ventures”

- net profit before income fax

- income tax expense attributable to net profit
Share of associates’ and joint ventures' net profits

{ifi} Carrying amount of investment in associates and joint vertures
Balance at the beginning of financial year

- share of associates’ and joint ventures' net result

- investmenis acquired

- investmenis disposed

Carrying amount of invesiment in associates and joint veniures

at the end of the financial year

COMBINED

Jun-05
$°000

Jun-G4
$'000
4,281
4,291
4,504
4.281
8572

(6,580)

8,778
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11. INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD continued

COMBINED
Jun-05 Jun-04
$'000 $000

{iv) Share of associates’ and joint ventures’ assets
and liahilities

Current assels 15,380
Non-current asseis 28,259
Current liabilities (17,400}
Non-current liabilities {15,461)
Net assetls 8,778
{v} Retained earnings of the Group affributable to

the associates and joint ventures

Balance at the beginning of the financial year 782
Share of profiis of associates and joint ventures 4,291
Distribution of prefits of associates and joint ventures 4,292

Baiance at the end of the financiat year
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12. CONTROLLED ENTITES

Name % of equity interest heid Investment
by the combined entity
Jun-05 Jun-04 Jun-05 Jun-G4
Yo % $'000 $'000

Subsidiaries of the Abacus Trust:
Abacus Glebe Property Trust
Abacus Epping Park Property Trust
Abacus Ashfield Mall Property Trust
Abacus industrial Property Trust
Abacus Campbell Property Trust
Abacus Mortgage Fund

Abacus Santos House Trust
Abacus Miller Street Trust

Abacus Liverpoo! Plaza Trust

Interposed Trusts:
Abacus Glebe Trust
Abacus Epping Trust

Subsidiaries of Abacus Group Holdings Limited
Abacus Funds Management Limited

Abacus Finance Pty Limited

Abacus Property income Fund

Abacus Pitt Street Property Trust

Abacus Hobart Growth Trust

Abacus Sterage Funds Management Limited
Abacus Sunbury Pty Lid

Abacus Bankstown Property Trust

Abacus Hornsby Pty Limited

Abacus Nominee Services Ply Limited
Abacus Nominees (No 2} Pty Limited
Abacus Nominees {(No 3) Pty Limited
Abacus Nominees (No 5) Pty Limited
Abacus Nominees (No 7} Pty Limited
Abacus Nominees {(No 9) Pty Limited

Queen Sireet Development Py Limited
Abacus Macarthur Trust

Amiga Pty Limited

Frengail Pty Limited

206,225
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Notes COMBINED
Jun-05 Jun-04
000 3000
13. OTHER FINANCIAL ASSETS {NON-CURRENT}
investments in mortgage loans - secured 8,632
investments in mortgage loans - unsecured 30,183
Accrued interest on morigage loans 2,188
Provision for doubtful debis {1,867)
37,0986
investmenis in units - listed 2,568
investments in oplions - unlisted -
investmenits in units - unlisted 8,062
45,726
{&} Mortgages are securad by real property assefs. Repayment dates fall hetween January 2008
and May 2010, Weighted average interest rate was 12 2% pa at 30 June 2005 {2004: 14 82%).
{b} Interim funding is provided to other Abacus entities outside the Group to enable acquisition of
properfies ahead of receipt of funds from investors. The oans are unsecured and the facllities
will rrature from June 2008 to May 2010, Weighted average inferest rate
was 12.2% pa at 30 June 2005,
Notes COMBINED
Jun-05 Jun-04
‘000 $000
14. INTANGIBLES
Goodwill 35,500
Accumuiated amortisation {3,106}
32,384
15. OTHER NON-CURRENT ASSETS
Leasing incentives -
Less accumulated amortisation -
16. PAYABLES
Trade creditors 250
Other creditors 6886
Related party payables 384
Goods and services tax 243
Accrued expenses 1,853
3,396

{a} Trade and other credifors and related party payables are non-interest bearing and are normally settied on 30 day terms.
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Notes COMBINED
Jun-05 Jun-04
000 $000

17. INTEREST-BEARING LIABILIT{ES {CURRENT)
Borrowings secured by mortgage
- bank loans {a)

{a} The bank loans are provided by several banks. interest rates include both fixed and floating
arrangements. The interest rates on fixed rate borrowings had a weighted average of 7.20% at year
end (2004: 7.35%}, while interest 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 2008.

The bank loans are secured by a charge over the investment properties as described in Note 7.
18. PROVISIONS (CURRENT)

Distributions on stapled securities 5(a)
Employee entiflements 25

18. INTEREST-BEARING LIABILITIES {NON-CURRENT)
Borrowings secured by mortgage
- bank loans {a)

{a) The bank loans are provided by several banks. interest rates include both fixed and floating
arrangements. The interest rates on fixed rate borrowings had a weighted average of 7.00% at year
end while interest on floating rate borrowings are paid quarterly based on existing swap

and yield rates quoted on the day. Repayment dates are on or before 1 July 2010. Total loan
facilities existing at year end were $188.8 million the unused portion of which was $18.0 million at
30 June 2005.

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

20. PROVISIONS (NON-CURRENT)
Employee entiflements 25
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Notes COMBINED
Jun-05 Jun-84
! 0 $'000

21. CONTRIBUTED EQUITY
{a) issued stapled securities

issued capital 272,655
Finance and issue costs (6,321}
Total contributed equity 266,334

{k} Movements in coniributed equity for the year

Jun-05 Jun-04
Stapied securities Stapled securities
Number Value Number Value

'000 $'000 '000 $'000
270,420 266,334

Beginning of the financial year
- security purchase plan

- institutional equity raising

- less transaction costs

End of the financial year

270,420 266,334

a. Terms and conditions of coniributed equity
Stapled securily holders have the right {o receive distributions as declared and, in the event

of winding up of the group, to participate in the proceeds from sale of all surplus asseis
in proportion to the number of stapled securities held.
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Notes COMBINED
Jun-05 Jun-04
* $000

22. RESERVES AND RETAINED PROFITS
{a) Asset revaluation reserve

{iy Nature and purpose of reserve

The asset revaluation reserve is used to record increments
and decremenits in the value of investment properties. The
reserve can only be used fo pay dividends or distributions in
limited circumstances.

(i} Movements in reserve

Balance at beginning of year 14,462
Revaluation increments on revaluation of

investment properties 7,797
Realised revaluation reserve on sale of investment properties 4,139
Balance at end of year 26,398
{k} Foreign currency transiation

{iy Nature and purpose of reserve

The foreign currency translation reserve is used to record

exchange differences arising from the translation of the

investments overseas.

(i} Movements in reserve

Balance at beginning of year -
Loss on transiation of investments in foreign

associated entity -
Balance at end of year -
Total reserves 26,398
{c} Retained profits

Balance at the beginning of year 9,785
Net profit attributable to stapled security holders 34,725
Realised reserve on sale of investment properties {413
Adjustment resulting from changes in associated entities -
Total available for appropriation 40,371
Distributions provided for or paid {30,359)
Balance at end of year 10,012
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23. STATEMENT OF CASH FLOWS

{a) Reconciiiation of the net profit after tax to the
net cash fiows from operations

Net profit

Depreciation of non-current assets

Amortisation of non-current asseis

Provision for doubtful debis

Share of joint venture profits

Unrealised loss on investments

Net gain on sale of non-current assets
increase/(decrease) in payables
Decreasef{increase) in receivables and other assets

{b} Reconciliation of cash

Cash balance comprises:
Cash assets

Closing cash balance

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

Total facilities
- bank loans

Facilities used at reporting date
- bank loans

Facilities unused at reporting date
- bank loans

COMBINED
Jun-05

Jun-04
$'000

24,367
24,367

126,113
(101,235)

24,878
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23. STATEMENY OF CASH FLOWS continued

{d} Acquisition of Controlied Entities

Abacus Property Group acquired 100% ownership of Abacus Storage Funds Management Limited. The

components of the acquisition cost were;

Entity Notes

Date Consideration
Acquired $'000

Abacus Storage Funds Management Limited
Total consideration

Net assets of the controlied entities at acquisition date:

Cash

Receivables

Other financial assels
Payables

Other liabilifies/provisions

Net cash effect

Cash consideration paid

Cash included in net assets acquired

Cash paid for purchase of controlled entities as reflected in the
combined financial report

31-May-05
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COMBINED
Jun-05 Jun-04
$'000 $000

24. CAPITAL AND EXPENDITURE COMMITMENTS

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

joint venture proiects to an aggregate amount of, 17,0586

Other persons

{a) Projected expenditure cutlay to complete the

refurbishment of the properiy at 108 Pitt Street, Sydney 1,815

{b} Unused portion of the loan facilities to cutside parties -

25. EMPLOYEE ENTITLEMENTS

The aggregate employee entitlement liability is

comprised of:

- provisions {current) 293

- provisions {(non-current) 397
680

26. EARNINGS PER STAPLED SECURITY

The following reflects the income and stapled securities data used in the calculation of basic

and diluted earnings per share:

Net profit attributable to members

Weighted average number of stapled securities

Jun-05 Jun-04
$'000 $000
34,725

Number of stapled securities
Jun-05 Jun-04

'000 000

270,420

27. SUBSEQUENT EVENTS

On 10 August 2005, the Group completed a capital raising of $55.0 million and issued
approximately 42.8 million securities.  Of the total $55.0 million capital raised, approximately
$3.7 million has been allocated to Abacus Group Holdings Limited and $51.3 million allocated to
Abacus Trust.

During August 2005, the Group completed the acquisition of the initial portfolio of storage facility
assets by the Abacus Storage Fund. To assist with the settlement of assets and to provide short
term working capital, AGHL, through an associated entity, advanced approximately $40 million
ahead of raising capital from external investors.

Other than as disclosed already in this report, there has been no matter or circumstance that
has arisen since the end of the financial year that has significantly affected, or may effect, the
Group’s operations in future financial years, the results of those operations or the Group’s state
of affairs in future financial years.
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28. DIRECTOR AND EXECUTIVE DISCLOSURES
{a} Remuneration of Non-Executive Directors

The remuneration policy for Non-Executive Directors seeks to appropriately remunerate them
for their time, commitment and responsibilities.

Non-executive directors are paid a directors fee and do not receive any retirement benefits
{other than superannuation which is inclusive in the directors fee) or performance related
compensation. Where a Non-Executive director serves on the Group’'s Credit Commitiee, they
receive remuneration for this service in addition to a directors fee. The aggregate pool available
for payment of directors fees to Non-Executive Directors of the Group is an amount not to
exceed $165000 {(inclusive of superannuation guarantee contributions). This amount was
applicable at the time of listing in November 2002.

Given the current approved total Non Executive Directors fee pool has been in force since
November 2002, the Directors intend fo propose a change to the directors fee pool to
incorporate a sfructure of a base fee together with fees for service on various Board
committees. it is intended that security holders will be asked to approve an increase in directors’
fees at the next Annual General Meeting of the Group.

{b) Remuneration of Executive Directors and Senior Executives
Executive Employment Contracis

On 1 October 2002, the Group entered into a thirty three month executive employment contract
with an Executive Director, F.M Wolf, and the Managing Director, D.J. Bastian. The agreement
stipulates the starting base salary, allows for annual review and inflation adjusiment and
provides for short term incentive payments in addition to the executive’s base salary at the
discretion of the Board. The agreements expired on 30 June 2005 and new agreements are in
the process of being negoliated.

There are no other execulive service agreements.

Executive pay

The Board's policy on Executive pay is to ensure remuneration is reasonable, competitive,
motivating and appropriate for the resulis delivered. The Remuneration and Nomination
Committee takes external advice in iis deliberations.

The current remuneration structure has two components, the combination of which comprises
the Executive's total remuneration:

» base pay & benefits (fixed); and
» short term incentive (variable "at rigk™}

There is currently no long term incentive structure or program in place. The total remuneration
package seeks to provide an appropriate mix of base salary with short ferm incentive.

(i) Base Pay

Executives are offered a base pay that comprises the fixed component of their total
remuneration. Subject o meeting minimum Superannuation Guarantee obligations,
Executives are able to nominate the mix between cash and superannuation contributions.

Base salary is set by reference to the Executives position, experience and performance.
The Group aims to ensure base salaries are competilive in the market. Base salaries are
reviewed annually having regard to individual and Group performance and external market
conditions.

The base pay of Executive Directors and senior executives are reviewed and approved by
the Remuneration & Nominations Committee.
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28. DIRECTOR AND EXECUTIVE DISCLOSURES continued

Executive pay continued

(ii) Short Term incentives

At the discretion of the Board, execuiives and senior managers may receive short ferm
incentive payments based on reference fo a variety of measures, both financial and non-
financial. These measures primarily include Group profitability targets, returns to security
holders and certain key performance indicators such as assets under management.

The Board considers that performance linked objectives that have an operational and
fingncial impact focus are best suited to the outcomes desired by security holders. Non-
financial measures are also taken info account.

The actual level of short term incentive payments awarded to each Executive at the end of
each year is determined by reference to achievement of the targets and the extent to which
executives were able to contribute to such achievement.

in awarding short ferm incentives for the 2006 financial year, the directors intend fo make
the performance indicators more specific to individuals and their contribution to the Group’s

resylts.

{c} Details of Specified Directors and Specified Executives

(i) Specified Direclors

Mr John Thame
Dr Frank YWoif

Mr David Bastan
Mr Dennis Bluth
Mr Phillip Green
Mr Malcolm trving
Mr Len Lloyd

(ii} Specified Execiiives

J L'Estrange
S O’Donoghue
P Strain

K Kiichen

C Bibby

Chairman
Deputy Chairman (Executive)
Managing Director
Director {(non-executive)
Director {non-executive)
Director (non-executive}
Executive Director (AGHL)

General Manager ~ Properly Finance

Chief Financial Officer and Company Secretary
General Manager — Leasing and Administration
General Manager — Distribution
General Counsel

{d) Remuneration of Directors

The remuneration of Directors for the year ended 30 June 2005 is set out below:

Saiary Cash Super- 2005

& Fees Bonus annuation Total
J Thame 686,320 - 8,560 72,880
D Bluth 33,320 - 3,285 38815
P Green 26,528 - 2,622 29,150
M Irving 29,150 - - 29,150
F Wolf 551,250 400,000 - 851,250
D Bastian 484 540 250,000 11,585 746,125
L Lioyd ! 169,500 60,000 51,000 280,500
Total 1,360,608 710,000 75,062 2,145,670

{1V L Lloyd iz a director of Abacus Group Holgings Limited only.
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28. DIRECTOR AND EXECUTIVE DISCLOSURES continued

The remuneration of Directors for the year ended 30 June 2004 is set out below:

Salary Cash Super- 2004

& Fees Bonus annuation Total
J Thame 85,793 7,087 72,880
D Bluth 30,5627 3,288 33,816
P Green 26,317 2,835 29,152
M lrving 29,152 - - 29,152
F Wolf 525,000 350,000 - 875,000
D Bastian 481,428 250,000 11,002 722,500
L Lioyd ! 150,000 20,000 60,000 230,000
Total 1,288,217 620,000 84,213 1,992,500

{1V L Lloyd iz a director of Abacus Group Holgings Limited only.

{e} Remuneration of Specified Executives

The remuneration of Specified Execulives for the year ended 30 June 2005 is set out below:

Salary

& Fees
J L'Estrange 186,814
S O'Donoghue 188,004
K Kiichen 194,414
P Strain 173,414
C Bibby 158,414

{i} Commenced employment in September
2004,

Cash
Bonus

100,000
65,000
56,000
60,000

30,000

Superan-
auation

28,088
12,058
11,586
11,586

11,586

2005
Total

325,000
265962
262,000
245,000

200,000

The remuneration of Specified Execulives for the year ended 30 June 2004 is set out below:

Saiary

& Fees
J U'Estrange 184,293
R Hil 193,748
K Kitchen 145,498
F Strain 153,435
C Bibby 145,498

Cash
Bonus

50,600

25,000
20,000

15,000

Superan-
nuation

11,002
11,002

11,002
11,002

11,002

2004
Total

255,295
204,750

182,500
184,437

172,500
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28. DIRECTOR AND EXECUTIVE DISCLOSURES continued

{f) Security holdings of Specified Directors and Specified Executives

Securities held in Baiance Net Change Balance
Abacus Property Group 1 July 04 Other 30 June 05
{number)

Specified Directors

J Thame 35,000 8,000 43,000
F wWolf 6,806,046 12,000 6,818,048
D Bastian 7,040,000 - 7,040,000
P Green 9,386,930 - 9,366,930
M lrving 20,000 4,000 24,000
Specified Executives

P Strain 10,060 - 10,000
K Kitchen 13,492 - 13,492
C Bibby 4,560 4,000 8,500
Total 23,285,968 28,000 23,323,968

All equity fransactions with specified directors and specified executives have been entered into
under terms and conditions no more favourabie than those the entity would have adopted if
dealing at arm’s length.

Director fransactions

Directors of the consolidated entity and directors of its related parties, or their director-related
entifies, conduct fransactions with entifies within the consolidated entity that occur within a
normal employee, customer or supplier relationship on terms and conditions no more favourable
than those with which it is reascnable {0 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 2005 directors received distributions from the controlled entity
on their stapled securifies in the Abacus Property Group and on their investment in various
Trusts managed by Abacus Funds Management Limited (AFML) as Responsible Entity.

Director-related entity transactions

Abbott Tout was paid $8.57 million (2004: $0.38 million) for legal services relating fo corporate
issues, lease 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).

During the year FSP Group Pty Limited was paid $0.2 million (2004: $0.3 million} for rental of

office premises and for telephone and electricity charges. Dr Wolf, Mr Bastian and Mr. Green
are directors of AFML, AGHL and 5P Group Ply Limited.

47



ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

29. RELATED PARTY DISCLOSURES
Wholiy-owned group transactions

Loans made by Abacus Trust to AGHL and its subsidiaries amounted to $180.0 million including
interest repayable on or before 30 June 2008. Interest is currently charged at 10% per annum
{2004 14%).

In accordance 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 $2.1 million (2004: $1.3 million).

Related party transactions

AFML received $0.4 million {2004 $0.8 million) in asset management fees and compliance cost
recoveries from various frusts where AFML is the Responsible Entity. Abacus Property Services
Pty Limited received $0.2 million (2004: $0.6 million} in property management fees and salary
recoveries from the same trusts. During the year AFML received $0.9 million ($2004: $0.80
million) in management fees from joint ventures in which the Group had interests.

Abacus Funds Management Limited and ifs subsidiary Abacus Property Services Ply Limited
were paid fees in relafion to properly acquisitions, project and property management,
prospectus raising and other services during the year by Abacus Diversified Income Fund
{ADIF} in the total amount of $4.8 million (2004. $2.2 million). AFML is the responsible entity of
ADIF.

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

Custodian

The Custedian of the Trust is Perpetuat Trustee Company Limited. The Custodian is entitled to z fee
equal to 0.015% of the gross asset value of the Abacus Trust subject 0 2 minimum fee of $20,000
p.2. The custodian was paid a fee of $0.08 millian for the year ended 30 June 2005 (2004: $0.05
million).

Notes COMBINED
Jun-058 Jun-04

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 107,400
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31. SEGMENT INFORMATION

The consolidated entity operates within three business segmenis within the property industry,
being property rental and sales, other property-based investments and funds managemeni. The
property rental and sales operations comprise the leasing and maintenance of commercial,
retail and industrial properties and the conversion of commercial properties intc commercial
strata units intended for sale. The other property-based investments comprise mortgage lending
and investment in joint venture activiies and in securities of other listed and uniisted property
frusts. Funds management comprise properly and funds management and other consulling
activities. Revenue is derived from property rentals, inferest, fees and property sales.

Property Other property- Funds
Rental & Sales based investments Management Totat
Jun-05  Jun-04  Jun-85  Jun-04 Jun-05 Jun-04  Jun-05 Jun-04

$'000

Segment revenue:
Revenue from customers

outside the Group 122,174

Interest revenue

Total aggregated revenue 122,981

Segment resulis:
Segment result
Interest income
income tax
Borrowing costs

Group net profit

Segment assels:
Segment assets 415,853
206

416,058

Unallocated assets

Segment liabitities:

Segment liabilities 4,086
interest-bearing ioans 101,235
Tax liabilities (123)

8,117
113,315

Unallocated liabilities

Other segment information
Acqulisition of controlled
entities
Depreciation and

amortisation 2,014
Non-cash expenses other

than depreciation and

amortisation 449
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31. SEGMENT INFORMATION continued

Segment accouniing policies and segment location

The segment accounting policies are the same as the Group’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. The Group operates wholly within Australia except
for an investment of approximately $3 million in associated entities in the United Kingdom.

32. FINANCIAL INSTRUMENTS

{a} Interest rate risk exposures

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

Non- Total  Weighted

Finangial Floating Fixed interest rate maturing in:  interest Carrying average

instruments interest >1t05 effective
rate =<iyear vyears >byears bearing Amount interest

2005 $'000 $'000 $000 $'000 $000 $000 rate

Financial Asseis

Cash at bank 4,417 - - - 4,417 532%

Receivables 132

- 19,954 20,086 513%

Other assels - 98,309 71,180 - - 168,489 13.03%
4,417 98441 71,180 - 19,854 193,992

Financial Liabilities
Payables - - - - 5528 5,528 -
Bank loans 172,764 - - - -~ 172,764 6.66%
inferest rate swaps {162,850} 21,000 31,850 110,000 - - 7.04%
Distribution payable 9,042 9,042 -

9,814 21,000 31,850 110,000 15470 188,234

Non- Total Weighted
Floating Fixed interest rate maturing in:  interest Carrying average

interest >1t05 effective
rate =<iyear vyears >5years bearing Amount interest
2004 $'000 $'000 $000 $'000 $000 $000 rate
Financial Asseis
Cash at bank 24,367 - - - - 24,367 4.91%
Receivables - 132 - 28,257 28,389 515%
Other assels - 55440 45,726 - - 101,166 13.74%
24,367 55572 45,726 - 28,257 153922
Financial Liabilities
Payables - - - - 3,308 3,396 -
Bank loans 101,235 - - - - 101,235 8.41%
interest rate swaps (93,850} - 93,850 - - 7.35%
Cistribution payable - - - 8,117 8,117 -
7,385 - 93,850 - 11,513 112,748
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32, FINANCIAL INSTRUMENTS continued
{b) Credit risk exposures

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

The combined entity’s maximum exposure to credif risk at reporting date in relation fo 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 liabilities

Recognised financial instruments

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

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

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

Long-term bank borrowings and debertures: 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 remaining maturity and security plus cosis expected to be incurred were
the liability setiled.

Non-current investments/securities: A reasonable estimate of the fair value is determined by
reference o the current market value 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 Combined
financial positicn net fair value
2005 2004 2005 2004

$'000 $'000 $'000 $060C

Financial liabilities
Bank loans 101,138

inferest rate swaps 1,975

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

Unrecognised financial instruments

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

51



ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

33. LEASES

All the properties owned by the combined entity are leased fo third parties under operating
leases at 30 June 2005. Lease terms vary between ienanis.

COMBINED
Jun-05 Jun-04
* 0 $000

Future minimum rental revenues under
non-cancellable cperating leases at
30 June 2005 are as follows:

- not later than one year 11,270
- later than one year and not later than five years 27,622
- later than five years 10,573
Total 49,465

34. COMMITMENTS AND CONTINGENCIES

In addition to the commitments set out in Note 24, the Group has provided guarantees fo
outside parties, including banks as additional security for Group and related entity bank loans,
for an aggregate amount of $60.8 million.

35. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS (AIFRS)

Abacus Property Group has identified key areas impacted by AIFRS and is currently in the final
stages of quantifying those impacts.

The opening AIFRS balance sheet as at 1 July 2004 has been completed and will form the
basis of accounting under AIFRS in the future and is required for the preparation of Abacus
Property Group’s first fully compliant financial statements for the half year ending 31 December
2005.

Set out below are the key areas where accounting policies are expected to change on adoption
of AIFRS including the estimated financial impacts to fotal equity as at transition date and 30
June 2005 and on net profit for the year ended 30 June 2005. The actual effects of transition to
International Financial Reporiing Standards (IFRS) may differ from these estimates when
implementation is finalised due to (@) ongoing work being undertaken on AIFRS; (b} potential
amendments to AIFRSs and Interpretations thereof being issued by the standard-setters and
IFRIC; and {c} emerging accepted industry practice in the interpretation and application of
AIFRS and UIG Inferpretations.
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35. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS (AIFRS) continued
{a} Reconciliation of equity as presented under AGAAP to that under AIFRS

COMBINED
30-Jun-05  1-Jui-04
Notes ) 3000
Total equity under AGAAP 302,744
Adjustment to retained earnings (net of tax}
Write-back of goodwill amoriisation (i} -
Transfer of asset revaluation reserve to retained
earnings {ii} (26,398)
Transfer of asset revaluation reserve to retained
earnings {ii} 26,398
Amortisation of lease incentives {iii} 413
Reversal of prcfits on sales settled after 30 June {iv) {2,993}
Adjustment o income tax expense (V) 807
Total equity under AIFRS 300,971

(i} Under AASB 3 Business Combinations goodwill would not be amortised but would be subject
to annual {or more frequent} impairment testing under AASB 136 Impairment of Assels.
Currently, the Group amoriises goodwill over ifs useful life estimated at 20 years. The Group
has elected not to apply the Standard retrospectively in accordance with the exemption
provided in AASB 1 First-time Adoption of Ausiralian Equivalents fo International Financial
Reporting Standards and hence the goodwill amortised in prior years would not be written back
as at the date of fransition. UIG 1013 likewise prohibits the election {o apply the Standard
retrospectively for listed entities whose securities are stapled.

{iiy Under AASB 140 Investment Property, if investiment properties are measured at fair value,
gains or losses arising from changes in fair value will be recognised in profit or loss for the
period in which they arise. The Group infends to value ifs investment properties at fair value
adhering fo the standard.

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

{iii) Under AASB 117 Leases and UIG Interpretation 115 lease incentives irrespective of nature
or form or timing of payments should be amortised over the lease term. The Group currently
amortises lease incentives with the exception of rent-free and rental abatements which when
recognised and amortised would increase income in earlier periods.

{iv) Under AASB 118 Revenue the revenue recognition criteria in the sale of goods include
requirements that the entity has fransferred fo the buyer the significant risks and rewards of
ownership of the goods and that the entity retains neither continuing managerial involvement fo
the degree usually associated with ownership nor effective control over the goods. Sale of
investment properties is currently recognised as income on exchange of unconditional contract
of sale. AASB 118 would effectively delay recognition of revenue to sefilement date.

{v} Under AASB 112 /ncome Taxes, income fax would be calculated using the balance sheet
liability method, rather than e current income statement method, which recognises deferred
tax balances where there is a difference between the carrying amount of an asset or a liabiliy
and iis tax base. This results in the recognition of a deferred tax liability in relation to the
company’s revalued assets. The Trust will continue to not recognise tax assets and tax liabilities
as it is will not be liable for {ax if all taxable income is distributed fo security holders.

53



ABACUS PROPERTY GROUP

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

35. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS (AIFRS) continued
{a} Reconciliation of equity as presented under AGAAP to that under AIFRS continued

The above changes will resuit in a decrease in deferred tax liability as follows:

COMBINED
Jun-05 1-Jul-04

$'000 $'000
: 807

Retained earnings (i-v)
Reserves
increase/(decrease) in tax deferred liability

{b) Reconciliation of net profit under AGAAP to that under AIFRS

COMBINED

30-Jun-05

Notes $'000

Net profit reported under AGAAP 39,784
Write-back of goodwill amoriisation {i) 1,775
Amortisation of leasing incentives {ii} 480
Reversal of profits on sales settled after year end {iii} {1,800}
Revaluation of invesiment properties {iv) 12,059
Adiustment to income fax expense {v) 133
Net profit under AIFRS 52,631

{i} Under AASB 3 Business Combinations goodwill would not be amortised but would be subject
to annual {or more frequent} impairment testing under AASB 136 Impairment of Assels.
Currently, the Group amoriises goodwill over ifs useful life estimated at 20 years. The Group
has elected not to apply the Standard retrospectively in accordance with the exemption
provided in AASB 1 First-time Adoption of Australian Equivalents to Infternational Financial
Reporting Standards and hence only the goodwill amortised during the current year would be
written back. LG 1013 likewise prohibits the election to apply the Standard retrospectively for
listed entities whose securities are stapled.

{iiy Under AASB 117 Leases and UIG interpretation 115 lease incentives irrespective of nature
or form or timing of payments should be amortised over the lease term. The Group currently
amortises lease incentives with the exception of rent-free and rental abatements which when
recognised and amortised would increase income in earlier periods.

{iii} Under AASB 118 Revenue the revenue recognition criteria in the sale of goods include
requirements that the entity has fransferred fo the buyer the significant risks and rewards of
ownership of the goods and that the entity retains neither continuing managerial involvement fo
the degree usually associated with ownership nor effeclive control over the goods. Sale of
investment properties is currently recognised as income on exchange of unconditional contract
of sale. Profits derived from sales settled after 30 June 2005 would have to be adjusted and
recognised on settlement fo occur in the following year.
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35, IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO {FRS (AIFRS) continued
{b) Reconciliation of net profit under AGAAP to that under AIFRS continued

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

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

{v} Under AASB 112 /ncome Taxes, income fax would be calculated using the balance sheet
liability method, rather than the current income statement method, which recognises deferred
tax balances where there is a difference between the carrying amount of an asset or a liabilily
and iis tax base. This results in the recognition of a deferred tax liability in relation to the
company’s revalued assets. The Trust will continue to not recognise tax assets and tax liabilities
as it is will not be liable for {ax if all taxable income is distributed fo security holders.

{c} Restated AIFRS Statement of Cash Fiows for the year ended 30 June 2008

No material impacis to the cash flows have been identified on transition to AIFRS.

{d) Impact of Other Standards

{i} Under AASB 132 Financial Instrumenis: Disclosure and Presentation and AASB 139
Financial instruments: Recognition and Measurement, financial assets will be classified as
either held for trading, held-to-maturity, available for sale or loans and receivables. Depending
on the classification, assets will be measured at fair value or amortised cost. Loans and
receivables originated by the entity and not held for trading would be accounted for at amortised
cost using the effective interest method.

The Group also has derivative instruments in the form of interest rate swaps which under the
new Standards would have to be taken up in the balance sheet at fair value. At 30 June 2005
the Group’'s interest rate swap agreements with the banks were valued at $4.9 million. This
would decrease retained earnings by that amount at 1 July 2005.

Under AASB 132 “Financial Instruments: Disclosures and Presentation” contractual obligations
are regarded as liabilities if a trust's unitholders have the ability to redeem units from the
scheme. In the absence of changes to constitution, all Trust unitholders’ funds will be
recognised as liabilities of the Trust rather than as equity. The resuli of this would be fo reduce
net assets of the Trust fo zero. As distributions paid and payable make up a proportion of
unitholders’ fund, they would be classified as interest expense in the Statement of Financial
Performance.

Units in trusts with fixed lives may be classified as debis instead of equity under IFRS. To
ensure the Trust is able {o continue to classify the units as equity, any necessary amendments
to the Trust's constitution will be made. On 8 June 2005, ASIC issued Class Order 05/5686 giving
relief o facilitate changes to constitutions of listed and unlisted registered schemes that are not
subject to mandatory redemption requirement to remove their limited lives without requiring a
special resolution of members. The Responsible Entity is now completing the changes to the
Trust's constitution and the members will be notified accordingly.

The Group decided to apply the exemption provided in AASB 1 First Time Adoption of
Australian Eguivalents fo international Financial Reporting Standards as amended by AASB
2005-4 which permits entities not to apply the requirements of AASB 132 Financial Instruments:
Presentafion and Disclosures and AASB 138 Financial Instruments: Recognition and
Measurement for the financial year ended 30 June 2005. The standards will be applied from 1
July 2005.
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35. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO {FRS (AIFRS) continued

{d) Impact of Other Standards continued

{iiy Under AASB 136 Impairment of Assets the recoverable amount of an asset is determined as
the higher of its net selling price and value in use. The Group’s current accounting policy is to
determine the recoverable amount of an asset on the basis of discounted cash flows. The
Group’s assets including goodwill were tested for impairment on transition and each subsequent
reporting date as part of the cash generating unit to which they belong. This resulted in no
impairment losses during the year.

{iii) Under UIG interpretation 1013 Consolidated Financial Reports in relation fo Pre-Date-of-
Transition Stapling Arrangements at the date of transition, one of the combining entities shall be
identified as the parent for the purpose of preparing consclidated financial reporis by combining
the financial reports of the entities whose securities are stapled. The combined balance sheet
shall present the combined equity of the stapled securifies as equity without identifying any
minonity interests. AASB 127 Consolidated and Separate Financial Statements will be applied
subsequently in preparing the Group’s financial reports.

The Group has identified Abacus Group Holdings Limited as the parent entity and the
consolidated financial reports beginning from half year ending 31 December 2005 will be under
the Company’s name. Abacus Trust being a managed investment scheme will continue to
prepare its own financial reports.

{iv) The financial impact of AIFRS is not expected to affect the distribution policy of the Group. it
has been the policy of the Group to align distribution to earned income as closely as possible so
that in future, in determining distributable income any material non-cash income or expense
items will be excluded in the calculation of disiributable profits. The Group will specifically
account for non-cash income or expense items arising from siraight-lining of fixed rental
increases, amortisation of lease incentives, revaluation movements, mark to market valuation of
its derivatives and the effects of any cther amoriisation of assets.

A reconciliation of net profit after fax to diskribuiable profits will be a requirement prior to
providing for or declaring any distribution. In similar manner, retained earnings will be examined
and for internal purposes may have to be categorised to ensure that distributions are paid from
distributable profits.
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DIRECTORS’ DECLARATION

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

{1} in the opinion of the directors:

(a) the financial statements and notes of the Group are in accordance with the
Corporations Act 2001, including:

{iy giving a true and fair view of the Group’s financial position as at 30 June 2005
and of its performance for the year ended on that date; and

(i} complying with Accounting Standards and Corporations Reguiations 2001; and

(b) there are reasonable grounds to believe that the Group will be able to pay its
debts as and when they become due and payable.

{2) this declaration has been made after receiving the declarations required tc be made to the
directors in accordance with section 295A of the Corporations Act 2001 for the financial
year ending 30 June 2005,

On behalf of the Board

A
John Thame David Bastian
Chairman Managing Director

Sydney, 13 September 2005
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Auditor’s Independence Declaration to the Directors of Abacus Property
Group

In relation to our audit of the financial report of Abacus Property Group for the year ended 30 June
2003, to the best of my knowledge and belief, there have been no contraventions of the auditor
independence requirements of the Corporations Act 2001 or any applicable code of professional
conduct,

Al ¢ Gy

Brast & Young  J

Mark O'Sullivan
Partner
Syehey

15 September 2003
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Independent audit report to stapled security-hiolders of Abacus Property Group

Scape

The financiad report and divecters’ responsibifity

The financial report conprises the statement of financial position, statement of financial
performance, statement of cashi flows, accompanyiog notes to the financial starerens, and the
divectors’ declaration for Abseus Property Group, consisting of the agprepated financial statements
of Abacus Group Holdings Limited and Abacus Trust and the entities they controlled ag at 38 June
2005 or during the vear ended on that date {“the aggrepated entity’}.

The divectors of Abacus Group Holdings Limited and Abaous Funds Management Limited, the
Responsible Entity of the Trust are responsible-for preparing a financial teport and the additional
disclosures that gives a true and fair view of the financial position and performance of the
ageregaied entity, and that complies with Acoounting Standards in Australia, in accordance with the
Carporations der 2004, This includes responsibility for the maintenance of adeguate accounting
records and infernal controls that are designed Lo prevent and detect frand and error, and for the
accounting policies and accounting estimates inkerent in the financial report,

Avdit approach

We conducted an independent audit of the financial report in order to express an opinion on them {o
the stapled security-holders of the aggregated entity. Our andit was conducted in accordance with
Australian Auditing Stendards in order to provide reasonable assurance as to whether the financial
report is fiee of material misstatement. The nature of an sudit is influenced by Factors such as the
uge of professional judgement, selective testing, the inherent Hmitations of internal controd, and the
availability of persussive rather than comelusive evidence. Therefore, an sudil cannot guarantee that
atl malérial misstaternents have been detected.

We performed procedures 1o sssess whether In all matertal respects the financia reporl present
fairly, In accordance with the Corporations Act 2000, including compliance with Accounting
Standards in Australia, and other mandatory finaneial reporting requirements in Australia,  view
which is consistent with our understanding of the nggregated entities Snsneial position, wnd of their
periormance as represenied by the results of tieir operations and cash flows,

We formed our audit opinion on the basis of these procedures, which included:

® examining, on atest basks, information fo provide evidence supporting the amounts and
disclosures in the financinl report; and

s assessing the appropriateness of the accounting policles and dischsares used and the
reasonableness of significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting
when determirdng the mature and extent of our procedures, our sadit was not designed fo provide
assurance on interrst controls,

We performed procedures w assess whether the subsiance of business transactions was acourately
retlected in the financial report. These and our othey procedures did not include consideration or

judgement of the appropriateness or reasenableness of the business plans or strategies adopted hy
the dircetors and management of the apgregated entiry.
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Independence

We are independent of the aggregated entity, and have met the independence requirements of
Auslralian professional ethical pronouncements and the Corporarions Act 2001, We have given t©
the directors of the agerepated entity a wriften Auditor’s Independence Declaration, a copy of
which i included in the Directors’ Report,

Aundit opinion
In our opinion, the financial report of Abacus Property Group is in accordance with:
{a} the Corporations Aer 2001, mcluding:
(i) giving a true and fair view of the financial position of Abacus Group Property at 30
June 2005 and of thelr performance for the year ended on that date; and
(it} complying with Accounting Standards in Australia and the Corporations
Repedotions 2001 and
{(my  other mandatory financial reporting requirements in Aunstralia,

Mark €' Sullivan o
Partner

Svdney
1’8 September 2005
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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

The board has adopted a formal charier detailing its functions and responsibilifies. Primary
responsibilities are the provision of strategic guidance for the Group and the effective oversight
of management. Parficular 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 were four meetings 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.

The board has a policy limiting trading in Abacus Property Group securifies by directors to the
six-week period commencing two business days after half-year and full-year results are
announced. Exceptions are imited to participation in a distribution reinvestment plan or a
security purchase plan that may be offered from ime to time.

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 5 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 committee met 4 times during the year.

In addition to the work of the compliance manager and compliance commiitee, the Group's
compliance program is audited annually by an external audifor, currently Ernst & Young.

Review of lending proposals

New secured lending proposals which may be taken up by the Abacus Morigage Fund or by a
trust under Abacus management are evaluated by the credit 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 two exiernal members (who are not directors):

Dennis Bluth {chairman)

Frank Wolf

David Bastian

David Brodie External member
Graham Broome External member

This commiftee met 31 times during the year.
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 parficular projects. During the year under review,
there were 8 due diligence committee meetings, with all members aftending all meetfings.

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 fo the
board charter, which has been posted fo the Abacus Property Group website.



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:

Malcolm irving (chairman)
John Thame
Dennis Bluth

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.

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 2005.

Number of holders of ordinary fully paid stapled securities 6,275
Voting rights atiached to ordinary fully paid stapled securities one vote per stapled security
Number of holders holding less than a marketable parcel of 8

ordinary fully paid stapled securities

Secretary, Abacus Funds Management Limited

Secretary, Abacus Group Holdings Limited Sean O'Donoghue
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

Substantial Security-holder Notifications

Security-holders Number of Securities

LIBS Nominees Pty Ltd 29,821,651

Deutsche Bank Group 17,387,296




Securities Register

Number of Securities Number of Security-holders
1-1000 48
1001-5000 387
5001-10000 928
10001-1000060 4,729
100061 - over 185

Top 20 Largest Security-holdings

Number of % of issued

Security-holders Securities Securities
1 Australian Executor Trustees Limited 45,528 204 11.81
2 National Nominees Limited 40,984,664 10.63
3  ANZ Nominees Limited <Cash Income A/C> 30,548,148 7.92
4  Westpac Custodian Nominees Limited 20,605,426 535
5 RBC Global Services Australia Nominees Pty Ltd <BKCUST A/C> 13,338,940 3.46
6 J P Morgan Nominees Australia Limited 13,014,189 3.38
7  RBC Global Services Australia Nominees Pty Lid <MLCI A/C> 7,131,819 1.85
§ Avanteos investments Limited <FSP Super Fund A/C> 4,724,077 1.23
9  Assetinsure Pty Ltd 4 683,485 1.21
10 Craig Securities (No. 2) Pty Limited 3,300,000 .86
11 Kendall Securities (No. 2} Pty Limiied 3,300,000 .86
12 Pluteus {(No. 184} Pty Limited 2,730,646 0.71
13 Cogent Nominees Pty Limited 2,300,724 0.80
14 F M Wolf Pty Limited 2,200,600 0.57
15 Citicorp Nominees Pty Limited 1,984,524 0.52
16 Castilecrag Investments (No. 2} Pty Limited 1,886,800 .49
17 Citicorp Nominees Pty Limited <CFSIL Cwith Property 6 A/C> 1,767,490 0.48
18 MLEQ Nominees Pty Limited <Unpaid{ A/C> 1,700,000 0.44
19  Avanteos investments Limited <Avanteos Super Fund No 2 A/C> 1,583,276 .41
20 RBC Global Services Australia Nominees Pty Lid <GSJBW A/C> 1,408,669 0.37
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It is recommended that this Annual Financial Report should be read in conjunction with the
Annual Financial Reporis of Abacus Property Group and Abacus Group Holdings Limited as at
30 June 2005. it is also recommended that the report be considered fogether with any public
pronouncements made by the Abacus Property Group in accordance with its continuous
disclosure obligations arising under the Corporations Act 2001.



ABACUS TRUST

DIRECTORS’ REPORT
30 June 2005

The Direclors of Abacus Funds Management Limited (Abacus), Responsible Entity of the
Abacus Trust, (AT or the "Trust”) submit their report for the Trust for the year ended 30 June
2005,

DIRECTORS

The Directors of Abacus Funds Management Limited, the Responsible Entity of the Abacus
Trust in office at all imes during the financial year and until the date of this report are set out
below:

John Thame Chairman {Non-executive)

Frank Wolf Deputy Chairman (Executive)

David Bastian Managing Director

Dennis Bluth Non-executive Director

Phillip Green Non-executive Director

Malcolm irving Non-executive Director
PRINCIPAL ACTIVITIES

The principal activities of the Trust during the course of the financial year was investment in
commercial, retail and industrial properties and mortgage lending.

TRUST iNFORMATION

Abacus Trust is an Australian regisiered scheme. Abacus Funds Management Limited, the
Responsible Entity of Abacus Trust, is incorporated and domiciled in Australia. Abacus Funds
Management Limited is a wholly owned subsidiary of Abacus Group Holdings Limited.

The registered office and principal place of business of Abacus Trust and Abacus Funds
Management Limited is located at Level 34 Australia Square, 284-278 George Sireetl, Sydney
NSW 2000.

At balance date Abacus Trust had nil employees (2004: nil).

OPERATING PROFIT

Abacus Trust earned a net profit attributable to unitholders of $37.3 million for the year ended
30 June 2005 (30 June 2004: $35.4 million). This represents an increase of 5.4% over the
previous financial year.

EARNINGS PER UNIT

Year ended Year ended

30 June 2005 30 June 2004

cenis cents

Basic earnings per unit 11.63 13.08

Earnings per unit were affected by the time lag between raising additional capital during the
year and the effective investment of that capital.
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DISTRIBUTIONS

Abacus Trust paid cash distribution to unitholders of $35.1 million {11.5 cents per unit) during
the year ended 30 June 2005 (2004 529.3 million; 10.85 cents per unit). in addition, a
distribution of $9.9 million (2.9 cents per unit) was declared and provided for in respect of the
quarter ended 30 June 2005. The Abacus Trust funded all distributions to stapled security
holders for the year ended 30 June 2005.

The full year distribution of 11.40 cents per stapled security reflects a 3.4% increase after the
deduction of the extraordinary distribution of 0.2 cents due to the need to disiribute all the
taxable income of the Trust for the year ended 30 June 2004.

Distributions in respect of the year ended 30 June 2005 were paid to unitholders as follows:

Cents $°000
Interim distribution paid 10 November 2004 2.80 8,328
Interim distribution paid 10 February 2005 2.80 8,727
Interim distribution paid 12 May 2005 2.90 8,942
Final distribution paid 10 August 2005 2.90 8,942
Total 11.40 36,939

REVIEW OF OPERATIONS
Overview

Abacus Trust {AT) and Abacus Group Holdings Limited (AGHL} together make up the listed
entity Abacus Property Group (APG or the ‘Group’). Units in AT and shares in AGHL have been
stapied together so that neither can be dealt with without the other. An APG security consists of
one unit in AT and one share in AGHL. A fransfer, issue or reorganisation of a unit in AT is
accompanied by a transfer, issue or reorganisation of a share in AGHL.

AT holds an investment porifolio of commercial, retail and industrial properties and mortgage
loan investments.

Operating results

During the financial period under review, the Trust achieved strong asset growth in all ifs key
business activities with total assets increasing $180.2 million to $560.4 million at 30 June 2005.

The Group acquired three additional properties for an aggregate $124.3 million,
including

o Liverpool Plaza Shopping Centre in Sydney’s west;
o A B0% interest in Santos House, a commercial tower in Adelaide;
o A commercial building at 50 Miller Street, North Sydney; and

These acquisitions brought the value of the Trust's fotal investment property portfolio to
almost $318 million at 30 June 2005.

The revaluation of seven existing properfies in the porifolio resulted in a net increase of
$12.9 million in the carrying value of investment properties.

The Abacus Morigage Fund increased the size of its mortgage book {including accrued
interest) by $11.8 million to $56.5 million at 30 June 2005 compared to $44.7 million at
30 June 2004. The Funds has an average loan balance of approximately $2 million and
average term of approximately 18-24 months. Loans are provided to both property
developers and investors.
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REVIEW OF OPERATIONS continued
Operating results continued

The Abacus Trust advanced significant funds to Abacus Group Holdings Limited to
support the growth of its funds and property management activities, where asseis
under management (combining assets owned by the Abacus Properly Group and
asseis managed by the Group on behalf of external investors) have grown to
approximately $950 million.

The Abacus Trust provided loan funds to settle acquisitions and provide working capital
in respect of three new managed investment schemes established at the end of the
financial year. As at 30 June 2005, the Abacus Trust had advanced approximaiely $39
million fo associated Group entities in respect of these schemes.

Financial Condition

During the financial year, the contributed equity of the Trust increased $80.1 million to $339.8
million. Capital raisings were made through instituional placements in August 2004 (27.00
million securities at $1.18) and December 2004 (31.18 million securiies at $1.26) and a
Security Purchase Plan for existing shareholders was completed in October 2004 (14.25 million
securities at $1.18). This additional capital was directed towards acquisition of property assets
or for growth of the Group's fund management business {particularly the Abacus Diversified
Income fund and a number of new managed investment schemes).

Total equity increased $93.4 million to $380.6 million at 30 June 2005 compared to $287.2
miflion at 30 June 2004. Net tangible assets per security increased 4.7% to $1.11 at 30 June
2005 compared to $1.08 at 30 June 2004.

As at 30 June 2005, existing loan facilities totalled approximately $183.8 million, of which
$167.8 million was drawn. The Trust manages interest rate exposure on debt facilities through
the use of interest rate swap contracts. At year end, approximately $151.8 million or 90.4% of
interest commitments on drawn facilities were fixed at an average interest rate of 7.07% and
an average term to maturity of 7.2 years.

As noied above, at 30 June 2005, $38 million had been advanced to new schemes where
Abacus is responsible entity. The Trust's net debi gearing ratio (calculated as total interest
bearing liabilities less cash asseis divided by tfotal assets) was 29.7% at 30 June 2005 (15.9%
at 30 June 2004}). The Group's gearing ratic will decrease as capital is raised for our new
managed investment producis and as a result of capifal raised on 10 August 2005 from an
institutional placement of $55 million.

UNITS ON ISSUE

342 836,000 units in Abacus Trust were on issue at 30 June 2005 (2004 270,420,000} Units
on issue increased 72,416,000 {27%) during the year ended 30 June 2005,

FEES PAID TO THE RESPONSIBLE ENTITY AND ASSOCIATES

The Abacus Trust paid 2 management fee out of scheme property to the Responsible Entity of
$1.16 million {2004: $1.0 million) for the year ended 30 June 2005. In addition, Abacus Trust
paid property management fees o an associate of the Responsible Entity, Abacus Property
Services Ply Limited of $0.37 million (2004: $0.33 million} for the year ended 30 June 2005.
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SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

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

financial year:

g Total equity increased by $93.4 million to $380.6 million at 30 June 2005 compared to
$287.2 million at 30 June 2004.

a Acquisition of three additional properties for an aggregate $124.3 million, including
Liverpool Plaza Shopping Centre in Sydney West in August 2004, a 50% interest in
commercial tower Santos House at Adelaide in October 2004 and a commercial building
at 50 Miller Street North Sydney in December 2004.

g Revaluations of properties during the year resulted in a net increase of $12.9 million.

SIGNIFICANT EVENTS AFTER BALANCE DATE

On 10 August 2005, the Group completed a capital raising of $55.0 million and issued
approximately 42.6 million securities at $1.29 per security. Of the fotal $55.0 million capital
raised, an amount of approximately $49.8 million, net of capital raising fees of $1.85 million,
allocated to Abacus Trust.

During August 2005, Abacus Trust exchanged confracts to acquire two additional properties
{adiacent to the Group's Liverpool Plaza Shopping Centre) for an aggregate purchase price of
$7.3 million.

Other than as disclosed already in this report and fo the knowledge of directors, there has been
no other matter or circumstance that has arisen since the end of the financial year that has
significantly affected, or may affect, the Trust's operations in future financial years, the resulis
of those operations or its state of affairs in future financial years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Directors have excluded from this report any other information on the likely developmentis
in the operations of the Trust and the expected results of those operations in future financial
years, as the Directors believe that it would be likely o result in unreasonable prejudice to the
operation of the Trust.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Trust's envircnmental responsibilifies, such as waste removal and water freatment, 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
envircnmental issues have been discovered nor broughi to the board’s attention. There has
been no known significant breaches of any environmental requirements applicable to the Trust.

INDENMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

The Responsible Entity, Abacus Funds Management Limited, has paid an insurance premium
in respect of a contract insuring its directors and full #ime executive officer and secretary. The
terms of this policy prohibit disclosure of the nature of the risks insured or the premium paid.

UNITHOLDERS’ REGISTER

The register of unitholders, during the year ended 30 June 2005, has been drawn up and
maintained so as to give a true account of the unitholders of the Trust.
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OTHER DISCLOSURES

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

AUDITORS INDEPENDENCE DECLARATION

We have obtained an independence declaration from our auditor, Emst & Young and such
declaration is shown on page 32:

ROUNDING

The amounts contained in this report and in the annual financial report have been rounded to
the nearest $1,000 {(where rounding is applicable} under the option available to the group under
ASIC Class Order 98/0100. The Trust is an entity to which the Class Order applies.

Signed in accordance with a resolution of the directors.
Abacus Funds Management Limited (ABN 66 007 415 590}

42
John Thame David J Bastian
Chairman Managing Director

Sydney, 13 September 2005



ABACUS TRUST

CONSOLIDATED STATEMENTS OF FINANCIAL PERFORMANCE

AND DISTRIBUTION
YEAR ENDED 30 June 2005

CONSOLIDATED PARENT ENTITY
Jun-05  Jun-84  Jun-05 Jun-04

Notes 0 $:000 y $000

STATEMENT OF FINANCIAL PERFORMANCE

REVENUE FROM ORDINARY ACTIVITIES 2

Depreciation and amortisation expenses 3
Carrying amount of invesiment properties disposed

Borrowing cosis expense 3
Bad and doubtful debts 3
Other expenses from ordinary activities 3

PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE

NET PROFIT ATTRIBUTABLE TO UNITHOLDERS
OF

ABACUS TRUST
Net increase in asset revaluation reserve 15(a)
Transaction costs on issue of units 14{b)

TOTAL REVENUES, EXPENSES, AND VALUATION
ADJUSTMENTS ATTRIBUTABLE TO

UNITHOLDERS

AND RECOGNISED DIRECTLY IN UNITHOLDERS® FUNDS

TOTAL CHANGES IN EQUITY OTHER THAN THOSE
RESULTING FROM TRANSACTIONS WITH
UNITHOLDERS AS OWNERS

Basic and diluted earnings per unit (cents) 16

STATEMENT OF DISTRIBUTION
Net operating profit from ordinary activities
Net transfer of non-distributable income to/from

unitholders' funds
Distributions paid and payable 4

Distribution per unit {cents per unit)




ABACUS TRUST

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2005

CONSOLIDATED PARENT ENTITY
Jun-05 Jun-04 Jun-05 Jun-04

Notes $'000 $'000 $°000 $000
CURRENT ASSETS
Cash assets 17(b) , 23,402
Receivables 5 111,080
Other financial assels 5] -
Other 7 359
TOTAL CURRENT ASSETS 3 134,821

NON - CURRENT ASSETS

investment properties 8 8,094
Other financial assels g 236,873
Other -
TOTAL NON-CURRENT ASSETS 244,987
TOTAL ASSETS 379,788
CURRENT LIABILITIES

Payables 10

interest bearing liabilities 1

Provisions 12

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES

interest bearing liabilities 13
TOTAL NON-CURRENT LIABWITIES

TOTAL LIABILITIES

NET ASSETS } 287,164

UNITHOLDERS' FUNDS

Contributed equity 14 258,672
Asset revaluation reserve 15(a) 24,745
Undistributed income 15(b} 2,747
TOTAL UNITHOLDERS® FUNDS } 287,184
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CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED 30 June 2005

Notes

CASH FLOWS FROM OPERATING
ACTIVITIES

Rental receipis

Mortgage interest receipis
Bank interest received
Audit fees paid

Responsibie entity fees paid
Custody fees paid
Borrowing cosis

Operating paymenis

NET CASH FLOWS FROM
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING
ACTIVITIES

FPayments for mortgage lending
Proceeds from settlement of mortgage
loans

Advances (to)from subsidiaries
Purchase of investment properties
Cisposal of investment properties
NET CASH FLOWS FROMHUSED IN}
INVESTING

ACTIVITIES

CASH FLOWS FROM FINANCING
ACTIVITIES

Proceeds from issue of units
Repayments of borrowings

Proceeds from borrowings
Distributions paid

NET CASH FLOWS FROMHUSED IN}
FINANCING

ACTIVITIES

NET DECREASE IN CASH HELD
Add opening cash brought forward
CLOSING CASH CARRIED FORWARD

17(a)

Jun-05
$'000

CONSOLIDATED
Jun-04
$000

Jun-05
$'000

PARENT ENTITY

Jun-04
$'000

(136,965)

125,176
11,207
(540)
22,729

21,897

(37,000)
32,600
29,341

33,741

{112)
23,514
23,402




ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a} Basis of accounting

The financial report is & general purpose financial report, which has been prepared in
accordance with the reguirements of the Corporations Act 20071 including applicable Accounting
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 ctherwise stated. During
the year, the method of estimating the provision for doubiful debts has been revised.
Previously the general provision for doubtful debts on mortgage loans was established based
on 5% of loan interest income. in anticipation of adopting Ausiralian equivalents to international
Financial Reporting Standards (AIFRS), the estimate is now based on specific provisions.

{b) Principles of consolidation

The consolidated financial statements include the financial statements of Abacus Trust and iis
controlled entities referred to collectively throughout these financial statements as the
"consclidated entity” or the "Trust’.

Information from the financial statements of subsidiaries is included from the date the parent
entity 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 that part of the reporing
period during which the parent entity has control. Subsidiary acquisitions are accounted for
using the purchase method of accounting.

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

All inter-entily balances and fransactions, including unrealised profils arising from intra-group
transactions, have been eliminated in full. Unrealised losses are eliminated unless costs cannct
be recovered.

{c} Distribution

Distributions to Abacus Property Group stapled security holders were paid by the Abacus Trust.
In accordance with the Constitution of the Abacus Trust, the Trust fully distributes iis
distributable income to unitholders. Distribufions are payable at the end of each quarter. Such
distributions are determined by reference to the taxable income of the Trust. Distributable
income may include capital gains arising from the disposal of invesiments and tax deferred
income. Unrealised gains and losses on invesiments that are recognised as income are
transferred to unitholders' funds and are not assessable and distributable until realised. Capital
losses are not distributed to unitholders but are retained fo be offset against any realised capital
gains. A provision for distribution is recognised in the Statement of Financial Position if the
provision has been declared, determined or publicly recommended prior to balance date.

{d) Cash and cash equivalenis
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 market
investments readily convertible to cash within 2 working days.

10
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{e} Receivables

Trade receivables are recognised and carried at original invoice amount less a provision for
any uncollectible debis. An estimate for doubtful debis is made when collection of the full
amount is no longer probable. 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 accruals basis.

{f} Investment Properties
Cost and valuation

Land and buildings are considered to have the function of an invesiment and are therefore
regarded as a composite asset. Accounting Standard AASB 1021 "Depreciation” does not
require investment properties {0 be depreciated. Accordingly, the buildings and components
thereof (including plant and equipment) are not depreciated. However, invesiment properties
are depreciated for tax purposes prior to the distribution of any taxable income to unitholders.

Investment properties are carried at fair value. independent valuations of investment properties
are obtained at intervals of not more than three years from suitably qualified 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 invesiment property at
each reporiing date to ensure its carrying value does not materially differ from its fair value.
Where necessary, the investment property is revalued fo reflect its fair value being the
amounts which the assets could be exchanged between knowledgeable willing parties in an
arm’s length transaction at the valuation date.

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

Expendifure capitalised {o 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 {o or on leasehold 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.

{q) investments

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

(h) Payables

Payables represent liabilities {o trade and other creditors for goods and services provided to the
consclidated entity, whether or not billed, and are unpaid as at the end of the financial year.
The amounts are non-interest bearing and are normally settled on 30 day ferms.

(i) interest-bearing liabiiities

All loans are measured at the principal amount. interest is charged as an expense as it
accrues.

11
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{j) Contributed equity

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

Any transaction costs arising on the issue of the units are recognised directly in contributed
equity as a reduction of the proceeds received.

(k} Revenue recognition

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. The following specific
recognition criteria must also be met before revenue is recognised:

Operating leases

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

tnvesiment Income

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

interest
Confrol of the right to receive the inferest payment.
Distributions

Confrol of the right to receive the distribution payment.

(I} Leasing Fees

Costs that are directly associated with negotiating and executing the ongoing renewal of {enant
lease agreements (including commissions, legal 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.

{m} Leasing Inceniives

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

{n) Taxes
tncome taxes

Under current income {ax legisiation a frust is not subject to income tax provided the
unitholders are presently entitled to the taxable income of the Trust and the Trust fully
distributes its {axable income.

12
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
{n) Taxes continued

Goods and Services Tax (GST)

Revenues derived and expenses incurred by the Trust are recognised net of the amount of
GST can be recovered from the Australian Taxation Office (ATQ). Amounis recognised as
receivables and payables at balance date include the amount of GST receivable or payable.

Reduced input tax credits (RITC) recoverable by the Trust from the ATO are recognised as
receivables in the statement of Financial Position.

{o) Derivative financial instruments
Interest rate swaps

The consolidated entity enters into inferest rate swap agreements that are used fo convert the
variable interest rate of ifs short-term borrowings {o medium-term fixed interest rates. The
swaps are entered into with the objective of reducing the risk of rising interest rates.

It is the Trust policy not to recognise interest rate swaps in the financial statements. Net
receipls and payments are recognised as an adjustment to interest expense.

{p) Earnings per unit {“EPLU”}

Basic EPU is calculated as net profit attributable to unitholders, adjusied to exclude costs of
servicing equity (other than distributions), divided by the weighted average number of units on
issue enduring the year under review.

{q) Transfers tof{from) unithoiders’ fund

Unrealised gains and losses in the net value of investments, accrued income not yet
assessable and expenses provided for or accrued but not yet deductibie, net capital losses and
tax free or tax deferred income may be transferred to unitholders' funds, and may not included
in the determination of distributions to unithoiders,

{r) Comparatives

Where necessary, comparatives have been reclassified to conform with changes in
presentation in this financial report.
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

Note
s CONSOLIDATED PARENT ENTITY
Jun-05 Jun-04 Jun-05 Jun-04
$'000 $000 $'000 $000

2. REVENUE FROM ORDINARY ACTIVITIES

Revenue from operating activities
Revenue from rental receipis
interest income from mortgage
invesimenis
Fee income from mortgage investments
Revenue from sale of invesiment
properties

Total revenue from operating activities

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

Total revenue from non-operating activities

Total revenue from ordinary activities

Gains
Net gain on disposal of investment properties

3. EXPENSES

Amortisation of non-current assets
Leasehold alterations
Total amortisation of non-current assets

Borrowing costs expensed
inferest expense
Total borrowing costs expensed

Bad and doubtful debis

Other expenses

Property outgoings

Expenses on sales of invesiment properties
Audit fees

Responsibie Entity fees

Custody fees

Other

QOther expenses from ordinary activities
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

Notes CONSQOLIDATED PARENT ENTITY
Jun-05  Jun-04 Jun-05 Jun-04
$'000 $000 $'000 $000

4. DISTRIBUTIONS PAID OR PROVIDED FOR ON
UNITS
{a) Distributions proposed and recognised as a
liability

Distribution (2.20c¢ per unit) {2004: 3.00c)

{b} Distributions paid during the year
(i} Current year interim
Distribution September 2004
Cistribution December 2004
Distribution March 2005

{ii} Previous year final
Distribution {3.00c per unit) {2004:
3.00c)

5. RECEIVABLES
Trade debtors 2,245
Other debtors 121
inter-trust receivables ) 108,694

111,080

Terms and conditions
Terms and conditions relating to the above financial instruments:
Trade and other debtors are non-interest bearing and generally on 30 day terms.

6. OTHER FINANCIAL ASSETS

{CURRENT)

investments in morigage loans - secured {a)
Provision for doubtful debts

{a) Mortgages are secured by real property assets. Repayment dates fall on or before 30 June
20086.

Weighted average interest rate at 30 June 2005 was 16.3% pa (2004:17.8%).

7. QTHER CURRENT ASSETS
Prepaid expenses
Total other current assets
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

8. INVESTMENT PROPERTIES

Cost Consolidated
including value
all independent {note a)

Acquisition addifions valuation Jun-05  Jun-04
Property date $000 date $000 ‘000 $'000
66 Christina Road, Villawood, NSW V 28-May-02 8,084 1-Jan-027,500 8,084
Properties owned by the parent entity, Abacus Trust 8,084
4 Ray Road, Epping, NSwW 30-Apr-07 27,184 30-Jun-0544,000 40,338
431 Glebe Point Road, Glebe, NSW " 23-Bep-97 10,5681 31-Dec-0312,500 12,538
Ashfield Mall, Ashfield, NSW " 15-Sep-97 69,716 30-Jun-0598,700 89,055
10-12 Pike Street, Rydalmere, NSW 1-Oct-98 14,271 30-Jun-0517,000 16,009
CSIRO, Limestone Ave., Campbell, ACT ™ 24-Jun-02 12,8685 30-Jun-0515,200 14,000
Liverpool Plaza, Liverpool, NSW ® 16-Aug-04 31,479 30-Jun-0532,600 -
Santos House, Adelaide, SA 5.0ct-04 54,234 30-Jun-0551,000 .
50 Milier Street, North Sydney, NSW ¥ 17-Dec-04 38,261 30-Jun-0538,600 -
Properties owned by Abacus Trust and iis controlied
entities 180,035

{iy As valued by Knight Frank Pty Limited

(i} As valued by Colliers International Consuitancy and Valuation Pty Lid
(iii) As valued by Urbis Property Consuitanis

(iv) As valued by CB Richard Ellis Pty Ltd

(v} As valued by Savills (NSW) Pty Ltd

The consolidated value at 30 June 2005 includes capital expenditure after the last valuation date. The
investment properties are used as security over the bank loans.

Recongiliations
Recaonciliation of the carrying amounts of investment properties at the beginning and at the end of the
current and previcus financial period:

Consolidated
value
Jun-05  Jun-04
'000 $000
investment properties
Carrying amount at beginning 210,988
Additions 1,850
Net revaluation increments 8,654
Disposals 41,497

180,035
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS

30 June 2005

Notes CONSOLIDATED PARENT ENTITY
Jun-08 Jun-84  Jun-05 Jun-04
$'000 $'000 $'000 $'000

9. OTHER FINANCIAL ASSETS (NON-
CURRENT)

investments in morigage loans - secured
Provision for doubtful debts

Net investment in mortgage loans

interests in subsidiaries

{a) investments in mortgage loans - secured

128,698

128,698

108,175
236,873

The morigages are secured by real property assets. Repayment dates fall between 28 June 2007
and 9 May 2008. Weighted average interest rate at 30 June 2005 was 11% pa {2004:14%).

{b} Interests in subsidiaries
Name

% of equity interest

held by the
Company investment
Jun-05 Jun-04  Jun-05  Jun-04

‘000 $'000

Subsidiaries of the Abacus Trust:
Abacus Glebe Property Trust
Abacus Epping Park Property Trust
Abacus Ashfield Mall Property Trust
Abacus industrial Property Trust
Abacus Campbell Property Trust
Abacus Liverpool Plaza Trust
Abacus Santos House Trust

Abacus Miller Street Trust

Abacus Mortgage Fund

interposed Trusts:

Abacus Glebe Trust

Abacus Epping Trust

All subsidiaries are incorporated in Australia.

108,175

Notes CONSOLIDATED

PARENT ENTITY
Jun-08 Jun-84  Jun-05 Jun-04

$'000

10. PAYABLES

Other creditors
Goods and services fax
Accrued expenses

$'000_

327
(98)
278

(a)

{a) Trade and other creditors are non-interest bearing and are normaily setfied on 30 day terms.
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS

30 June 2005
Notes CONSOLIDATED PARENT ENTITY
Jun-05  Jun-04 Jun-08 Jun-04
‘000 $'000 $000
11. INFEREST-BEARING LIABILITIES {CURRENT)
Borrowings secured by mortgage
- bank loans 84,00 84,000

The bank loans are provided by several banks. Interest is based on floating rates and is paid
quarterly based on existing swap and yield rates quoted on the day. The fotal loan facilily
existing at the end of the financial year was $28.75 million and the undrawn portion of the total
faciliies available was $3 million as at 30 June 2005.

12. PROVISIONS {CURRENT)
Distribution to unitholders

8,117

13. INTEREST-BEARING LIABILITIES {NON -
CURRENT)

Borrowings secured by mortgage

- bank loans

The bank loans are provided by several banks. Interest is based on floating rates and is paid
quarterly based on existing swap and yield rates quoted on the day. The fotal loan facilily
existing at year end was $154.03 million and the undrawn pordion of which was $13 million as
at 30 June 2005,

14. CONTRIBUTED EQUITY
{a) Net capital Coniribuied
Capital Contributed

issue and finance costs
Total Contributed Equity

{kb} Movements in coniributed equity for the year

265,893
8,321
258,672

Jun-05 Jun-04
Units on issue Units on issue
Number Value Number Value

‘000 $'000 ‘000

$'600

Balance at the beginning of the financial year
issued during the year

- security purchase plan

- institutional equity raising

- less fransacton costs

270,420 259,672

Balance at the end of the financial year

270,420 259,672

{c) Terms and conditions of contributed equity
Unitholders have the right to 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 fo the number of units held.

18



ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005
Notes CONSOQLIDATED PARENT ENTITY
Jun-05 Jun-04  Jun-05 Jun-04
$'000 $000 $'000 $000

15. 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.

(i} Movements in reserve

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

Realised revaluation 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
Realised revaluation reserve

Total available for appropriation
Distributions provided for or paid
Balance at end of year

16. EARNINGS PER UNIT

The following reflects the income and unit data used in the calculation of basic and
difuted
earnings per unit;
Jun-05 Jun-04

Net profit atiributable to unitholders

Number of shares
Jun-05 Jun-04
'000 ‘000

Weighted average number of units 270,420

18



ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005
Notes CONSOQLIDATED PARENT ENTITY
Jun-08 Jun-04 Jun-05 Jun-04
$000 $000

17. STATEMENT OF CASH FLOWS

{a) Reconciliation of the net profit after tax to the
net cash flows from operations

Net profit

Amortisation of non-current assets
Provision for doubtful debis

Net gain on sale of non current assets
increase in other assels

{Decrease)fincrease in payables
Net cash flow from operating activities

{b} Reconciliation of cash

Cash balance comprises:
Cash assets

Closing cash balance

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

Total facilities
- bank loans 100,900
Facilities used at reporting date

- bank loans
Facilities unused at reporting date
~ hank loans

18. AUDITORS' REMUNERATION
Amaounts 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
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

19. CUSTODIAN’S REMUNERATION

Custodian fees are paid by the Trust and are calculated in accordance with the Custody
Agreement dated 21 August 2001 between the custodian, Perpetual Trustee Company Limited
and Abacus Funds Management Limited as the Responsible Entity.

As per the cusiody agreement, the Custodian was entitled to a fee equal to 0.015% of the gross
asset value of the Trust subject to & minimum fee of $20,000 per annum. The Trust incurred
custody fees of $77,306 for the year ended 30 June 2005 {2004 $52,825).

20. DIRECTORS AND EXECUTIVES DISCLOSURES
{a} Details of specified Directors and specified Executives
(i) Specified Directors

The Directors of Abacus Funds Management Limited in office during and since
the end of the financial year are detailed in the Directors’ Report on page 3.

(i) Specified Executives

Abacus Funds Management Limited does not employ any person deemed
specified Executives of the Abacus Trust.

(b} Remuneration of Specified Directors of the Responsibie Entity
Remuneration of Non-Executive Directors

The remuneration policy for Non-Executive Directors seeks toc appropriately remunerate them
for their ime, commitment and responsibilities.

Non-executive directors are paid a directors fee and do not receive any retirement benefits
{other than superannyation which is inclusive in the directors fee) or performance related
compensation. Where a Non-Executive directors serves on the Group’s Credit Committeg, they
receive remuneration for this service separately from and in addition to, a directors fees. Non-
Executive directors fees are reviewed annually. The aggregate pool available for payment of
directors fees to Non-Executive Directors of the Group is an amount not to exceed $1865,000
{inclusive of superannuation guarantee contributions). This amount was applicable at the time
of listing in November 2002.

Given the current approved fotal Non Executive Directors fee pool has been in force since the
initial listing of the Group in late November 2002, the Directors intend to propose a change to
the directors fee pool fo incorporate a structure of a base fee {ogether with fees for service on
various Board committees. It is intended that security holders will be asked tc approve an
increase in directors’ fees at the next Annual General Meeting of the Group.

{b) Remuneration of Executive Directors and Senior Executives

Executive Employment Contracts

On 1 October 2002, the Group entered into a thirty three month executive employment contract
with an Executive Director, F.M Wolf, and the Managing Director, D.J.Bastian. The agreement
stipulates the starting base salary, allows for annual review and inflation adjusiment and
provides for short term incentive payments in addiion to the executive’s base salary at the
discretion of the Board. The agreements expired on 30 June 2005 and new contracis
agreements are in the process of being negotiated.

There are no other executive service agreements.
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ABACUS TRUST

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

20. DIRECTORS AND EXECUTIVES DISCLOSURES continued

Executive pay

The Board's policy on Execulive pay is to ensure remuneration is reasonable, competitive,
mativating and appropriate for the resuits delivered. The Remuneration and Nomination
Committee takes external advice in iis deliberations.

The current remuneration structure has two components, the combination of which comprises
the Executive’s fotal remuneration:

» base pay & benefits (fixed); and
» short term incentive {variable “at risk”}

There is currently no long term incentive structure or program in place. The fotal remuneration
package seeks to provide an appropriate mix of base salary with short term incentive.

(i) Base Pay

Executives are offered a base pay that comprises the fixed component of their iotal
remuneration. Subject fo meeting minimum Superannuation Guarantee obligations,
Executives are able to nominate the mix between cash and superannuation contributions.

Base salary is set by reference fo the Executives position, experience and performance.
The Group aims fo ensure base salaries are competitive in the market. Base salaries are
reviewed annually having regard to individual and Group performance and external market
conditions.

The base pay of Executive Directors and senior executives are reviewed and approved by
the Remuneration & Nominations Commitiee.

{ii} Short Term incentives

At the discretion of the Board, executives and senior managers may receive short term
incentive payments based on reference to a variety of measures, both financial and non-
financial. These measures currently primarily include Group profitability targets, returns to
security holders and certain key performance indicators such as assets under
management.

The Board considers that performance linked objectives thal have an operational and
financial impact focus are best suited to the outcomes desired by security holders. Non-
financial measures are also taken into account.

The actual level of short term incentive payments awarded o each Executive at the end of
each year is determined by reference to achievement of the targets and the extent to which
exscutives were able to directly contributed to such achievement.

in awarding short term incentives for the 2006 financial year, the directors intend to make
the performance indicators more specific to individuals and their contribution to the Group’'s
results.

The remuneration of Specified Directors of the Responsible Entity for the year ended 30 June
2005 is set out below:

Salary Cash Super- 2005

& Fees Bonus annuation Total
J Thame 68,320 - 6,560 72,880
D Bluth 33,320 - 3,205 36,615
P Green 28,528 - 2,622 29,150
M Irving 28,150 - - 28150
F Woif 551,250 400,000 - 951,250
D Bastian 484,540 250,000 11,585 748,125
Total 1,191,108 650,000 24,062 1,865,170
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

20. DIRECTORS AND EXECUTIVES DISCLOSURES continued

The remuneration of Directors for the year ended 30 June 2004 is set out below:

Salary Cash Super- 2004

& Fees Bonus annuation Total
J Thame 65,793 - 7,087 72,880
D Bluth 30,527 - 3,288 33,8186
P Green 28,317 - 2,835 29,152
M Irving 28,152 - - 29,152
F Woif 525,000 350,000 - 875,000
D Bastian 481,428 250,000 11,002 722,500
Total 1,138,217 600,000 24,213 1,762,500

Director fransactions

Directors of the Responsible Entity and directors of iis related parties, or their director-related
entifies, conduct transactions with entities within the consoclidated entity that occur within a
normal employee, customer or supplier relationship on terms and conditions noc more
favourable than those with which it is reasonable to expect the entity would have adopled if
dealing with the director or director-related entity at arm’s length in similar circumstances.

During the year ended 30 June 2005 directors received distributions from the controlled entity
on their stapled securifies in the Abacus Property Group and on their investment in various
Trusts managed by Abacus Funds Management Limited as Responsible Entity.

Director-related entity transactions

Abbott Tout was paid 3120238 (2004: $23,825) for legal services relating to lease
documentation, sales contracts and cther trust issues. A pariner in Abbol Tout, Mr Dennis
Bluth, is a director of Abacus Group Holdings Limited and Abacus Funds Management Limited.

Equity instrumenis of directors and their director-related entities
interests at balance date

Stapled securities

Fully paid

Jun-05 Jun-04

Number Number
J Thame 35,000
F Woif 6,806,048
D Bastian 7,040,000
P Green 9,368,830
M lrving 20,000
23,267,976
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

20. DIRECTORS AND EXECUTIVES DISCLOSURES continued

Related party transactions

In accordance 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
the consclidated entity in the fotal amount of $1.53 million {2004: $1.3 millicn).

As at 30 June 2005, Abacus Trust had payables to Abacus Funds Management Limited of
$1.16 million and to Abacus Property Service Pty Lid of $0.37 millicn.

Loans made by Abacus Trust to Abacus Group Holdings Limited and its subsidiaries amounted
to $180 million including interest, repayable on or before 30 June 2008. interest is charged at a
rate of 10% per annum (2004: 14%).

Other related party transactions

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

21. SEGMENT INFORMATION

Business segmenis

The consoclidated enfily operates within two business segments within the property industry,
being property rental and sales and other property-based investments. The property rental and
sales operations comprise the sales, leasing, and maintenance of commercial, retail and
industrial properties. The other properiy-based investments comprise morigage lending
activities. Revenue is derived from property rental, interest, fees and property sales.
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21. SEGMENT INFORMATION continued

Business segments continued
Property Other property-
Rental & Sales related investments Consolidated
Jun-05 Jun-04  Jun-05 Jun-04  Jun-05 Jun-04
i 3000 $'000 ‘ $'000

Segment revenue:
Revenues from customers
cutside the consolidated

entity
interest revenue
Total consolidated revenue

Segment resuils:

Segment result
interest income

Borrowing costs
Trust net profit atiributable to
unitholders

Segment assels

Segment assets 380,177

Segment labilities

Segment liabilities
interest-bearing loans
Unallocated liabilities
Total liabilities

Other segment information:
Acquisition of controlied

Depreciation and amortisation
Non-cash expenses cther
than depreciation and

amortisation

Segment accounting policies
The segment accounting policies are the same as the Trust's policies described in Note 1.
During the financial year, 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.
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NOTES TO THE FINANCIAL STATEMENTS

30 June 2005

22. FINANCIAL INSTRUMENTS

{a} Interest rate risk

exposures

The consolidated entity’'s exposure to interest rate risks and the effective interest rate of
financial assets and financial liabilities, both recognised and unrecognised at the reporting date,

are as follow:

Non- Totat Weighted
Financial
instruments Floating Fixed interest rate maturing in: interest  Carfrying average
interest rale =<1 year >1iobyears =5 years bearing Amount effective
2005 $000 $000 $'000 $'000 $'000 $000  interest rate
Financial Assels
Cash at bank 1,564 - - - 1,564 5.32%
Receivables - - - 2,260 2,280 -
Other financial
assets - 58,508 180,029 - 238,535 12.40%
1,564 56,508 180,029 2,280 240,353
Financial Liabilities
Payables - - - 2,043 2,043 -
Bank loans 167,780 - - - - 187,780 7.01%
interest rate swaps {151,750} 13,000 28,750 110,000 - - 7.07%
Distribution payable - - - 8,042 9,042 -
18,030 13,000 28750 110,000 11,885 179,765
Non- Total Weighted
Financial Floating Fixed interest rate maturing in: interest  Carrying  average
instruments interest rate =<1 year > 1to 5years>5 years bearing Amount effective
2004 $'000 $000 $'000 $000 $000 $'000  interest rate
Financial Assels
Cash at bank 23,407 - - - - 23,407 513%
Other debtors - - - - 2,561 2,581 -
Other financial
assets - 39,837 135,619 - - 175,256 12.41%
23,407 39,837 135,619 - 25681 201,224
Financial Liabilities
Payables - - - - 896 896 -
Bank loans 84,000 - - - - 84,000 7.48%
interest rate swaps (82,750} - 82,750 - - - 7.49%
Distribution payable - - - - 8,117 8,117 -
1,250 - 82 750 - 8,013 93,013

(b} Credit risk exposures
Credit risk represents the risk that a counterparty will fail to perform contractual obligations

under a contract.

The consolidated entify’'s maximum exposure to 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.
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22. FINANCIAL INSTRUMENTS continued

{c} Net fair value of financial assets and liabilities

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

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

Short-term borrowings: The carrying amount approximates fair value because of their short
term to 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
consolidated entity for debt of the same remaining maturity and security plus costs expected to
be incurred were the liability 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 liabilities have been recognised at the balance date at their net
fair values, except for the following:
Total carrying
amount as per the

statementi of Aggregate
financial position net fair value
2005 2004 2005 2004

$'000 $'000 $'000 $000

Financial liabilities
Bank loans
interest rate swaps

83,030
(669)

n‘a Not applicable since financial instruments are not recognised in the financial statements

Unrecognised financial instruments
Interest rate swap agreements:

The net fair value of inferest rate swap contracts is defermined as the difference in present
value of the future interest cash flows.

23. LEASES

All properties owned by the Trust are leased fo third parties under operating leases at 30 June
2005, Lease terms vary befween tenants.

CONSQLIDATED
Jun-05 Jun-04
$'000 $000

Future minimum rental revenues under
non-cancellable operating leases at
30 June 2005 are as follows:

- not later than one year 8,280
- later than one year and not later than five years 23,044
- later than five years 8,041
Total 41,285
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24. COMMITMENTS AND CONTINGENCIES

The Trust has a commiiment to pay the undrawn portion of loan facilities to third parties in the
amount of $7.9 million. The Trust has also provided a& bank guaraniee of $1.0 million to a
related Group company.

25. SUBSEQUENT EVENTS

On 10 August 2005, the Abacus Property Group completed a capital raising for a total amount
of $55 million and issued approximately 426 million securities. Of the tfotal capital raised,
approximately $51.3 million was allocated to Abacus Trust.

Other than as disclosed already in this report and fo the knowledge of directors, there has been
no other matter or circumstance that has arisen since the end of the financial year that has
significantly affected, or may affect, the Trust's operations in future financial years, the resulis
of those operations or ifs siate of affairs in future financial years.

26. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“AIFRS"}

Abacus Trust has identified key areas impacted by AIFRS and is currently in the final stages of
quanfifying those impacts.

The opening AIFRS balance sheet as at 1 July 2004 has been completed and will form the
basis of accounting under AIFRS in the future and is required for the preparation of Abacus
Trust's first fully compliant financial statements for the half year ending 31 December 2005.

Set out below are the key areas where accounting policies are expected to change on adoption
of AIFRS including the estimated financial impacts to tolal equity as at transition date 30 June
2005 and on net profi{ for the year ended 30 June 2005. The aciual effects of transition to
International Financial Reporting Standards {IFRS)} may differ from these estimates when
implementation is finalised due to (a) ongoing work being underiaken on AIFRS; (b} potential
amendments to AIFRSs and Interpretations thereof being issued by the standard-setters and
IFRIC; and {c) emerging accepted industry praclice in the interpretation and application of
AIFRS and UiG Interpretations.

{a} Reconciliation of equity as presented under AGAAP o that under AIFRS
Notes CONSOLIDATED PARENT ENTIY
30-Jun- 30-Jun-
05 1-Jul-04 05 1-Jul-04
$000 $'000  $'000 $'000

Total equity under AGAAP 287,164
Adjustment to retained earnings

Transfer of asset revaluation reserve 1o retained

earmnings {H {24,745
Transfer of asset revaluation reserve 1o retained

eamings {H 24,745
Amortisation of lease incentives {ii) 37
Total equity under AIFRS 287,201

{iy Under AASB 140 Investment Property, if investment properties are measured at fair value,
gains or losses arising from changes in fair value will be recognised in profit or loss for the
period in which they arise. The Group intends fo value its investment properties at fair value
adhering to the standard.
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26. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS continued

{a} Reconciliation of equity as presented under AGAAP to that under AIFRS continued

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

{iiy Under AAGB 117 Leases and UIG Interpretation 115 lease incentives irrespective of nature
or form or fiming of payments shouid be amortised over the lease term. The Trust currently
amortises lease incentives with the exception of rent-free and rental abatements which when
recognised and amortised would increase income in earlier periods.

{b) Reconciliation of net profit under AGAAP to that under AIFRS

YEAR ENDED 30 June 2005 CONSOLIDATED PARENT ENTIY
30-Jun-05  1-Jul-04 30-Jun-05  1-Jul-04
Notes $000 $'000 $'000
Net profit reported under AGAAP 35,374

Revaluation of investment properties {) -
Amortisation of lease incentives {ii) 37
Net profit under AIFRS

{iy Under AASB 140 Investment Property, if investment properties are measured at fair value,
gains or losses arising from changes in fair value will be recognised in profit or loss for the
period in which they arise. The Trust will continue to value its 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.

{iiy Under AAGB 117 Leases and UIG Interpretation 115 lease incentives irrespective of nature
or form or fiming of payments shouid be amortised over the lease term. The Trust currently
amortises lease incentives with the exception of rent-free and rental abatements which when
recognised and amortised would increase income in earlier periods.

(c} Restated AIFRS Statement of Cash Flows for the year ended 30 June 2005
No material impacts to the cash flows have been identified on transition {0 AIFRS.

{d) impact of Other Standards

{iy Under AASB 132 Financial instruments: Disclosure and Presentation and AASB 138
Financial instruments: Recognition and Measurement, financial assets will be classified as
either held for frading, heid-to-maturity, available for sale or loans and receivables. Depending
on the classification, asseis will be measured at fair value or amortised cost. Loans and
receivables originated by the entity and not held for trading will be accounted for at amortised
cost using the effective interest method.

The Trust alsc has derivative instruments in the form of interest rate swaps which under the
new Standards would have fo be taken up in the balance sheet at fair value. At 30 June 2005
the Trust's interest rate swap agreements with the banks were valued at $4.9 million which
would decrease retained earnings at 1 July 2005.
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26, IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS continued
{d) impact of Other Standards continued

Under AASB 132 “Financial Instruments: Disclosures and Presentation” contractual obligations
are regarded as liabilities if unitholders have the ability to redeem units form the scheme. in the
absence of changes tc constitution, all unitholders’ funds will be recognised as liabilities of the
Trust rather than as equity. The resuit of this would be to reduce net assets of the Trust to zero.
As distributions paid and payable make up a proportion of unithclders’ fund, they would be
classified as interest expense in the Statement of Financial Performance.

Units in {frusts with fixed lives may be classified as debts instead of equity under IFRS. To
ensure the Trust is able {o continue to classify the units as equity, any necessary amendments
to the Trust's constitution will be made. On 6 June 2005, ASIC issued Class Order 05/566
giving relief to facilitate changes to constitutions of listed and unlisted registered schemes that
are not subject to mandatory redemption reguirement to remove their limited lives without
requiring a special resolution of members. The Responsible Enfity is now completing the
changes to the Trust's constitution and the members will be notified accordingly.

The Trust decided to apply the exemption provided in AASB 1 “First time Adoption of
Australian Equivalents to Infernational Financial Reporting Standards”™ which permiis entities
not fo apply the requirements of AASB 132 “Financial instruments. Presentation and
Disclosures” and AASB 139 "Financial Instruments. Recognition and Measurement” for the
financial year ended 30 June 2005. The standards will be applied from 1 July 2005.

{iil} Under AASB 118 Revenue the revenue recognition criteria in the sale of goods include
requirements that the entity has transferred to the buyer the significant risks and rewards of
ownership of the goods and that the entity retains neither continuing managerial involvement to
the degree usually associated with ownership nor effective control over the goods. Any profit on
sale of investment properties is currently recognised as income on exchange of unconditional
contract of sale.

{iiiy Under UIG Interpretation 1013 Consclidated Financial Reports in relation fo Pre-Date-of-
Transition Stapling Arrangements at the date of {ransition, one of the combining entities shall
be identified as the parent for the purpose of preparing consolidated financial reports by
combining the financial reports of the entities whose securities are stapled. The combined
balance sheet shall present the combined equity of the stapled securities as equity without
identifying any minority interests. AASB 127 Conscfidated and Separate Financial Statements
will be applied subsequently in preparing the APG’s financial reporis.

APG has identified Abacus Group Holdings Limited as the parent entity and the consolidated
financial reporis beginning from half year ending 31 December 2005 will be under the
Company's name. Abacus Trust being a managed investment scheme will continue fo prepare
its own financial reporis.

{iv) The financial impact of AIFRS is not expected fo affect the distribution policy of the Trust. It
has been the policy of the Trust to align distribution to earned income as closely as possible so
that in future, in defermining distributable income any material non-cash income or expense
items will be excluded in the calculation of distributable profits. The Trust will specifically
account for non-cash income or expense items arising from straight-lining of fixed rental
increases, amortisation of lease incentives, revaluation movements, mark to market valuation
of its derivatives and the effects of any other amortisation of assets.

A reconciliation of net profit after tax to disiributable profits will be a requirement prior to
providing for or declaring any distribution. In similar manner, retained earnings will be
examined and for internal purposes may have to be categorised to ensure that distributions are
paid from distributable profiis,
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DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Abacus Funds Management Limited,
Responsible Entity of Abacus Trust, we state that:
{1} in the opinion of the directors,:
(a) the financial statements and notes of the Trust are in accordance with the
Corporations Act 2001, including:

{iy giving a true and fair view of the Trusf's financial position as at 30 June 2005
and of its performance for the year ended on that date; and

(i} complying with Accounting Standards and Corporations Regulations 2001; and

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

{2) This declaration has been made after receiving the declarations required tc be made to the
directors in accordance with section 295A of the Corporations Act 2001 for the financial
year ending 30 June 2005,

On behalf of the Board

2
John Thame David J Bastian
Chairman Managing Director

Sydney, 13 September 2005
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S FrasT & YOUNG

: Yaimg Sentre

Aunditor’s Independence Declaration to the Directors of Abacus Funds
Management Limited

In relation o our audit of the financial report of Abscus Trust for the year ended 30 June 2005, 1©
the best of my knowledge and belief, there have been no contraventions of the auditor

independence requirements of the Corporations Act 2001 or any applicable code of professional
conduet,

Mark O Sudtivan
Partner
Sydney

i3 September 2005
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El Frmst & Vo

Independent audit report to unit-holders of Abacus Trust

Heope

The financial report and directors ' responsibility

The firancial report comprises the statement of fnancial position, statement of fimancial
performance, statement of cash flows, accompanying notes to the financial statements, and the
divectors” declaration for Abacus Trugt {ithe Trust} and the consolidated emtity, for the vear ended 30
dune 2003, The consolidated entity comprises both the Trust and the enifiies it controfled drring
that vear.

The directors of Abacus Funds Management Limited, the Responsible Eatity of the Trust are
responsible for preparing a financial repost and the additional discloswres that gives a wue and fair
view of the finanmcial position and performance of the Trust and the consclidated emtity, and that
comypties with Accounting Standards in Austrabin, in accordance with the Corporations det 2001,
This includes responsibility for the maintenance of adequate acconnting records and internal
corrols that are designed to prevent and detect fraud and error, and for the accowntin g poticies and
aceounting estimates inherent in the financial report,

Audil appraoach

We conducted an independent audit of the financial report in order to express an opinion on them to
the unit-holders of the Trust. Qur sudit was conducted in accordance with Australian Auditing
Mandards in order to pravide reasonable assurance as fo whether the financial report is free of
musterial misstatement. The nature of an audit is influenced by fictors such as the use of
professional judgement, selective testing, the inherent Hmitations of internal conitepl, and the
availability of persuasive rather than conclusive evidence. Therofore, an audit cannat guarantee that
all material misstatements have been detected,

We performed procedures w assess whether in 2l material respeets the Anancial report present
fairly. In accordance with the Corporations dee 2001, including compianee with Accounting
Standards in Australin, and other mandatory financial reporting reauirements in Anstealin s wiow

i Frrist & Yoo

Endependenos

We aie independent of the Trust, ad have met the independence reguirements of Australian
professional ethical pronouncements and the Corporations Act 2001, We have given to the directors
of the Trust a written Auditor’s Independence Declaration.

Audit opinion
i our opinton, the fnancial report of Abacus Trust is tn accordance witls:
{1} the Corporations Act 2004, including:

{i} giving a true and fair view of the financial position of Abacus Trust and the
consolidated entity at 30 June 2005 and of their performance for the vear ended on
thar dste; and

() complving with Accounting Standards in Austrabia and the Corporations
Regulativns 2004 and

e} other mandatory financial reporting requirements in Australia,

Partner

Sydney
I3 Sepiember 2005
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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 Trust as at 30 June 2005. It is
also recommended that the report be considered together with any public pronouncements
made by the Abacus Property Group in accordance with ifs continuous disclosure obligations
arising under the Corporations Act 2001.



ABACUS GROUP HOLDINGS LIMITED

DIRECTORS’ REPORT
30 JUNE 2005

The Directors of Abacus Group Holdings Limited (AGHL or the "Company”) submit their report
for the year ended 30 June 2005,

DIRECTORS

The Directors of Abacus Group Holdings Limited in office during the financial year and until the
date of this report are sef ouf below:

John Thame Chairman {Non-executive)

Frank Wolf Deputy Chairman {Executive)

David Bastian Managing Director

Dennis Bluth Non-executive Director

Phillip Green Non-executive Director

Malcolm irving Non-executive Director

Len Lloyd Executive Director
PRINCIPAL ACTIVITIES

The principal activities of Abacus Group Holdings Limited during the year ended 30 June 2005
were property related funds management, property and project management and participation
in other property related joint ventures and developments.

OPERATING PROFIT

Abacus Group Holding Limited earned on operating profit after tax of $2.5 million for the year
ended 30 June 2005 (2004 loss ($0.7) million).

DIVIDENDS

There were no dividends paid by Abacus Group Holdings Limited during the year ended 30
June 2005 (2004:nil). The Abacus Trust funded distributions fo members for the year ended 30
June 2005.

REVIEW OF OPERATIONS
Overview

Abacus Group Holdings Limited {AGHL} and Abacus Trust {AT) together make up the ASX
listed Abacus Property Group {APG or the “Group”). Shares in AGHL and units in AT have
been stapled together so that neither can be dealt with without the other. An APG security
consists of one share in AGHL and one unit in AT. A transfer, issue or reorganisation of a share
in AGHL is accompanied by a transfer, issue or reocrganisation of a unit in AT.

AGHL operates wholly within Australia (except for an investment of approximately $3 million in
a joint venture vehicle in the UK} and has funds management and property management
businesses and pariicipates in property refurbishment and development to add value to the
assets within its portfolio. AGHL also participates in joint venture projects with a number of
experienced partners in New South Wales, Queensland, and Victoria.
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DIRECTORS’ REPORT

30 JUNE 2005

REVIEW OF OPERATIONS continued

Operating Results for the Period

A summary of combined revenue and profits is as follows:

Year ended 30 June

2005

Revenue Profit
$°000 $°000

Biisiness Segments
Property rental and sales 15,143 2,718
Other property-based invesiments 9,184 7,785
Funds management 10,283 7,425
34,810 17,838
Combined entity adjustmenis 208 {15,492}
Combined entity operating revenue and profit 34,816 2,444

During the period under review, AGHL achieved strong growth in its key business activities of
funds management, property and project management and participation in property joint
venture activities.

In funds management, Abacus Funds Management Limited, in its role as Responsible Entity:

o sold one property and acquired or contracted to acquire 9 additional properties
in the Abacus Diversified Income Fund (ADiF). Tclal assets of ADiF increased
$55.5 million fo $222.4 million for the year ended 30 June 2005;

o established three new managed investment schemes with tolal assets of $38.5
million at June 2005;

Total assets under management (combining assets cwned by the Abacus Property
Group and assets managed by the Group on behalf of external investors) increased
approximately $275 million fo approximately $850 million at 30 June 2005 {or 40%)
compared o approximately $675 miilion at 30 June 2004.

On 31 May 2005, AGHL executed an agreement tc acquire Storage King Funds
Management Limited, the Responsible Entity of the Abacus Storage Property Trust, for
the purpose of esiablishing the Abacus Storage Fund {(a stepled security fund
comprising a managed invesiment scheme and an operating company). AGHL agreed
to provide sufficient funds to enable the completion of the acquisition of an initial
porifolio of storage facilities. At 30 June 2005, AGHL had advanced approximately $6
million to fund initial deposiis, acquisition cosis and cother funds establishment
expenses. The acquisition of the initial portfolic of storage facilities, {fotalling
approximately $100 million, is scheduled to be completed during August 2005 and
AGHL has budgeted to advance approximately $40 million to assist in settlements
pending the issue of a PDS/Prospectus.

Abacus has a number of joint veniure investments with experienced property investors or
developers in New South Wales, Queensiand and Victoria. These joint venture activities enable
Abacus to participate in a range of property related opportuniies with industry leaders who
have local knowledge and a depth of management experience. AGHL realised profits from the
completion of its interests in two developments in Sydney and the sale of ifs interests in two
joint ventures in Melbourne. During the year to June 2005, joint venture investment activities
contributed 3$1.6 million fo the AGHL profit result.
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REVIEW OF OPERATIONS continued

Operating Results for the Period continued

AGHL continued its investment in property, property related joint ventures and investments. in
addition, AGHL confinued the sale of commercial strata, including the sale of a strata retail
shop, in 109 Piit Street, Sydney, in fandem with the progressive refurbishment of the building.
Sales of $6.4 million were achieved, while a further $1.2 million was spent on refurbishment.

Review of Financial Condition

During the year ended 30 June 2005, the contributed equity of AGHL increased $5.4 million to
$12.0 million at 30 June 200%. Capital raisings were made through institutional placements in
August 2004 (27.00 million shares at $1.18) and December 2004 (31.18 million shares at
$1.28) and a Security Purchase Plan for existing shareholders was completed in October 2004
{14.25 million shares at $1.18). This additional capital was directed fowards acquisifion of
property asseis for the Abacus Trust and for growth of the funds management business
{particularly the Abacus Liversified income Fund and a number of new managed invesiment
schemes).

As at 30 June 2005, existing loan facilities totalled approximately $162 million, of which $91
million was drawn. AGHL manages interest rate exposure on exiernal bank debt facilities
{drawn to $5.0 million at June 2005) through the use of interest rate swap contracis. At 30 June
2005, 62% of interest commitments on external bank loans were fixed.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

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

» Total assets increased $48.3 million to $213.2 million at 30 June 2005 compared to $168.9
million at 30 June 2004;

» Retained eamings increased $1.8 millicn to $9.1 million at 30 June 2005 compared to $7.3
million at 30 June 2004;

» Total equity increased $7.6 million to $23.2 million at 30 June 2005 compared tc $15.6
million at 30 June 2004, reflecting profits and additional capital raised;

» The Abacus Diversified income Fund increased its total gross assets under management
by approximately $55 million to $222 million at 30 June 2005 compared to approximately
$167 million at 30 June 2004;

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

On 10 August 2005, the Group completed a capital raising of $55.0 million and issued
approximately 42.8 million securities at $1.28 per security. Of the total $55.0 million capital
raised, approximately $3.7 million has been allocated to AGHL.

During August 2005, the Abacus Group Holdings Limited (AGHL) completed the acquisition of
the initial portfolio of storage facility assets for the Abacus Storage Fund, advancing
approximately $386 million, through an associated entity, ahead of raising capital from external
retail investors.

Other than as disclosed already in this report and o the knowledge of directors, there has been
no matter or circumstance that has arisen since the end of the financial year that has
significantly affected, or may effect, AGHL's operations in future financial years, the resulis of
those operations or AGHL's state of affairs in fulure financial years.
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REVIEW OF OPERATIONS continued

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Directors have excluded from this report any other information on the likely developments
in the operations of the Company and the expected results of those cperations in future
financial years, as the Directors believe that i would be likely to resui in unreasonable
prejudice fo the operations of the Company.

ENVIRONMENTAL REGULATION AND PERFORMANCE

Environmental responsibilities, such as waste removal and water freatment, have been
managed in compliance with all applicable regulations and licence requirements and in
accordance with indusiry standards. No breaches of requirements or additional environmental
issues have been discovered nor brought fo the board's attention. There has been no known
significant of any environmental requirements applicable to the company.

INDENMNIFICATION AND INSURANCE OF DIRECTORS 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 prohibit disclosure of the nature of the risks insured or the premium paid.

INFORMATION ON DIRECTORS AND OFFICERS

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 qualifications, experience and special responsibilities.

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

Mr John Thame has over 30 years experience in the retail financial services industry in senior
management positions. His 26-year career with Advance Bank included 10 years as Managing
Director until the Bank's merger with 5t George Bank Limited in 1987. Mr Thame is Chairman
of 5t George Bank Limited and a director of Reckon Limited.

Frank Wolf PhD, BA Hons  Deputy Chairman (Executive)

Dr Frank Woif has over 20 years experience in the property and financial services industries,
including involvement in retail, commercial, industrial and hospitality-related assets in Australia,
New Zealand and the United States. Dr Wolf has been instrumental in over $2 billion worth of
property related transactions, corporate acquisitions and divestments and has financed specialist
property-based assets in retirement and hospitality sectors. Dr Wolf is the Chairman of FSP
Group Pty Limited and a Director of financial planning groups Financial Services Pariners Pty
Limited, Vector Financial Services Limited and Kingston Capital Limited as well as of HGL
Limited, a diversified publicly listed invesiment company.
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INFORMATION ON DIRECTORS AND OFFICERS continued

David Bastian CPA Managing Director

Mr David Bastian has almost 40 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 Py Limited for 7 years. Mr Bastian is also a director of FSP Group
Pty Limited and financial planning groups Vector Financial Services Limited and Kingston
Capital Limited.

Dennis Bluth Non-executive Director
LLM, LLB, BA Chairman of Credi{ Committee
Chairman of Due Diligence Commitiee
Member of Audit Committee
Member of Remuneration & Nomination 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 properiy law. Mr Bluth is a
partner with Abbott Tout Solicitors of Sydney, Canberra and Brisbane and is 2 member of a
number of Law Society and Law Council Commitiees. He was formerly a director of Godfrey
Pembroke Financial Services Limited.

Phillip Green LLB, BCom  Non-executive Director

Mr Phillip Green is Managing Director of Babcock & Brown Limited. Mr Green has over 25 years
experience in corporate finance specialising in taxation and structured domestic and
international corporate acquisitions. He is also a director of @ number of companies including
Chairman of Babcock & Brown infrastructure Limited, Babcock & Brown Environmental
Investments Limited and of the responsible entity of the MTM Entertainment Trust, and is a
director of Babcock & Brown Capital Limited, Everest Babcock & Brown Alternative
Investments, Thakral Holdings Limited, the trustee of the Babcock & Brown Japan Property
Trust, Tourism Asset Holdings Limited, FSP Group Piy Limited and Prime Infrastructure
Management Limited. Mr Green holds Bachelor of Commerce and Bachelor of Law degrees and
qualified as a Chartered Accountant.

Maicolm lrving AM Non-executive Director
FCPA, FSIA, BCom, Chairman of Audit Committee
Hon DLitt Chairman of Remuneration 8& Nomination Committee

Mr Malcolm irving has over 40 years experience in company management, including 12 years
as Managing Director of CiIBC Ausiralia Limited. Mr Irving is Chairman of Australian industry
Development Corporation, the Australian River Company Limited, Willis Australia Limited Group
and Keycorp Limited. He is also a director of O'Connell Sireet Associates Pty Lid Group, AD}
Limited and Resimac Limited.

ien Lloyd FAPI, LREA Executive Director

Mr Len Lloyd is a 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 October 2000 and now holds the
position of Managing Director of Abacus Property Services Pty Limited responsible for property
administration and development opportunifies in the Abacus porifolio. In previous positions Mr
Lloyd held responsibility for the property porifolios of the Advance Bank and 3t George Bank
and provided valuation and ending advice while with the Commonwealth Development Bank.
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INFORMATION ON DIRECTORS AND OFFICERS continued

Sean O’Donoghue BCom, Company Secretary
CA, MBA

Mr Sean O'Donoghue has been the company secretary since joining the Abacus Group in
September 2004. Mr O'Donoghue has over 14 years experience in the property and financial
services industries having held various senior roles with MLC, Lend Lease Corporation and
Commonwealth Bank over that periocd.

Directors and secretary 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:

Cirectors:
The directors are not party fo any

John Thame 43,000 contract under which the directors
may be entifled to a benefit or that

Frank wolf 6.818.046 confers a right to call for or deliver

] ] interests in the Company.

David Bastian 7,048,000

Phillip Green 9,366,930

Malcolm irving 24,000

Employees

The Abacus Property Group employed 44 employees {including directors) as at 30 June 2005
{2004: 41 employees). This includes 10 employees whose salary is fully recoverable from
specific properties managed by the Group.

OTHER DISCLOSURES

Disclosures regarding other information relating to directors is detail in the Directors Report of
Abacus Property Group.

AUDITORS INDEPENDENCE DECLARATION

We have obtained an independence declaration from our auditor, Ernst & Young, and such
declaration is shown on page 48.

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountability, the
directors of the Company support and adhere to the principles of corporate governance. The
Company's Corporate Governance Statement is contained in the Corporate Governance
section of the annual report.
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ROUNDING

The amounts contained in this report and in the annual financial report have been rounded to
the nearest $1,000 {(where rounding is applicable) under the option available to the
consolidated entity under ASIC Class Order 88/0100. The Company is an entity to which the
Class Order applies.

Signed in accordance with a resolution of the directors.
Abacus Group Holdings Limited (ABN 31 080 604 619)

2
John Thame David J Bastian
Chairman Managing Director

Sydney, 13 September 2005



ABACUS GROUP HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE
YEAR ENDED 30 JUNE 2005

CONSOLIDATED PARENT ENTITY
Jun-05  Jun-04 Jun-05  Jun-04
Notes $'000 $'000 $'000 $'000

STATEMENT OF FINANCIAL PERFORMANCE

REVENUE FROM ORDINARY ACTIVITIES 2
Share of net profits of associates and joint

ventures accounted for using the equity method 2
Depreciation and amortisation expenses 3
Carrying amount of invesiment properties

disposed

Carrying amount of option investment disposed
Borrowing costs expense 3
Bad and doubtful debts 3
Salaries and employee benefiis expense

Other expenses from ordinary activities 3

PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE

Company income tax expense 4
NET PROFIT AFTER TAX
Net profit atiributable to outside equity interest

NET PROFIT ATTRIBUTABLE TO MEMBERS
OF

ABACUS GROUP HOLDINGS LIMITED 20(c)

Net decrease in asset revaluation reserve 21(a)
Decrease in foreign currency transiation reserve  21(b)}
Adiustment resulting from changes in

associated entities 21{cy

TOTAL REVENUES, EXPENSES, AND
VALUATION ADJUSTMENTS ATTRIBUTABLE
TO MEMBERS AND RECOGNISED

DIRECTLY IN EQUITY

TOTAL CHANGES IN EQUITY OTHER THAN
THOSE RESULTING FROM TRANSACTIONS
WITH MEMBERS AS OWNERS

Basic and diluted earnings per share {cents) 25



ABACUS GROUP HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2005
CONSQLIDATED PARENT ENTITY
Jun-05 Jun-04  Jun-05 Jun-34
Notes ‘000 $'000 $'000
CURRENT ASSETS "
Cash assets 22{b
Receivables 5]
investment properties 10
Other financial assels 7

Other
TOTAL CURRENT ASSETS

NON - CURRENT ASSETS

Flant and equipment

investment properties

invesiments accounted for using
the equity method

Other financial assels

Deferred tax assets

intangible assets

Other

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Payables

Current tax liabilities

interest bearing liabilities
Provisions

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES

interest bearing liabilities

Provisions

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABLLITIES
NET ASSETS

EQUITY
Contributed equity

Reserves

Retained earnings/{accumuiated losses)
Total parent interest in equity

Total outside equity interest

TOTAL EQUITY

11
12

13
14

15

16
17

18
18

114,742

10
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CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED 30 JUNE 2005

Jun-058 Jun-84  Jun-D5  Jun-04
$'000 _ 000 $000

Notes

CASH FLOWS FROM OPERATING ACTIVITIES

Income receipts \ 1,509
Interest received 3
Distributions received 380
Income tax expense paid {3,574)
Audit fees {48)

Custodian's fee paid

Borrowing costs

Operating payments

NET CASH FLOWS FROM/(USED iN)
OPERATING

ACTIVITIES 22(a

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for investments

Proceeds from sale of investmenis
Consolidation of controlled entities

Purchase of a subsidiary

Purchase of plant and equipment

Purchase of investment properties

Disposal of investment properties

NET CASH FLOWS USED IN INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares
Repayments of borrowings

{41,885)
Proceeds from borrowings 50,845

NET CASH FLOWS FROM FINANCING
ACTIVITIES

NET INCREASE/(DECREASE]} IN CASH HELD
Add opening cash brought forward
CLOSING CASH CARRIED FORWARD 22{b

11



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a} Basis of accounting

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

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

The accounting policies adopted are consistent with those of the previous year.

{b) Principles of consolidation

The consolidated financial statements include ihe financial statemenis of Abacus Group
Holdings Limited {AGHL) and its controlied entities referred to collectively throughout these
financial statements as the “consolidated entity” or the “Company”.

Information from the financial statements of subsidiaries is ingluded 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 accounting.

The financial statemenis of subsidiaries are prepared for the same reporting pericd as the
parent company, using consistent accounting policies. Adiustments are made to bring into line
any dissimilar accounting polices that may exist.

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

{c} Dividends

A provision for dividend or disiribution is recognised in the Statement of Financial Position if
the provision has been deciared, determined or publicly recommended prior to balance date.
{d) Cash and cash equivalenis

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

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

{e} Receivables

Trade receivables are recognised and carried at original invoice amount less a provision for
any uncollectible debts. An estimate for doubiful debis is made when collection of the full
amount is no longer probable. 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 accrual basis.
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{f} Investment properties
Cost and valuation

Land and buildings are considered to have the function of an investment and are therefore
regarded as a composife asset and are referred fo in these accounts as “investment
properties”. Accounting Standard AASB 1021 “Depreciation” does not reguire investment
properties {o be depreciated. Accordingly, the buildings and components thereof are carried at
fair value and are not depreciated. However, invesiment properties 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 maore than
three years from suiiably qualified property valuers. Such valuations are reflected in the
financial statements of the consolidated entity. Notwithstanding, the directors assess the
carrying value of each investment property at each reporting period o ensure its carrying value
does not materially differ from its fair value. Where necessary, the investment property is
revalued to reflect its fair value being the amounts which the assets could be exchanged
between knowledgeable willing parties in an arm’s length fransaction at the valuation date.

Expendifure capitalised {o 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 {o or on leasehold 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.

{g) investments

Listed shares and option investments held for trading are carried at net market value. The net
market value of listed ventures is determined by reference to the last available sales price of
the recently as quoted on the relevani exchange on the day of valuation.

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

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

(h) Piant and equipment

Cost and valuation

All classes of plant and egquipment are measured at cost.

Depreciation

Depreciation is provided on a siraight-line basis on all plant and equipment.
Maijor depreciation periods are: Jun-05 Jun-04

Piant and equipment 5-15 years 5-15 years

(i) Equity accounted invesimenis

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.
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{j) Goodwill

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

Goodwill is amortised on a straight-line basis over the period during which benefits are
expected fo be received. Goodwill is amortised over 20 years.
(k} Payabies

Payables represent liabilities {o trade and other creditors for goods and services provided to the
consclidated entity, whether or not billed, and are unpaid as at the end of the financial year.
The amounts are non-interest bearing and are normally settled on 30 day terms.

Payabies to relaied parties are carried at the principal amount. interest, when charged by the
lender, is recognised as an expense on an accrual basis.

(1) interest-bearing liabiiities

All loans are measured at the principal amount. interest is charged as an expense as it
accrues.

{m} Contributed equity

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

Any fransaction cosis arising on the issue of the shares are recognised directly in equity as a
reduction of the proceeds received.

{n} Foreign currency translation

Both the functional and presentation currency of the Company is Australian doliars ($).

Transactions in foreign currencies are inifially recorded in the functional currency at the
exchange rates ruling at the date of the fransaction.

The functional currency of the overseas associated entities is pound sterling (£}.

As at the reporting date the invesiments in overseas associated entifies are translated into the
presentation currency of the Company at the rate of exchange ruling at the balance sheet date.
The exchange differences are taken directly to a separate component of equity.

On disposal of investments in overseas associated entities, the deferred cumulative amount
recognised in equity relating to that particular foreign operation is recognised in the income
statement.

{0} Revenue recognition

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 account
but not received at balance date is recognised as a receivable. The following specific
recognition criteria must also be met before revenue is recognised:

Operating leases

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

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{0} Revenue recognition - continued
investment Income

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

Revenue from the sale of investment properties

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

Net increment in market valuie of invesiments

Changes in the net market value of invesiments are recognised as revenue or expense in
determining the net profit for the year.

Fess

Revenue from fees is recognised in accordance with the ferms and condifions of the
agreements.

interast
Control of the right to receive the interest payment.
Dividends and distributions

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

{p) Leasing Incentives

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

{q) Taxes
Company income faxes

Tax-effect accounting is applied using the liability 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 ifems are taken into account in determining taxable income, the net
related taxation benefit or liability, calculated at current rates, is disclosed as a future income
tax benefit or a provision for deferred income tax. The fulure income tax benefit relating to tax
losses and timing differences is not carried forward as an asset unless the benefit is virtually
certain of being realised.

Goods and Services Tax (GST)

Revenue derived and expenses incurred by the consolidated entity are recognised net of any
amount of GST that is payable to or can be recovered from the Australia Taxation Office
{ATO). Amounts recognised as receivables and payables at balance date include the amount
of GST recoverable or payable.
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{r} Employee entitlements

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

Liabilities arising in respect of wages and salaries, annual leave, sick leave and any other
empioyee entilements expected to be setiled within twelve months of the reporting date are
measured at amounts expected {0 be paid when liabilities are settied. All other employee
entilement liabilities are measured at the present value of the estimated future cash cutfiow to
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 atiaching to
government guaranteed securities, which have terms to maturity approximating the terms of
the related liability, are used.

Employee entitlements expenses and revenues arising in respect of the following categories:

+» wages and salaries, non-monetary benefits, annual leave, long service leave, sick
leave, and cther leave entiflements; and

» other types of employee entilements

are recognised against profits on a net basis in their respective categories.

{s} Derivative financial instruments
Interest rate swaps

The consolidated entity enters into inferest rate swap agreements that are used fo convert the
variable interest rate of ifs short-term borrowings fo 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 entify's policy nol to recognise interest rate swaps in the financial
statements. Net receipts and payments are recognised as an adjustment fo interest expense.

Leasing fees

Costs that are directly associated with negotiating and executing the ongoing renewal of {enant
lease agreements (including concessions, legal fees and costs of preparing and processing
documentation for new leases) are delivered and analyses over the in preparation to the
residual revenue recognised in end of financial year.

{t} Leasing incentives

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

Lease incentives in ihe form of up-front payments, contributions to certain lessees' costs,
relocation costs and fitouts offered in relation fo the ongoing operation of the property are
recognised as an assef 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
asseis 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.
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

{u} Earnings per share (EPS)

Basic EPS is calculated 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 at the end of the year.

{v} Comparatives

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

Jun05  Jun-G4 Jun-05 Jun-04
$'000 $000 $000 $'000

2. REVENUE FROM ORDINARY ACTIVITIES

Revenue from operating activities
Property rental income
Interest income from mortgage investments
Fee income from mortgage invesiments
Revenue from sale of investment properties
Revenue from sale of 50% interest in options
Property management fees
Fund management fees
Consulting and other fees

Total revenue from operating activities

Revenue from non-cperating activities
Distributions from investments in uniis
Gains on disposal of investments in units
Change in net market value of investments
Bank inferest

Total revenue from non-operating activities

Total revenue from ordinary activities

Share of net profits of joint ventures and

associates

accounted for using the equity method
Share of profiis of joint ventures and

associates

Gains
Net gains on disposal of investment properties
Net gains on disposal of option investment

Total gains from sale of invesiments
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

30 June 2005

3. EXPENSES

Depreciation of non-current assets
Flant and equipment
Total depreciation of non-current assets

Amortisation of non-current asseis
Finance costs

Goodwill

Leasehold alterations

Software

Total amortisation of non-current assets
Total depreciatiocn and amortisation
expenses

Borrowing costs expensed
inferest expense
Total borrowing costs expensed

Bad and doubtful debis

Other expenses
Property ocutgoings
Expenses on sales of invest. properties
Management fees
Auditer's remuneration
Custody fees
Registry maintenance costs
Rent
Other

Other expenses from ordinary activities

Jun-05
$°000

CONSOLIDATED

Jun-04
$000

Jun-05
‘000

PARENT ENTITY

Jun-04
$'000

103
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

30 June 2008
CONSOLIDATE PARENT
Notes D ENTITY
Jun-05  Jun-04 Jun-05 Jun-04
$000 $00C $'000 $'G0C
4, INCOME TAX

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

Net profit from ordinary activilies before income fax
Associates' net profit from ordinary activities

Net profit attributable fo a partly owned trust

Profit/{loss) from ordinary activities before income tax

Prima facie tax on profit/{loss} from ordinary activities
Tax effect of permanent differences

Capital expenses

Depreciation

Amortisation of intangible assels

Non-assessable capital gain

Other items {net)
income tax expense attributabie to ordinary activities

Deferred tax assets and liabilities
Current tax payable

Provision for deferred income fax - current
Total current

Future income tax benefit - non-current

Tax consoclidation

Effective 1 July 2002, for purposes of income taxation, Abacus Group Holdings Limited and iis
100% owned subsidiaries formed a tax consolidation group. Members of the group entered into
a tax sharing agreement providing for allocation of income tax liabilities between the entities
should the head entity defauif on iis tax payment cbligations. At the balance date the possibility
of default is remote. The head entity of the tax consolidated group is Abacus Group Holdings
Limited.
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

Notes CONSOLIDATED PARENT ENTITY
Jun-05 Jun-84  Jun-05  Jun-04
$'000 $'000 $'000 $'000

5. DIVIDENDS PAID OR PROVIDED 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 amount of franking credits available for the

subsequent financial year are:

-~ franking account 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

6. RECEIVABLES

Trade debtors {H
Property sales receivable

Short-term deposits {ii}
Other debtors

Related party receivables (it
Total receivables

{a} Terms and conditions

{iy Trade and other debfors are non-interest bearing and generally on 30 day terms.

{ii}y Short-term deposits have an average maturity of 180 days at a fixed interest rate which has
averaged 5.13% for the year {2004 5.15%).

{iily Related party receivables are non-interest bearing and generally on 30 day terms.

7. OTHER FINANCIAL ASSETS {CURRENT)
Investments in mortgage loans - secured {a)
Totat other financial assets

{a) Mortgages are secured by real property assets. Repayment dates are on or before 30 June
2005.

Weighted average interest rate at 30 June 2005 was 14.56% pa.

8. OTHER CURRENT ASSETS
Refundable deposiis
Prepayments

Total other current assets
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

Notes CONSOLIDATED PARENT ENTITY
Jun-05 Jun-04 Jun-05 Jun-04
000  $'000

9. PLANT AND EQUIPMENT
Flant and equipment
At cost

Accumulated depreciation and amortisation
Total written down amount

Rececnciliations

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 of the financial year
Additions

Disposal of motor vehicle

Depreciation and amortisation expense
Carrying amount at end of the financial year
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

10. INVESTMENT PROPERTIES

Consolidated

Cost
including value
all Independent note (a)

Acqguisition additions vatuation Jun-05  Jun-04
Property date $000 date $000 $'000 $000
{a) Current:
108 Pitt Street, Sydney, NSW 22-Jun-88 17,622 20,921

{see note (b} below)

{k) Non-Current:
244 Liverpoot Road, Ashfield, NSW (i} 26-Mar-98 2,507 2,507
252 Liverpoot Road, Ashfield, NSW (i} 2-Mar-00 1,107 1,107
254 Liverpoot Road, Ashfield, NSW (i} 31-Aug-01 2,662 2,662
256 Liverpoot Road, Ashfield, NSW (i} 28-Sep-98 820 820
Project development cosls 657 458
Property Revaluation
- 244256 Liverpool Rd 304
Properties owned by parent entity 7,753 30-Jun-05 6,800 7.858
Hornsby Crescent, Hornsby {©) 55667
4-8 Jacobs Street, Bankstown (if) 2-Dec-02 5,147 30-Jun-05 4,900 5,155
Macarthur Avenue, Pinkenba (i) 11-hov-04 3,278 30-Jun-0b5 3150 -
Properties owned by AGHL and ifs subsidiaries - non-
current 18,570
Total investment properties 39,491

{1 As valled by CB Richard Ellis Pty Lid
(i) As valued by DTZ Australia
{iily As valued by Colliers International Consulfancy and Valuation Py Lid

Notes:

{a} The consolidated value at 30 Juns 2005 includes capital expenditures after the fast valuation date.

{b) The property at 108 Pitt Street is currently under refurbishment and has been suhdivided into strata
units. The retall component and the leasehold interest in the car park were sold in prior financial
years while the sale of the commercial units continues at 30 June 2008

{e) This reflects the 50% interest in the Hornsby joint venture, a residential project, consolidated
in the prior year. The joint venture agresment refzding to this project was terminated during the year and,
atcordingly property has bean deconsolidated for the year ended 30 June 2005

{d} The investment properties are used as security over the bank koans {see notes 16 & 18).
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

10. INVESTMENT PROPERTIES continued

Reconciliations
Reconciliation of the carrying amounts of investment properties at the beginning and end of the
current and previous financiat year:

Consolidated value

note (a)
Jun-05 Jun-04

000 $000
investment properties
Carrying amount at beginning 50,808
Additions 12,732
Net revaluation decrements
Disposals

Notes CONSOLIDATED
Jun-05 Jun-04
$°000 $000
11. INVESTMENTS ACCOUNTED FOR
USING THE EQUITY METHOD
Investment in associates 11(a) -
Investment in joint ventures 11{b) 8,778
8778
{(a} INTEREST IN ASSOCIATES Balance Ownership interest held
Name Date by consclidated entity
Jun-05 Jun-04
Yo %
Stanright Limited 30 Jun 0

(i} Principal activity
The principal activity of Stanright Limited is investment in a 50% interest in the leasehold of
Grant Thornton House, UK
CONSOLIDATED
Jun-05 Jun-04
000 $000

(ii) Share of associates’ profits (losses)
Share of associates”
~ net profit before income tax
~ income tax expense attributable to net profit
Share of associates’ net profits
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

30 June 2005

CONSOLIDATED
Jun-05 Jun-04
000 $000

11. INVESTMENTS ACCOUNTED FOR
USING

THE EQUITY METHOD continued

(i} Carrying amount of investment i associates

Balance at the beginning of financial year
- investments during the year
- share of associates' net result (1)

Carrying amount of investment in associates

at the end of the financial year

{1} No amcunts have been recognised in this financial statements with respect to the

associates'

resulis as the directors believe that the share of associates' resulis should be recognised on

successful completion of the proiects.

(iv) Share of associates’ assets and fiabilities

Total assels
Total liabilities

Net assets -
() INTEREST iN JOINT VENTURES Balance Ownership interest held
Name Date by consoiidated entity
Jun- Jun-04
o %
Abacus Private Equity Fund Neutral Bay 30-Jun-05 50
40 Yeo Street Pty Limited 30-Jun-05 50
Abacus Rosebery Property Trust 30-Jun-05 50
Abacus Nominees {No 4) Pty Limited 30-Jun-05 50
Telak Close Pty Limited 30-Jun-05 50
Willoughby Development Trust 30-Jun-05 50
Brocklands Motel Mornington Pty Lid 30-Jun-05 50
The Mormington Investment Unit Trust 30-Jun-05 50
Corporate Helpers Pty Lid 30-Jun-05 50
The Main Street Pakenham Unif Trust 30-Jun-05 50
Highett Plaza Pty Ltd 30-Jun-05 50
Highett Plaza Unit Trust 30-Jun-05 50
Pakenham Valley Pty Ltd 30-Jun-05 50
Pakenham Valley Unif Trust 30-Jun-05 50
Highett Apartments Pty Limited 30-Jun-05 50
The Highett Apartments Unit Trust 30-Jun-05 50

(i} Principal activilies

The ioint ventures acquire and develop commercial and residential investment properties

intended for resale.
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

11. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD continued

CONSOQLIDATED
Jun-08 Jun-04
$'000 $'000

(if} Share of joint ventures’ profils {losses)
Share of joint veniures".

~ net profit before income tax 4 291
-~ income tax expense attributable {o net profit -
Share of joint ventures' net profits 4,291
(i) Carrying amount of investment in joint ventures

Balance at the beginning of financial year 4,504
~ share of joint ventures' net resuit 4,291
- investments acquired 8,572
- investments disposed (6,589}
Carrying amount of investment in joint ventures

at the end of the financial year 8,778
(iv) Share of joint ventures' assets and liabilities

Current assets 15,380
Non-current assets 26,259
Current liabilities {17,400)
Non-current liabilities {15,461)
Net assets 8,778
(v} Retained earmings of the Group attributable o

associates and joint veniLires

Balance at the beginning of the financial year 782
Share of profils of associates and joint ventures 4,291
Distribution of profits of associates and joint ventures 4,292

Balance at the end of the financial year
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

Notes CONSOQLIDATED PARENT ENTITY
Jun-05  Jun-04  Jun-05  Jun-04
¥, 0 $!OOO 1 ]

0 $'000

12. OTHER FINANCIAL ASSETS {NON-
CURRENT)

investments in morigage ioans - secured
investments in mortgage foans - unsecured

nivestmenits in options - unlisted
nvestments in shares - unlisted
nvestments in shares - listed

i
i
i
investments in subsidiaries

105,882

{a) Mortgages are secured by real property assets. Repayment fall between 6 January 2008
and

31 May 2010 at an interest rate of 14% pa.

(b} Repayment dates vary from 8 January 2008 to 12 February 2008 at a weighted average
interest rate

of 9.03% pa.

{c) interests in subsidiaries
Name % of equity
interest
held by the
Company investment
Jun-05  Jun-04  Jun-05  Jun-04

Subsidiaries of the Abacus Group Holdings
Limited:

Abacus Funds Management Limited
Abacus Financial Planning Limited
Abacus Property income Fund

Abacus Pitt Street Property Trust
Abacus Sunbury Pty Lid

Abacus Bankstown Properiy Trust
Abacus Hornsby Pty Limited

Abacus Nominee Services Pty Limited
Abacus Nominees {No 2} Pty Limited
Abacus Nominees {No 3} Pty Limited
Abacus Nominees {No 5) Pty Limited
Abacus Nominees {(No 7) Pty Limited
Abacus Nominees (No 9) Pty Limited
Queen Street Development Pty Limited
Amiga Pty Limited

Frengail Pty Limited

Abacus Hobart Growth Trust

Abacus Storage Funds Management Limited
Total investments in subsidiaries




ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

Notes CONSOLIDATED PARENT ENTITY
Jun-065  Jun-g4 Jun-05  Jun-G4
000 $'000 $'000 $'000

13. INTANGIBLES
Goodwill
Accumuiated amortisation

14. OTHER NON-CURRENT ASSETS
Deferred costs
Less accumulated amortisation

15. PAYABLES

Trade creditors {i)
Other creditors (i)
Goods and services tax

Accrued expenses

Related party payables {iy
Intercompany payables

{iy Trade and other creditors are non-interest bearing and are normally settied on 30 day terms.
{iiy Related party payables are non-interest bearing and are normally setiled on 30 day terms.

16. INTEREST-BEARING LIABILITIES
(CURRENT)

Borrowings secured by mortgage
-~ bank loans

14,135

The bank loans are provided by several banks. interest rates include both floating and fixed, by
execution

of swap controls arrangements. The interest rates on debt that has been swapped to on fixed
rate

borrowings had a weighted average of 6.65% at year end, while interest on floating rate
borrowings is

paid quarterly based on existing swap and vield rates quoted on the day.

The bank oans are secured by a charge over investment properiies as described in Note 10.

17. PROVISIONS (CURRENT)
Employee entitlemenis 24
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

Notes CONSOLIDATED PARENT ENTITY
Jun-05  Jun-04  Jun-05 Jun-04
$'000 $'000 $°000 $000

18. INTEREST-BEARING LIABILITIES (NON -
CURRENT}

Borrowings secured by mortgage
~ bank loan {a)
- loan from Abacus Trust {h)

{a) The bank loan is provided by @ major bank. The bank loan is on a floating rate
arrangement and paid

guarterly based on existing swap and yield rates quoted on the day. The loan is repayable by
June 2010

and is secured by a charge over investment properiies as described in Note 10.

{b) Loan faciliies from related parties have maturity dates of not later than 30 June 2008.
Interest is

payable at an interest of 10% pa (2004 14% pa).

19. PROVISIONS (NON-CURRENT)
Employee entitlements

20. CONTRIBUTED EQUITY
{a} Issued shares

{b) Movements in contributed equity for the year

Jun-05 Jun-04
Shares ©on issue Shares on issue
Number Value Number Value

‘006 $000
270,420 8,662

Balance at the beginning of the financial year
Issued during the year

- institutional equity raising

~ security purchase plan

Balance at the end of the financial year

270,420 8,662

c. Terms and conditions of contributed equity
Shareholders have the right to receive dividends as declared and, in the event of winding up of

the Company, to parficipate in the proceeds from sale of all surplus assets in proporiion fo
the number of shares held.
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ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

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.

Notes CONSQLIDATED PARENT ENTITY
Jun-05 Jun-Q4  Jun-D5 Jun-04
i $000

{ii} Movements in reserve

Balance at beginning of year

Revaluation decrements on revaluation of
investment properties

Realised revaluation reserve on sale of
investment properties

Balance at end of the financial year

{b} Foreign currency transiation

{iy Nature and purpose of reserve

The foreign currency translation reserve is used fo record exchange differences arising from
the translation of the investments overseas.

(i} Movements in reserve

Balance at beginning of the financial year
Loss on translation of investments in foreign
associated entity

Balance at end of the financial year

Total reserves

{c) Retained earnings/(accumuiated losses)
Balance at the beginning of the financial year
Net profit/(loss) attributable fo members of AGHL
Realised reserve on sale of investment properties
Adjustment from changes in associated entities
Balance at end of the financial year

22. STATEMENTY OF CASH FLOWS

{a) Reconciliation of the net profit after tax to the net cash flows from operations

Net profit {2,291}
Depreciation of non-current assets
Amortisation of non-current assets
Provision for doubtful debts

Unrealised investment {gain) loss

Net gain on sale of non current assets
{increaseldecrease in other assels
increase in payables and other liabilities
Net cash flow from operating activities




ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005

Notes CONSQLIDATED PARENT ENTITY
Jun05  Jun-04 Jun-05 Jun-04
$'000 $000 $°000 %000

{b} Reconciliation of cash

Cash balance comprises:
Cash assets

Closing cash balance

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

Total facilities
- bank loans
- other

Facilities drawn at reporting date
- bank loans
- other

Facilities available at reporting date
- bank loans
- other

42,626

{d) Acquisition of Controlled Entities
Abacus Property Group acquired 100% ownership of Abacus Storage Funds Management
Limited.
The components of the acquisition cost were:

Date Consideration
Entity Notes Acquired $'000

Abacus Storage Funds Management Limited 31-May-05
Total consideration

Net assets of the controlled entities at acquisition date;
Cash

Receivables

Other financial assets

Payables

Other liabilities/provisions

Net cash effect

Cash consideration paid

Cash included in net assets acquired

Cash paid for purchase of confrolled entities as reflected in the
combined financial report
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Note

s CONSOLIATED PARENT ENTITY
Jun05 Jun-04 Jun-05 Jun-04
$'000 $000 $'000 $000

23. CAPITAL AND EXPENDITURE COMMITMENTS

Joint ventures

The consolidated entity has remaining "at call”
contributions to the joint venture projects to an
agoregate amount of;

Other persons
Proiected expenditure cutlay to complete the
refurbishment of the property at 109 Pitt Street, Sydney

24. EMPLOYEE ENTITLEMENTS

The aggregate employee entilement liability is
comprised of:

- provisions {current}

- provisions {non-current}

25. EARNINGS PER SHARE

The following reflects the income and share date used in the calculation of basic and diluted
earnings per share:
Jun-05 Jun-04
$°000 $008

Net profit atiributable to members 649

Number of
Shares
Jun-05  Jun-04

Weighted average number of shares 270,420

26. SUBSEQUENT EVENTS

On 10 August 2005, the Group completed a capital raising of $55.0 million and issued
approximately 42.8 million securities at $1.28 per security. Of the total $55.0 million capital
raised, approximately $3.7 million has been allocated to AGHL.

During August 2005, the Abacus Group Holdings Limited (AGHL) completed the acquisition of
the initial portfolio of storage facility assets by the Abacus Storage Fund. To assist with the
settlement of assets and to provide short {erm working capital, AGHL, through an associated
entity, advanced approximately $40 million ahead of raising capital from exiernal invesiors.

Other than as disclosed already in this report, there has been no matter or circumsiance that
has arisen since the end of the financial year that has significantly affected, or may effect,
AGHL’s operations in future financial years, the resuiis of those operations or AGHL's state of
affairs in future financial years.
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Notes CONSOLIDATED PARENT ENTITY
Jun~04_“ Jun-04

27. 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

28. DIRECTOR AND EXECUTIVE DISCLOSURES
{a} Details of Specified Directors and Specified Executives

(i} Specified Direciors

Mr John Thame Chairman {Non-executive)
Dr Frank Wolf Deputy Chairman {Executive)
8ir David Bastian Managing Director
Mr Dennis Bluth Director (Non-executive)
Mr Phillip Green Director (Non-executive)
Mr Malcolm irving Director {Non-executive)
Mr Len Lloyd Executive Director
(if} Specified Executives
J L'Estrange General Manager ~ Property Finance
S ’Donoghue Chief Financial Officer & Company Secretary
P Strain General Manager - Leasing and Administration
K Kitchen General Manager — Distribution
C Bibby General Counsel

Remuneration of Non-Executive Directors

The remuneration policy for Non-Executive Directors seeks to appropriately remunerate them
for their ime, commitment and responsibilities.

Non-executive directors are paid a directors fee and do not receive any retirement benefits
{other than superannuation which is inclusive in the directors fee) or performance related
compensation. Where a Non-Executive director serves on the Group’s Credit Committee, they
receive remuneration for this service in addition to a directors fee. The aggregate pod
available for payment of directors fees to Non-Executive Directors of the Group is an amount
not to exceed $165,000 (inclusive of superannuation guarantee contributions). This amount
was applicable at the time of listing in November 2002.

Given the current approved total Non Executive Directors fee pool has been in force since
November 2002, the Directors intend to propose a change fo the direciors fee pool to
incorporate a sitructure of a base fee together with fees for service on various Board
commitiees. it is infended ithat securify holders will be asked to approve an increase in
directors’ fees at the next Annual General Meeting of the Group.
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28. DIRECTOR AND EXECUTIVE DISCLOSURES continued

Remuneration of Specified Directors and Senior Executives

Executive Employment Contracts

On 1 October 2002, the Group entered into a thirty three month executive employment contract
with an Executive Director, F.M Wolf, and the Managing Director, D.J.Bastian. The agreement
stipulates the starting base salary, allows for annual review and inflation adjusiment and
provides for short term incentive payments in addition to the executive’s base salary at the
discretion of the Board. The agreements expired on 30 June 2005 and new agreements are in
the process of being negoliated.

There are no other executive service agreements.

Executive pay

The Board's policy on Execulive pay is to ensure remuneration is reasonable, competitive,
mativating and appropriate for the resuits delivered. The Remuneration and Nomination
Committee takes external advice in its deliberations.

The current remuneration structure has two components, the combination of which comprises
the Executive’s fotal remuneration:

» base pay & benefits (fixed); and
» short term incentive {variable “at risk”)

There is currently no long term incentive structure or program in place. The fotal remuneration
package seeks to provide an appropriate mix of base salary with short term incentive.

(i) Base Pay

Executives are offered a base pay that comprises the fixed component of their total
remuneration. Subject fo meeting minimum Superannuation Guarantee obligations,
Executives are able to nominate the mix between cash and superannuation contributions.

Base salary is set by reference to the Executives position, experience and performance.
The Group aims fo ensure base salaries are competitive in the market. Base salaries are
reviewed annually having regard to individual and Group performance and external market
conditions.

The base pay of Executive Directors and senior executives are reviewed and approved by
the Remuneration & Nominations Commitiee.

(i) Short Term Incentives

At the discretion of the Board, executives and senior managers may receive short term
incentive payments based on reference to a variety of measures, both financial and non-
financial. These measures primarily include Group profitability targets, returns to security
holders and certain key performance indicators such as assets under management.

The Board considers that performance linked objectives thal have an operational and
financial impact focus are best suited to the outcomes desired by security holders. Non-
financial measures are also taken into account.

The actual level of short term incentive payments awarded o each Executive at the end of
each year is determined by reference to achievement of the targets and the extent to which
executives were able to contribute to such achievement.

in awarding short term incentives for the 2006 financial year, the directors intend to make
the performance indicators more specific to individuals and their contribution to the Group’'s
results.
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28. DIRECTOR AND EXECUTIVE DISCLOSURES continued

{d) Remuneration of Directors

The remuneration of Directors for the year ended 30 June 2005 is set cut below:

Salary Cash Super. 2005
& Fees Bonus annuation Total
J Thame 68,320 - 8,560 72,880
D Bluth 33,320 - 3,285 36,615
P Green 28,528 - 2,622 29,150
M Irving 29,150 - - 29,150
F Woif 551,250 400,000 - 951,250
D Bastian 484,540 250,000 11,585 748,125
L Lloyd ' 169,500 60,000 51,000 280,500
Total 1,360,608 710,000 75,062 2,145,670
(1Y L Lloyd is a director of Abacus Group Holdings Limited oniy.
The remuneration of Directors for the year ended 30 June 2004 is set cut below:
Salary Cash Super- 2004
& Fees Bonus annuation Total
J Thame 65,793 - 7.087 72,880
D Bluth 30,527 - 3,288 33,8186
P Green 26,317 - 2,835 28,152
M Irving 28,152 - - 28,152
F Woif 525,000 350,000 - 875,000
D Bastian 461,428 250,000 11,002 722,500
L Lloyd " 150,000 20,000 60,000 230,000
Total 1,288,217 620,000 84,213 1,982,500

{1V L Lloyd is & director of Abacus Group Holdings Limited only.

{e} Remuneration of Specified Executives

The remuneration of Specified Executives for the year ended 30 June 2005 is set cut below:

Salary Cash Super- 2008

& Fees Bonus annuation Totatl
J L'Estrange 196,914 100,000 28,086 325,000
S O'Donoghue ¥ 188,904 65,000 12,058 265,962
K Kitchen 194,414 56,000 11,586 262,000
P Strain 173,414 60,000 11,586 245,000
C Bibby 158,414 30,000 11,586 200,000
Total 912,060 311,000 74,802 1,297,962

{1y Commenced empioyment in September 2004,
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28. DIRECTOR AND EXECUTIVE DISCLOSURES continued

The remuneration of Specified Executives for the year ended 30 June 2004 is set cut below:

Salary Cash Super- 2004

& Fees Bonus annuation Total
J L'Estrange 194,283 50,000 11,002 255,285
R Hill 193,748 - 11,002 204,750
K Kitchen 145,488 25,000 11,002 182,500
F Strain 153,435 20,000 11,002 184,437
C Bibby 145,488 15,000 11,002 172,500
Total 834,472 110,000 55,010 898, 482

{e) Security holdings of Specified Directors and Specified Executives

Securities heid in Balance Net Change Balance
Abacus Property Group 1 July 04 Other 30 June 05
{number)}

Specified Directors

J Thame 35,000 8,000 43,000
F Wolf 6,806,046 12,000 6,818,046
D Bastian 7.040,000 - 7.040,000
P Green 9,366,930 - 9,366,930
M Irving 20,000 4,000 24,000

Specified Executives

P Strain 10,000 - 10,000
K Kitchen 13,482 - 13,482
C Bibby 4,500 - 4,500
Total 23,285,268 24,000 23,319,268

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

{f} Director transactions

Directors of the consolidated entity and directors of its related parties, or their director-related
entifies, conduct transactions with entities within the consoclidated entity that occur within a
normal employee, customer or supplier relationship on terms and conditions noc more
favourable than those with which it is reasonable to expect the entity would have adopled if
dealing with the director or director-related entity at arm’s length in similar circumstances.

During the year ended 30 June 2005 directors received distributions from the controlled entity
on their stapled securifies in the Abacus Property Group and on their investment in various
Trusts managed by Abacus Funds Management Limited as Responsible Entity.
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28. DIRECTOR AND EXECUTIVE DISCLOSURES continued

{g) Director-related entity transactions

Abbott Tout was paid $0.45 million {(2004: $0.38 million) for legal services invalving lease
documentation, sales contracts and the provision of corporate advices. A partner in Abbolt
Tout, Mr Dennis Bluth, is a director of Abacus Funds Management Limited {AFML) and Abacus
Group Holdings Limited (AGHL).

During the year FSP Group Pty Limited was paid $0.2 million (2004: $0.3 million) 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
Uitimate Parent

Abacus Group Holdings Limited is the ullimate 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.

Whelly owned group transactions

Abacus Funds Management Limited and iis subsidiary, Abacus Property Services Piy Limited,
received 30.7 million from its parent entity and other members of the AGHL group in consulfing
and performance fees, and for services related to funds and property management.

Related party transactions

Loans made by Abacus Trust to AGHL and its subsidiaries amounted fo $180.0 million
including interest repayable on or before 30 June 2008. Interest is currently charged at 10% per
annum {2004: 14%).

In accordance 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 fotal amount of $2.1 million {2004: $1.3 million}.

Other related parties

Abacus Finance Pty Limited, a subsidiary of AGHL, made loans to Abacus Diversified Income
Fund amounting to $7.0 million including interest at 30 June 2005 {2004: $22.8 million). interest
is at 8.07% per annum. Abacus Income Trust paid AGHL and iis subsidiaries a total of $4.8
million (2004: $2.2 million} in fees relating to property acquisifions, project and property
management, prospectus raising and other services. Abacus Funds Management Limited is the
Responsible Entity of Abacus Income Frust.

Abacus Finance Pty Limited, a subsidiary of AGHL, made loans to Abacus Retail Property
Trust during the year amounting to $7.5 million including interest at 30 June 2005. Interest is at
9% per annum. Abacus Funds Management Limited is the Trustee of Abacus Retail Property
Trust.

Abacus Funds Management Limited received $0.4 million (2004. $0.8 million) in asset
management fees and compliance cost recoveries from various trusts where Abacus Funds
Management Limited is the Responsible Entity. Abacus Property Services Pty Limited received
$0.2 million (2004: $0.6 million} in property management fees and salary recoveries from the
same frusts. During the year Abacus Funds Management Limited received $0.9 millicn {2004:
$0.8 million) in management fees 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,
being property rental and sales, other property-based investments and funds management. The
property rental and sales operations comprise the leasing and maintenance of commercial,
retaill and industrial properiies and the conversion of commercial properties into commergial
strata units intended for sale. The other property-based investments comprise morigage
fending and investment in joint venture activities and in securities of other listed and unlisted
property frusts. Funds management comprise property and funds management and other
consulting activiies. Revenue is derived from property rentals, interest, fees and property
sales,

Business segments Property Other property- Funds
Rental & Sales  based investments Management Consolidated
Jun-05  Jun-04  Jun-05 Jun-04  Jun-05  Jun-04 Jun-05 Jun-04
$'000 $000 $000 $'000 $'000 $'000 $000 $'000

Segment revenue:
Revenues and share of net
profits from associates and
customers outside the

consolidated entity 51,584
interesl revenue 274
Total revenue and share of
net profit from associates 51,858
Segment results:
Segment resuit 17,606
interest income 274
income tax (193
Borrowing costs 18,336
Total resuits 6549
Segment asseis 166,686
Future income tax benefit 206
166,892
Segment liahilities 134,200
interesl-bearing liahilities 17,234
Tax fiabilities 122
151,312
Other segment
information:
Acqulisition of controlled
entities -
Depreciation and
amortisation 1.870

Non-cash expenses other
than depreciation and
amortisation
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30. SEGMENT INFORMATION continued
Segment 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 changes in segment accounting policies that
had a material effect on the segment information. The consolidated entify operates wholly
within Australia except for an investment of approximately $3 million in assocciated entities in
the United Kingdom.

31. FINANCIAL INSTRUMENTS

{a} Interest rate risk exposures

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

Finangial Norn- Total Weighted
instruments Floating Fixed interest rate maturing in: interest Carrying average
interest rate =<1 year >1to 5 years >5 years bearing Amount effective

2005 $'000 $'000 $000 $000 $'000 $'000 interest rate
Financial Assels
Cash at bank 2,853 - - - - 2,853 532%
Receivable - 132 - - 17894 17,8268 5.13%
Other financial

assets - 41,803 71,180 - - 112,883 12.86%
Equity
investmenits - - - - 13,770 13,770 -

2,853 41835 71,180 - 31,464 147,432

Financial Liabilities

Fayables - - - - 3.485 3,485 -
Bank loans 4,984 - - - - 4,984 6.45%
interest rate

swaps {11,100} 8,000 3,100 - - - B573%
Other loans - - 180,028 - - 180,028 11.00%
Provisions - - - - 1,479 1,479 -

{6,118) 8,600 183,128 - 4,864 188,978
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Financial Non- Total  Woeighted
Instruments Floating Fixed interest rate maturing in:  interest Carrying average
>1105
interest rate =<1 year years >5 years bearing Amount effective
inferest
2004 $000 $000 $000 $'000 $'000 $000 rate
Financial Assets
Cash at bank 981 - - - - 961 513%
Receivable - 132 - -~ 25895 25827 5.15%
Other financial
assels - 18,115 40,872 - - 58,787 11.03%
Equity investments - ~ ~ - B778 8,778 -
9681 18247 40,872 -~ 34,473 94,353

Financial Liabilities

Payables - - - -~ 2,500 2,500 -

Bank loans 17,235 - - - - 17,235 B6.76%

Interest rate swaps {11,100} - 11,100 - - - 8.71%

Other loans - - 131,010 - - 131,010 14.11%

Provisions - - - - 568 568 -
8,135 - 142110 - 3,088 151,313

{b) Credit risk exposures

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

The consolidated entify’s maximum exposure to 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 liabilities
Recognised financial instrumenis

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

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

Short-term borrowings: The carrying amount approximates fair value because of their short
term to 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
consolidated entity for debt of the same remaining maturity and security plus costs expected to
be incurred were the liability 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.

38



ABACUS GROUP HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
30 June 2005
31. FINANCIAL INSTRUMENTS continued

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

Net Fair Values
Total carrying amount

as per the statement of Aggregate
financial position net fair value

2005 2004 2005 2004
i $'000 ' 0 $'000

Financial liabilities
Bank loans 17,235 17,199
Interest rate swaps n/a {15}

n‘a Not applicable since financial instrumenis are not recognised in the financial statements.

Unrecognised financial instrumentis

interast 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.

32. LEASES

All the properties owned by the combined entity are leased to third parties under operating
leases at 30 June 2005. Lease terms vary between tenants.

CONSOLIDATED PARENT ENTITY
Jun-08 Jun-04 Jun-05 Jun-04
$'000 $000 $'000 $'000

Future minimum rental revenues under
non-cancellable operating leases at
30 June 2005 are as follows:

- not later than one year
- later than one year and not later than

five years

- later than five years
Total

33. COMMITMENTS AND CONTINGENCIES

The company has commitments to pay the balance of contracted refurbishment works in 108
Pitt Street to an aggregate amount of $0.5 million {June 2004: $1.8 million}, the remaining “at
call” confributions to joint ventures fo an aggregate amount of $1.8 million (June 2004: $18
million} and the unused poriion of the loan facilities to outside parties in the amount of $1.6
million. In addifion, the company has provided guarantees {0 ouiside parties, including banks
as additional security for Group and related entity bank loans, for an aggregate amount of
$60.6 mitlion.
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34. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS {AIFRS)

Abacus Group Holdings Limited has identified key areas impacted by AIFRS and is currently in
the final stages of quantifying those impacis.

The opening AIFRS balance sheet as at 1 July 2004 has been completed and will form the
basis of accounting under AIFRS in the future and is required for the preparation of Abacus
Group Holdings Limited’s first fully compliant financial statements for the half year ending 31
December 2005.

Set out below are the key areas where accounting policies are expected to change on adoplion
of AIFRS including the estimated financial impacts to total equity as at transition date and 30
June 2005 and on net profit for the year ended 30 June 2005. The actual effects of transition to
International Financial Reporting Standards {IFRS)} may differ from these estimates when
implementation is finalised due to (a) ongoing work being underiaken on AIFRS; (b} potential
amendments to AIFRSs and Interpretations thereof being issued by the standard-setters and
IFRIC; and {c) emerging accepted industry praclice in the interpretation and application of
AIFRS and LIG Interpretations.

{a} Reconciliation of equity as presented under AGAAP to that under AIFRS

Notes CONSOLIDATED PARENT ENTYY
30-Jun-05  1-Jul-04 30-Jun-85 1-Jul-04

$'000 $'000 $'000 $'000
Totat equity under AGAAP 11,878
Adjusiment to retained earnings {net of tax)
Write-back of goodwill amortisation {i} -
Transfer of assel revaluation to retained earnings (i} {1,653}
Transfer of assel revaluation to retained earnings (i} 1,653
Amortisation of tease incentives {iii) -
Reversal of profits on sales settled afler year end  {iv) -
Adiustment to income tax expense () 807

Total equity under AIFRS

{i} Under AASB 3 Business Combinations goodwill would not be amortised but would be subject
to annual {or more frequent} impairment testing under AASB 136 Impairment of Assefs.
Currently, the company amortises goodwill over ifs useful life estimated at 20 years. The
company has elected not to apply the Siandard retrospectively in accordance with the
exemption provided in AASB 1 First-time Adoption of Australian Equivalents to International
Financial Reporting Standards and hence the goodwill amortised in prior years would not be
written back as at the date of fransifion.

{iiy Under AASB 140 Invesiment Property, if investment properties are measured at fair value,
gains or losses arising from changes in fair value will be recognised in profit or loss for the
period in which they arise. The company intends to value its investment properties at fair value
adhering fo 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.

{iii) Under AASB 117 Leases and UiG interpretation 115 lease incentives irrespective of nature
or form or timing of payments should be amortised over the lease ferm. The company currently
amortises lease incentives with the exception of rent-free and rental abatements which when
recognised and amortised would increase income in earlier periods.
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{iv) Under AASB 118 Revenue the revenue recognition criteria in the sale of goods include
requirements that the entity has transferred to the buyer the significant risks and rewards of
ownership of the goods and that the entity retains neither continuing managerial involvement to
the degree usually associated with ownership nor effective control over the goods. Sale of
investment properties is currently recognised as income on exchange of unconditional contract
of sale. AASB 118 will effectively delay recognition of revenue to settlement date.

{vy Under AASB 112 Income Taxes, income tax will be calculated using the balance sheet
liability method, rather than the current income statement method, which recognises deferred
tax balances where there is a difference between the carrying amount of an asset or a liability
and iis tax base. This results in the recognition of a deferred tax liability in relation to the
company’s revalued assets.

The above changes will resuli in an increase in deferred tax liability as follows:

CONSOLIDATED

Jun-05 1-Jui-04

$°000 $008

Retained earnings (i-v) 807

Reserves -

increase/(decrease} in tax deferred liability 807

{b) Reconciliation of net profit under AGAAP to that under AIFRS

CONSOLIDATE PARENT

YEAR ENDED 30 JUNE 2005 D ENTITY
30-Jun-

05 30-Jun-05

Notes $'000 $000

Net profit reported under AGAAP {4,202)

Write-pack of goodwill amortisation -

Amortisation of lease incentives -

Reversal of profits on sales settled after year end -

Revaluation of investment properties {500}

Adjustment to income tax expense 133

Net profit under AIFRS {4,569)

(i} Under AASB 3 Business Combinations goodwill would not be amortised but would be subject
to annual {or more frequent} impairment testing under AASB 136 Impairment of Assefs.
Currently, the Group amortises goodwill over its useful life estimated at 20 years. The Group
has elected not to apply the Siandard retrospectively in accordance with the exemplion
provided in AASB 1 First-time Adoption of Australian Equivalents fo Infernational Financial
Reporting Standards and hence only the goodwill amortised during the current year would be
written back. LG 1013 likewise prohibits the election to apply the Standard retrospectively for
listed entities whose securifies are stapled.

{il} Under AASB 117 Leases and UIG Interpretation 115 lease incentives irrespective of nature
or form or timing of paymenis should be amortised over the lease term. The Group currently
amortises lease incentives with the exception of rent-free and rental abatements which when
recognised and amortised would increase income in earlier periods.
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(i} Under AASB 118 Revenue the revenue recognition criteria in the sale of goods include
requirements that the entity has transferred to the buyer the significant risks and rewards of
ownership of the goods and that the entity retains neither continuing managerial involvement to
the degree usually associated with ownership nor effective control over the goods. Sale of
investment properties is currently recognised as income on exchange of unconditional contract
of sale. Profiis derived from sales settled after 30 June 2005 would have to be adjusted and
recognised on setllement to occur in the following year.

{iv) Under AASB 140 Investment Property, if investment properties are measured at fair value,
gains or losses arising from changes in fair value will be recognised in profit or loss for the
period in which they arise. The company intends to value its investment properties at fair value
adhering fo 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.

{vy Under AASB 112 Income Taxes, income tax will be calculated using the balance sheet
liability method, rather than the current income statement method, which recognises deferred
tax balances where there is a difference between the carrying amount of an asset or a liability
and iis tax base. This results in the recognition of a deferred tax liability in relation to the
company’s revalued assets.

{c} Restated AIFRS Statement of Cash Fiows for the year ended 30 June 2005

No material impacts to the cash flows have been identified on transition o AIFRS.

{d) impact of Other Standards

{iy Under AASB 132 Financial instruments. Disclosure and Presentafion and AASB 138
Financial instruments: Recognition and Measurement, financial assets will be classified as
either held for trading, held-to-maturity, available for sale or loans and receivables. Depending
on the classification, asseis will be measured at fair value or amortised cost. Loans and
receivables originated by the entity and not held for trading will be accounted for at amortised
cost using the effective interest method. The company also has derivative instruments in the
form of interest rate swaps which under the new Standards have to be taken up in the balance
sheet at fair value. At 1 July 2005 the interest rate swaps had nil value.

Management have decided to apply the exemption provided in AASB 1 "First ime Adoption of
Australian Equivalents to International Financial Reporting Standards™ which permiis entities
not to apply the requirements of AASB 132 ‘“Financial Instruments. Disclosure and
Presentation” and AASB 138 “Financial Instruments. Recognition and Measurement” for the
financial year ended 30 June 2005. The standards will be applied from 1 July 2005,

{il} Under AASB 136 Impairment of Assets the recoverable amount of an asset is determined as
the higher of its net selling price and value in use. The Group’s current accounting policy is to
determine the recoverable amount of an asset on the basis of discounted cash flows. The
Group’s asseis including goodwill were tested for impairment on transition and each
subsequent reporting date as part of the cash generaling unit to which they belong. This
resuited in no impairment losses during the year.
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2008

34. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS {AIFRS) continued

{iii} Under WIG Interprefation 1013 Consolidated Financial Reports in relation fo Pre-Date-of-
Transition Stapling Arrangements at the date of fransifion, one of the combining entities shall
be identified as the parent for the purpose of preparing consolidated financial reports by
combining the financial reports of the entities whose securities are stapled. Abacus Property
Group has identified Abacus Group Holdings Limited as the parent entity and the consclidated
financial reporis beginning from half year ending 31 December 2005 will be under the
Company's name. The combined balance sheet shall present the combined equity of the
stapled securities as equity without identifying any minority interests. AASB 127 Consofidated
and Separate Financial Statements will be applied subsequently in preparing the Group's
financial reports.

{ivl The financial impact of AIFRS is not expected to affect the distribution policy of the
Company. it has been the policy of the Company {o align distribution o earned income as
closely as possible sc that in future, in determining distributable income any material non-cash
income or expense items will be excluded in the calculation of distribuiable profils. The
Company will specifically account for non-cash income or expense items arising from straight-
lining of fixed rental increases, amortisation of lease incentfives, revaluation movements, mark
to market valuation of ifs derivatives and the effects of any other amortisation of assets.

A reconciliation of net profit after tax to disiributable profits will be a requirement prior to
providing for or declaring any distribution. In similar manner, retained earnings will be
examined and for internal purposes may have to be categorised to ensure that distributions are
paid from distributable profiis,
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DIRECTORS’ DECLARATION

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

{1) inthe opinion of the Directors:

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

{i} giving a frue and fair view of the consoclidated entity’s financial position as at 30
June 2005 and of their performance for the year ended on that date; and

{il} complying with Accounting Standards and Corporations Regulations 2001; and

{b) 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.

{2y This declaration has been made afier receiving the declarations required {o be made to
the directors in accordance with section 285A of the Corporations Act 2001 for the
financial year ending 30 June 2005.

On behalf of the Board

A
John Thame David J Bastian
Chairman Managing Director

Sydney, 13 September 2005
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g4 Famst & YOUMEG

Auditor’s Independence Declaration to the Directors of Abacus Group

Holdings Limited

In refation to our sudit of the financial report of Abacus Group Holdings Limited for the year ended
3G June 2003, to the best of my knowledpe and belief, there have been no contraveniions of the
auditor independence requirements of the Corporations Act 2001 or any applicahle code of

prefessions] conduct.

ol {ﬁé@”

Ermnst & Young

-

Mark 0¥ Sullivan
Partner
Sydney

15 September 2005
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EFrmst & VOUNG

Independent audit report to menthers of Abacus Group Holdings Limited

Seupe

The financial report and divectors responsibiliny

The finsnclal report comprises the statement of financial position, staterent of financial
performance, statement of cash flows, sccompanying notes 1o the financial sutements, and the
directors” declaration for Abacus Greup Holdings Limited (the company) and the consolidated
entity, for e year ended 30 June 2003, The consolidated entity comprises both the company and
the entities i comtrolled during that year.

The directors of the company are responsible for preparing a fisaneial report wnd the additional
disclosures that gives a true and fair view of the financial position and performance of the company
and the congolidated entity, and ihat complies with Accounting Standards in Australia, in
accordance with the Corporations At 2004, This includes responsibility for the maintenance of
adequate accounting records and internal controls that are designed w prevent and deteet fraud and
errer, and for the accounting policies and accounting estimates inherent. in the financial report,

Auwdit approach

We conduected an independent audit of the finascial report in order to express an opinion on them to
the members of the company, Our audit was conducied in accordance with Austratian Auditing
Standards in order 10 provide reasonable assurance as to whether the finaneizl eeport ix fee of
material misstatement, The natire of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent Bmitations of internal control, and the
avaitability of persuasive rather than conclusive evidence, Therefore, an audit cannot guarantee that
all materizl misstatements have been detected,

We performed procedures 1o assess whether in all material respects the financial report present
thirly, In accordance with the Corporarions Act 2001, including compliancs with Acconting
Standards in Australia, and other mendatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’™s and the consolidated entity’s financial
postiton, andd of their performance as represented by the vesubts of thelr operations and cash Ttows,

We formed our audit opinion on the basis of these procedures, which included:

s examining, on a test basis, information to provide evidence supporting the mmounts and
disclosures in the financial report; and

® assessing the appropriateness of the accoussing policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors,

While we considered the effectiveness of management's internad controls over financial reporting
when determining the nature and extent of our procedures, our zudit was not designed o provide
assurance on mternal confrals,

We performed procedures 1o assess whether the substance of business transactions was accurately
reflocted in the financial report. These and our other procedures did not include consideration or

Judgement of the appropriateness or reasonableness of the business plang or strategics adopted by
the directors and management of the company,
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B ErmisT 8 Yorme

Independence

We are independent of the company, and have met the independence requirements of Australian
professional ethical pronouncements and the Corporarions Aot 2001, We have given io the directors
of the company a written Auditor’s Independence Declaration, a copy of which is included in the
Piirectors’ Report

Avdit opiuion
in our opindon, the Boancial report of Abacus Crroup Holdings Limited s n aceordance with:
{a) the Corporations Adct 2001, including:

(iy giving a true and fair view of the financial position of Abacus Group Holdings
Limited and the consolidated entity at 30 June 2005 and of their performance for the
vear ended on that date; and

{iiy  complying with Accounting Standards in Australia and the Corporationy
Regulotions 2007, and

(b} other mandatory financial reporting requirements In Australis,

Pariner

sydney
15 Septegmber 2005
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