PROBERTY @ROUP

In relation to a proposal to staple the securities
of the Abacus Diversified Income Fund to the
securities of the Abacus Property Group

Issued by:

Abacus Funds Management Limited ACN 007 415 590 AFSL 227819
as responsible entity of the Abacus Income Trust ARSN 104 934 287

and Abacus Group Projects Limited ACN 104 066 104



Key Defined Terms

Ir: this document, the following terms have these meanings. A T glossary is at section 12 of the Explaraiory Memorandum.

Abacus Abacus Funds Management Limited

A0 Abacus Diversified income Fund, comprising the Abacus Income Trust (AT and Abacus Group
Projects Limited (AGPL)

ARG Abacus Property Group, comprising the Abacus Trust [AT) and Abacus Group Holdings Limited

AGHL

Merged Group

The group that will result from Stapling the securities of AT, AGHL, AIT and AGPL to one another

Merged Group Stapled Security

Fach Merged Group Stapled Security will comprize cre AT unit, ore Restructured

A3T urit, one AGHL share and one Restructured AGPL share

NOTE:

If you alse hold APG securities, you will e sent & separate package of documents whick will contair additional information sbout the proposad

Merger It is impeortant that you read each package of documents.

PURPOSE OF THIS DOCUMENT

This document gives ADIF security-holders:

* an overview of the proposed Merger;

# an explanation of the key anticipated benefits and possibie
disadvantages of the Mergar; and

« the Notice of Meeting to be held on 14 February 2004 to voie on
whether the Merger should proceed.

The term ‘Maerger’ is used to describe the process of Stapling AZF
sacurities and APG securities so that they will be traded together on the
ASX under the name “Abacus Property Group’.

This document is to e read with the Explanatory Memorandum which
describes the Merger in greater detail and which has bear sent 1o all
ADIF security-holders and APG security-holders.

REGULATORY INFORMATION

This ADF Overview and the Explanatory Memorandum are dated

14 Decamber 2005 and are & prospecius issued by AGEL and & product
disclosure staternent issued by Abacus as responsitle entity of AT for
the purposes of the Corporaticns Act. A copy of this Overview and the
Explanatory Memorandum was lodged with ASIC on 14 December 2005
and has aleo been provided to the ASX. The fact that the ASX may
agree to have the Merged Groug Stapled Securities quoted is not to be
taker in any way as an ndication. of the merits of the Merged Group or
any of it constituent entities.

Mone of ASC, the ASX or their respective officers takes any responsibility

for the contents of this Overvew or the Explanatory Memorandum.
This Overview and the Explanatory Memorandum do not in ary way
constitute an offer of securities in any place in which, or 1o any person
to whom, itwouid not be lawful to make such an offer,

You should read the Explanatory Memorandum in corjunction with this
Owerview to assist you in considering the resolutions and determining
how you weish 1o vote.

The mformation in this Ovarview and the Explanatory Memaorandum
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This is an important document and requires yvour immediate attention.
yol: should consult your financial adviser,

#should be read !

does not take into account the investment objectives, financial situation,
taxation position or needs of any particuiar ADIF security-holder. It is
imporiant that you read this document and the Explanatory Memorandum
before making any voling or investment decision. In particular, in
considering the prospects of the Merged Group, it is imporiart for you
to consider the risk facters idensfied in section 4.5 of the Explanatory
Memorandum that couid affect the firancial performance of the Merged
Grous. Past performance is no indication of future performance. You
should carefully consider the risk factors in ight of your particular
investrnent obiectives, financial situation, taxation position and
individual needs. lf you are in any doubt on these matters, consali your
financia! adviser before deciding how to vote on the Merger.

Please read all the documents carefully before deciding how to vote on
the resolutions to give effect to the Merger, and complete and return the
enclosed proxy form if you are unable 10 atiend the meetings in person.

FORWARD LOOKING STATEMENTS

This Crverview and the Explanatory Memorandum include certain
prospective financial information which has been based on curent
expectations about future events. The prospective financial information
iz, however, subject fo risks, uncertainties and asswmptions that could
cause actual results to differ materially from the expectations descrined
i such prospective financial informaton. Factors which may affect
futire financial performance include, among other things, those risks
identified in section 4.5 of the Explanatory Memorandum, variations in
the assumptions underlying the financial forecasts and other matters not
currenthy known to, or considered material by Abacus.

Actual events of resulis may differ materially from the events or results
expressed of implied @ any forward looking statement and deviations
are both rormal ard 1o be expected. NMone of Abacus, its officers, any
person named in this Overdew or the Explanatory Memorandum or any
persorn iwvolved in the preparation of this Overview or the Explanatory
Memorandum makes any representation or warranty {either express ar
inplied) as to the accuracy or likelihood of fulfilment of any forward
iooking staternent, or any events or resiits expressed or implieg in any
forward looking staternent. You are cautioned not to place undue
relisnce on those statements.

The forward locking staternents in this Overview ang the Exclanatory
Memorandum reflect views he

id only as at the date of this document.

s entirety. If you are in doubt as to what you should de,
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14 December 2005

Dear Security-holder

It is proposed to merge the Abacus Diversified income Fund {ADIF) and the Abacus Property Group (APG) into a single
Merged Group. The result will be that ADIF securities and APG securities will be Stapled together and traded on the
ASX under the name “Abacus Property Group'.

Iry proposing the Merger, the directors of ADIF have been mindful of the forecast distribution of 9.25 cents par ADIF
security. This forecast reflects a blended return of property rental income, interest income and profit share from projects.
Achievement of the forecast is dependent on the ability of Abacus to source mortgages and projects to enhance the
returns from the property portiolio, where the continued strength of the market has compressed yialds.

The Merger will provide ADIF security-holders with an investment in a listed diversified property group which combines
diract property ownership, funds management, mortgage lending, developmant projects and other property-based
investments. With total assets of ovar $835 million and more than §1 billien in assets under managemaent, the Merged
Group will provide significant income diversification to underpin distributions to its security-holders and a strong base
fram which to pursue future growth opportunities,

Based on a value of $1.40 per Merged Group Stapled Security, being the median of the value range of $1.38 - $1.42
assessed by the Indepandent Expert, the Merger ratio values ADIF securities at approximately $1.09 par security,
compared to the issue price of $1.00 per ADIF security under the first ADIF offer document issued in June 2003 or

$1.02 per ADIF security under the second ADIF offer document issued in April 2004, In addition, # the Merger proceeds,
ADIF security-holdars will receive an increase in thelr quarterly income distributions to an effective rate of .34 cants

per existing ADIF security on an annualised basis.

A meeting of ADIF security-holders {(being a meeting of AT unitholders and a meeting of AGPL shareholders) will be held
at 10.00 am on Tuesday, 14 February 2006 at Level 42 MLC Centre, 19 Martin Place, Sydney to sesk your approval to the
proposed Merger in the terms set out in the Notices of Mesting, Explanatory Memorandum and this Overview. The
Explanatory Memorandurm also includes a report from an Independent Expert, PKF Corporate Advisers Pty Ltd, which has
conciuded that the Merger is in the best interests of ADIF security-holders as a group of investors,

A meating of APG security-holders has also been called for the purpose of APG security-helders considering the Merger,
Far the Mergar to proceed, ADIF security-holders and APG security-holders must vote in favour of all the resolutions

at the meetings.

The Merger proposal has the unanimous support of the directors of Abacus, as responsible entity of the AT, and AGPL,
whe have recommended that ADIF security-holders vote in favour of the proposal. The directors of Abacus and AGPL
are also directors of APG and have recommended that APG security-holders should vate in favour of the proposal.

| encourage you o vote in favour of the proposal. If you are unable to attend the meetings to vote in person, please
complete and return the enclosed proxy form to the registry, Computershare investor Services Pty Limited. Proxies
must be received by 10,00 am {Sydney time} on 14 Fabruary 2006.

Yours faithfully

John Thame

Chairman
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MERGER OVERVIEW
What is the Merger?

The proposed Merger will combine ADIF and APG by the
Stapling of the securities of AT, AIT, AGHL and AGPL to form
the Merged Group.

In order for the Merger to proceed, the ADIF security-
holders and the APG security-holders must vote in favour
of all the resolutions at the meetings 1o be held on

14 February 2006,

What will change if the Merger proceeds?

ADIF security-holders holding ADIF securities on or about
24 March 2006 {the Stapling Record Date) will receive 0.78
Merged Group Stapled Securities for each ADIF security held,

Each Merged Group Stapled Security comprises one
AT unit, one Rastructurad AT unit, one AGHL share and one
Restructured AGPL share.

Far example, if you hald 1,000 ADIF securities on the
Stapling Recard Date, you will hold 780 Merged Group
Stapled Securities after the Merger is implemented, made
up of 780 units in AT (after multiplying your existing 1,000
units in AlT by 0.78), 780 shares in AGPL (after muitiplying
vaur existing 1,000 shares in AGPL by 0.78), 780 new AT units
and 780 new AGHL shares.

What income distributions will | receive?

ADIF sacurity-holders will recaive the forecast distribution of
approximately 2.313 cents per ADIF security for the quarters
ending 31 December 2005 (payable on or around

10 February 2066) and 31 March 2004 (payable on or arcund
10 May 2006). Thase distributions are in line with previous
ADIF distributions and will be paid whethar or not the
Merger proceeds,

The distribution for the March quarter will accrue to ADIF
security-holders as at the Stapling Record Date. ADIF
security-holders may sell their ADIF securitias cum-
distribution until 10 March 2004, atter which transfers will noet
ke registered. From 20 March 2006, the Merged Group
Stapled Sscurities will commence trading ex-distribution on
& deferred settiemeant basis until the implementation of

the Merger.

The first distribution to be paid by the Merged Group is
forecast to be 300 cents per Merged Group Staplied

Security for the quarter ending 30 June 2004 (12.00 cents per
security on an annualised basis), This distribution will be paid
on ar about 10 August 2004,

Extending the example above, if you hold 1,000 ADIF
securities on the Stapling Record Date, you are forecast to
recefve a distribution of $23.13 for the guarter ending

31 March 2006. After the Merger is implementad, you will
hold 780 Merged Group Stapled Securities on which you are
forecast to receive a distribution of $23.40 for the guarter
ending 30 June 2004

Who recommends the Merger?

The directors of Abacus, as responsible entity of AlT, and the
directors of AGPL have considerad the benefits and
disadvantages of the Merger for ADIF security-haolders and
unanimously determined that the Merger is in the best
interests of ADIF security-holders as a whole and
unanimously recommend that you vote in favour of the
Merger and approve all the resolutions.

The Independent Expert, PKF Corporate Advisers Pty
Limited, has considered the Merger and concluded that the
Merger is in the best interests of each of ADIF security-
holdars and APG security-holders, each as a separate group
of investors.

ABACUS PROPERTY GROUP 3



ACTIONS SOUGHT FROM ADIF
SECURITY-HOLDERS

Step 1: Read the documents in full

This document containg details of the Merger and sets out
the key anticipated benefits and possible disadvantages of
the Mergear, The Explanatory Memorandum sets out more
detail of the Marger, including the Indepandent Expert's
raport and the Taxation Repart,

This information is important. You should read this Overview
and the Explanatory Memaorandum carefully and consider

consulting your brokar, financial or other profassional adviser

before taking any action.

Key Dates

Event

If you have any questions about your ADIF securities or any
matter contained in the documents, please contact the
Abacus enguiry line on 1800 253 840 or visit the Abacus
website at www.abacusproperty.com.au,

Step 2. Vote on the resolutions

It is very important that you vote on each of the resolutions
to be considared at the ADIF security-holders” meetings to
be held at 10.00 am on 14 February 2006,

If you are unable to attend the meating of ADIF security-
holders in person, you should complete and return the

enclosed proxy forms so as to be recaived before 10.00 am
(Sydney time) on 14 February 2006,

indicative Date

Time and date for determining eligibility to vote at meetings of ADIF security-holders

1000 am on 12 Fabruary 2006

Latest time and date for lodgment of proxy forms

Baiore 10.00 am on 14 February 2006

Meetings of ADIF security-helders

10,00 am on 14 Fabruary 2006

Second Court hearing in relation to judicial advice

10,00 am on 20 Fabruary 2006

Last day for transferred ADIF securities to be registered

Before 5.00 pm on 10 March 2006

ADIF Prefiminary Record Date ~

Time and date for determining Foreign security-holders

5.00 pm on 10 March 2006

Effective Date
Date on which Merger is expected to become effective

17 March 2006

Commaence trading in Merged Group Stapled Securities on a deferred settlement basis

20 March 2006

Stapling Record Date

5.00 pm on 24 March 2006

Time and date for determining entitlerments to Mergad Group Stapled Securities

Record date for distributions for the quarter ending 31 March 2004

Implementation Date -

Ciate on which new securities will be issued

31 March 20068

Date on which APG securities and ADIF securities will be Stapled to form

Merged Group Stapled Securities

Commaencement of normal trading on ASX of Merged Group Stapled Securities

3 April 2006

Payment date for distributions for quarter ending 3% March 2006

10 May 2006

All the times and dates after the date of the ADIF security-holders’ meetings are indicative only. The actual time and dates

will depend on many factors outside the control of Abacus and AGPL. Any changes to the above timatable will be announced

to the ASX and notified on the Abacus wabsite at www.abacusproperty.com.au.
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KEY QUESTIONS ABOUT
THE MERGER

Why is the Merger being proposed?

The Merger is considered to be beneficial to both ADIF
sacurity-holders and APG security-holders. In particular, it
provides ADIF sacurity-holders with liquidity, increased
forecast quarterly income distributions and enhanced
prospects for growth. Further information on the rationale
for the Merger is provided at page 7 of this Overview and in
saction 1.1 of the Explanatory Memorandum.

What will you receive if the Merger
proceeds?

If the Merger proceeds, you will own Merged Group Stapled
Securities that are listed on the ASX. The Independant
Expert has assessed the value of Merged Group Stapled
Securities to be within the range $1.38 - $1.42. Based on the
median value of $1.40, the proposed Merger ratio values
your existing ADIF securities at approximately $1.0% each.

If the Marger proceeds, the amount of the quarterly incoma
distribution you recaive will increase slightly.

What will be the key features of the
Merged Group if the Merger proceeds?

The Merged Group will be & listed diversified property group
with over $835 million in total assets and four core businasses:

s norticlio of investment propeartias,

s funds management and asset management businesses;
s nortielio of secured loans;

® property-based projects and other investrments.

A more detailed description of the Merged Group is set out
in section 4 of the Explanatory Memorandum.

What financial information is available?

A summary of financial information on ADIF on a stand
alone basis (ie. if the Merger does not proceed) is set out on
page 12 of this Overview. A summary of financial information
on the Merged Group is set out on pages 15-16. Detailed
financial information on ADIF, APG and the Marged Group
is set out in saction 5 of the Explanatory Memorandum.

The Independant Accountant’s report on the financial
information is set cut in section & of the Explanatory
Memorandum,

What should you consider before deciding
how to vote?

You should consider the information in this Overview and
the Explanatory Memorandum in light of your own personal
financial situation, investment objectives, taxation position
and individual neads.

Key anticipated benafits and possible disadvantages of the
Marger are set out on pages 9-10 of this Cverview.

What has the Independent Expert said?

The Independent Expert has considered the Marger and
concluded that the Merger is in the best interests of each of
ADIF security-holders and APG security-holders, in sach
case assessed as separate groups of investors. The
Independent Expert’s report is set out in section 7 of the
Explanatory Memorandum,

What are the tax implications of the Merger?

Greenwoods & Freehills Pty Limited has provided & Taxation
Report on the Australian taxation consequencas of tha
Merger and of holding Mergad Group Stapled Securities
which is reproduced at section 8 of the Explanatory
Mamorandum.

In summary, there should be no immediate capital gains or
income tax implications as 2 consequence of the Merger,
but the cost base of your securities will be affected.

What have the directors recommended?

The directors of Abacus and AGPL unanimaously recommend
that yvou vote in favour of the Marger. The directors of
Abacus and AGPL are also directors of APG and have
recommendled that APG security-holders vote in favour of
the Merger.

How is the Merger being implemented?

The Merger will be implemented by way of amendments to
the constitutions of AT, AlT, AGHL and AGPL, consolidating
ADIF securities, making distributions to effect the Merger
and subscribing for and issuing APG securities and ADIF
securities. An outline of how the Merger will be
implemented is provided at pages 7-8 of this Overview with
a detailed explanation provided in section 9.4 of the
Explanatory Memorandum.,
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Where are the details of the resolutions to
be passed by ADIF security-holders?

The details of the resolutions to be passed by ADIF security-
holders can be found in the Notices of Meeting included at
the back of this document. An explanation of those
rasolutions is contained in section 10 of the Explanatory
Memorandum,

What are the business risks of the Merged
Group?

Investment in Merged Group Stapled Securitias will be
subject to general and specific business risks. Some of these
businass risks are explained in section 4.5 of the Explanatory
Mermorandum,

What other information is available?

Sections 9 and 11 of the Explanatory Memorandum contain
other information in relation to the Merger including a
dascription of the amendments to the constitutions of

AT and AGPL, a description of the amendments to the
constitutions of AT and AGHL, summaries of the Stapling
Ceed and the Implementation Deed, details of the interests
of directors and other statutery information.

If you have any further questions, you can contact the
Abzcus enguiry line an 1800 253 860 or visit the Abacus
website on www.abacusproperty.com.au.

What if the Merger does not proceed?

If the Merger does not proceed, ADIF will continue in its
current form and will remain unlisted. ADIF security-holders
will keep their existing ADIF securities and will noet receive
any APG securities. APG security-holders will keep their
existing APG securities and will not receive any ADIF
securities, Forecast financiat information on ADIF if the
Merger does not proceed iz set out in detail in section

5.4.2 of the Explanatory Memorandum.

POADIE se
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What if | am a Foreign security-holder?

Foreign security-hotders are not eligible to receive Marged
Group Stapled Securities, Legal title to ADIF securities held
by all Foreign security-holders will be transferred to the
Stockbroker to deal with in accordance with section 9.7 of
the Explanatory Memarandum.

What can | do if | do not want to hold
Merged Group Stapled Securities?

If the Merger is approved and you do not want to hold
Merged Group Stapled Securities, you may seek a buyer for
your ADIF securities™ Transters will not be registered after
10 March 2006.

After the Merger is implementad, you can sell your Merged
Group Stapled Securities on the ASX,

What is the purpose of the judicial advice?

Abacus has sought orders for judicial advice from the
Suprame Court of New South Wales to confirm that it may
implement the Merger. Your right to appear at the second
Court hearing on 20 February 2004 is explained in section
214 of the Explanatery Memorandum.
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SUMMARY OF THE MERGER

This section provides an overview of the Merger and what it
means for ADIF security-holders. Further details on how the
Merger will be implemented are set out in section 9 of the
Explanatory Memorandum.

Overview

On & Decemper 2005, Abkacus announced a proposal to
merge APG with ADIF to form a listed property group with
over $835 million in assets and over $1 killion in total assets
under management.

If approved, the Merger is expected to be implementad on
or around 31 March 2006 by the Stapling of ADIF securities
to APG securities to form the Merged Group, which will be
known as the Abacus Property Group. The Merged Group
Stapled Securities will trade jointly as one security on tha ASX.

Why the Merger has been proposed

ADIF was established with the objective of building a
diversified portfolio of property-based assets to provide
reliable income and potential for capital growth. it was the
stated intention of Abacus to grow ADIF to a sufficient size
to enable its listing on the ASX to provide liquidity to investors,
Since the issue of the first ADIF offer document in June
2003, ADIF has increased its total assets from approximately
$62 million to approximately $240 million and raised over
$102 million in equity as at 30 June 2005, Distributions per
ADIF security have grown from the initial .00 cents pa to
the current rate of 9.25 cents pa.

The second aquity-raising for ADIF was closed in December
2004 as it was considered an opportune time to ravalue the
property portfelio, review the assumptions underpinning the
financial forecasts and reconsider the strategy for growth.
Fiteen properties were revalued on or around 30 June 2005,
resulting in a net increase of $3.3 million in the carrying
value of the property portiolio,

The cortinued strength of the property market and consequant
yield compression has meant that growth through property
acquisition could not be achieved without reducing the ADIF
distribution and an alternative strategy was required. Based
on the twin objectives of preservation of income and
provision of ligquidity, the following options were considered:
s Changing the ADIF invastment strategy: Direct property
forms the main component of the ADIF portfolic. Buying
properties with a higher risk profile and/or increasing the
proportion of other types of property assets in order o
support the distribution would change the risk profile of
ADIF 1o an unacceptable extent and be less attractive 1o

future investors.

® Listing ADIF in its current form: Property stocks with a low
market capitalisation are not well-supported by the market
and have limited liquidity;

» Selling the assets of ADIF and returning capital to ADIF
security-holders: Sale would chviate the primary purpose of
an investment in ADIF, being to provide a relisble quarterly
income distribution for investors.

# Bringing ADIF and the APG together inte 2 single
Merged Group.

The Merger meets the objectives of providing ADIF security-
holders with raliable quarterly income and liquidity by
providing them with an investment in & listed property group
with & diversified portfolio of property assets, secured loans
and other property-based business activities including funds
management. While property investrment remains the core
business, the broader range of activities offers diversification
which should underpin distributions to investors.

Details of the key anticipated benelits and possible
disadvantages of the Merger are set out on pages 9-10 of
this Overviaw,

Implementation of the Merger

The Marger ratios determine the entittemaent of ADIF
security-holders and APG security-holders to Merged Group
Stapled Securities and are as follows:

A e s S

The value contributed by each group of security-holders to
the Merged Group has been determined by the boards of
Abacus, AGHL and AGPL based on a number of factors,

including the relative value, current distributions and future

praspects of each antity,

The Independant Expert has concluded that the Merger
ratic represants a fair balance betwaan the APG security-
holders and the ADIF security-holders, each as a group of
investors having regard to the respective assessed
contributions of value to the Merged Group.

As a result, if the Marger is approved, for each ADIF security
(comprising one AlT unit and one AGPL share} you currently
hold, you will hold 0.78 Merged Group Stapled Securities
after the Implementation Date. Each Merged Group Stapled
Security will comprise ona AT unit, one Rastructured AIT
unit, one AGHL share and one Restructured AGPL share,
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ADIF security-holders today hald AT units Stapled to AGPL shares:

APG security-holders today hold AT units Stapled 1o AGHL sharas

Alter implementation of the Merger, both ADIF security-holders
and APG security-holders will hold Merged Group Stapled Securities:

AFTER MERGER .

. P

Following the Merger, ADIF security-holders will collectively
hald approximately 17% of the Merged Group Stapled Securities,

Conditions of the Merger

For the Merger to proceed, all the resolutions put to each
mesating must be approved by the required majorities.

The resolutions to be considered by ADIF security-holders are

set out in the AIT Notice and the AGPL Notice set out at

pages 17-20 of this Overview. An explanation of the resolutions

with information on the vating majorities required is set out in

section 10 of the Explanatory Memorandum.

Othar key conditions are that:

¢ the Implementation Deed is not terminatad;

¢ the Australian Taxation Office provides confirmation in the
terms sought by Greenwoods & Freehills Pty Lirmited
envisaged in their Taxation Report (section 8 of the
Explanatory Memaorandum), or otherwise on the basis

considerad by the directors of Abacus, AGHL and AGPL
to be acceptable; and

¢ Abacus, as responsible entity of AT and AT, obtains
confirmation from the Suprarme Court of NSW that it may
implernant the Merger

Mare information on the process of judicial advice is provided

at section 9.14 of the Explanatory Meamorandum.
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Distributions

ADIF security-holders will recaive the forecast distribution of
approximately 2.313 cents per security for the quarters ending
31 December 2005 (payable on or arcund 10 February 2006
and 31 March 2006 [payable on or around 10 May 2006). These
distributions are in ling with pravious ADIF distributions and will
be paid whether or not the Merger proceads.

The distribution for the March guarter will accrue to ADIF
security-holders as at the Stapling Record Date. ADIF security-
holders may sell their ADIF securities cum-distribution until

10 March 2006, after which transfers will not be registered.
From 20 March 2006, the Merged Group Stapled Securities will
corremence trading ex-distribution on a deferred settlement
basis until the implementation of the Merger,

As part of the Merger process, a further distribution will be
paid by AIT which will be appliad to acquire APG securities on
behalf of ADIF security-holders. Full details on how the Marger
is to be implemaeanted are set out in section 9 of the
Explanatory Memorandum.

Following implermentation of the Merger, the Merged Group is
forecast to pay a distribution of 3.00 cents per Merged Group
Stapled Security for the quarter ending 30 June 2004 (12.00
cents per security on an annuatised basis). This distritution will
be paid on or about 10 August 2006,

For exarnple, if you hold 1,000 ADIF securities on the Stapling
Record Date, vou are forecast to receive a distribution of
$23.13 for the guarter ending 31 March 2006. After the
Merger is implemented, you will hold 780 Merged Group
Stapled Securities on which you are forecast to receive a
distribution of $23.40 for the quarter ending 30 June 2006,

Distribution policy

Distribbutions will continue to be paid quarterly, no later than
two moriths after the record date for each period {generally
31 March, 30 June, 30 September and 31 December}.

Following the Merger, distributions may comprise:
# distributions from AT,
# distributions from AIT;

* dividends fram AGHL and

¢ dividends from AGPL.
It is anticipatad that the majority of the income distributions
will be paid by the trusts,

A distribution reinvestrment plan will be avallable for secarity-
holders to reinvast their distributions in additional Merged
Group Stapled Securities if they wish,

The Australian taxation consequences of recaiving
distributions with tax-deferred components and of receiving
framked dividends are set out in the Taxation Report in section
8 of the Explanatory Memorandum.



BENEFITS AND DISADVANTAGES OF THE MERGER

The directors of Abacus and AGPL bealieve that the Merger is in the best interests of ADF security-holders. Set out below are
the key anticipated benefits and possible disadvantages of the Merger considered in coming to that condlusion.

The directors have carefully considered these benefits and disadvantages and have concluded that the anticipated benefits of
the Merger outweigh the possible disadvantages. The directors unanimously recommend that ADIF security-holders vote in
favour of the Marger because they balieve it is in the best interasts of ADIF security-holders. The Independert Expert has
also considered the advantages and disadvantages of the Merger (sorme of which differ from those set out below) which are
set out in the Independent Expeart's report in section 7 of the Explanatory Memorandum.

Benefits
Liguidity
The Merged Group will be listad on the ASX, providing security-holders with the ability to liguidate all or part of their holding.

Merger values ADIF securities at approximately $1.09%

Based on a value of $1.40 per Merged Group Stapled Security, being the median of the value range of $1.38 — $1.42 assessed
by the Indepandent Expert, the Merger values ADIF at approximately $1.09 per ADIF security, reflecting the value of the
synergies arsing from merging ADIF and APG.

The precise value of ADIF securities under the Merger proposal will fluctuate with movements in the price of the Merged
Group Stapled Securities,

4

1. Based on a value of $1.40 per Merged Group Stapled Securty being the median of the value range of $1.38 - $1 42 assessed by the indepandert Expert.
Alignment of management and ADIF security-holder interests

Under current arrangements, ADIF is externally managed by Abacus in its role as responsible entity of AT and manager of
AGPL. Abacus is paid a management fee based on gross assets and other fees based on various perfermance measures,

As Abacus is a wholly-owned subsidiary of AGHL, APG has internal management with complete alignment of interests
between the manager and security-holdars,

Income

The forecast distribution for the Mergad Group for the quarter ending 30 June 2006 is 3.00 cents per security {12.00 cents per
security on an annual basis), based on the assumpetions undarlying the financial information set out in section 5.6 of the
Explanatory Memorandum. The forecast distribution for ADIF if the Merger does not proceed is approximately 2.313 cents
per ADIF security for the quarter ending 30 June 2006 {9.25 cents per ADIF security on an annual basis),

Based on these forecasts and the Merger ratio, the income distribution payable after the Merger to formar ADIF security-
holders is approximataly 1% higher than that payable if the Mergar did not proceed.
nding 30 June 2006

5

Forecast distributions for the quarter e
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Lower gearing

The Merged Group is estimated to have a gearing level of approximataly 30% {on a pro forma basis), compared to the
gearing of approximately 53% of ADF as at 30 June 2005,

Continuity of management

The Merged Group will be managed by the same experienced management team as presently manages ADIF,

Lower costs

Following the Mearger, management and other feas formerly payable to Abacus by ADIF will be eliminated.

The Merged Group should have operational economies of scale owing to its larger size and listed status.

Potential for growth

The increased size and balance sheet strength of the Merged Group will enhance its financial capacity to pursue growth

opportunities.

Disadvantages

Decrease in NTA per security

The NTA per ADIF security as 2t 30 June 2005 is 98 cents (on a pro forma basis) compared to the last issue price of $1.02
This reflacts the fact that the increase in equity, primarily through property revaluations, has fargely met property acquisition
costs {such as stamp duty) and issue costs of ADIF it also reflects recent changes to accounting standards.

The NTA per APG security as at 30 June 2005 is $1.09 comparad to the value per Merged Group Stapled Security of $1.40,
being the median of the range of $1.38 - $1.42 assessed by the Independent £ part. [t is common for well-regarded
businesses with growth prospects to trade at a premiom to NTA, The average g -emium to NTA of the S&P/ASX200 Property
Index was 43% (Source: UBS report dated 28 Novermber 2005},

The pro forma NTA per Merged Group Stapled Security is $1.12 cents.

Decrease in proportion of tax-deferred income

Iy the year ended 36 June 2005, the tax-deferred proportion of the ADIF distribution was 67% and is forecast to be 58% pa
for the year ending 30 June 2004 assuming the Mergar does not proceed,

The forecast distribution of the Merged Group is foracast to be 23% tax-deferred for the year ending 30 June 2006
{on a pro forma basis),

Volatility in price of listed securities

Prica volatility is inevitable in a listed environment and outside the control of Abacus, AGHL and AGPL.

Change in risk profile

The risks associated with the broader range of businesses undertaken by the APG are set out in section 4.5 of the Explanatory
Memorandum. While the benefits of diversification may act to reduce the risks associated with the performance of the Merged
Group, there are particular additional risks compared with those associated with the existing investment portfolic of ADIR
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IF THE MERGER DOES NOT PROCEED

If the Merger does not proceed, ADIF security-holders will not raceive the AIT Mergar distribution and will not receive
APG securities,

ADIF will continue as an unlisted diversified property group made up of:

e

Property Portfolio

Tha property portfolic is highly diversified by location and sectorn

SA
3%, Hotel
19%
Industrial
VIC 35%
26% ¢ Residential
3%
Carpark
7%

Commercial
13%

Retail
23%

The property portfelio currently enjoys a 99% cccupancy lavel and & weighted average lesse expiry (based on gross income)
of approximately 6.3 years,

Details on the individual properties are at section 3.2 of the Explanatory Memarandum.

Abacus will continue to seek new property acquisitions, and expects that the joint venture with Metcash Trading Limited will
comtinue to provide a pipeline of small retall proparties for AIT,

Forecast distributions

Abacus has forecast a distribution of 9.25 cents per ADIF security for the year ending 30 June 2004,

The ADIF distribution reflects a blended return of property rentsl income, interest income and profit share from projects.
Achieverment of the forecast is dependent on the ability of Abacus to source mortgages and projects to enhance the returmns
fram the property portfolio, where the continued strength of the market has compressed yields.
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Summary Financial Information
The following is a surmmary extract of the full financial information provided in sections 5.4.2 and 5.5.2 of the Bxplanatory Mermaorandum.

The following tables set out the summarisad pro forma aggregated balance sheet as at 30 June 2005 and forecast pro forma
income statermant for the year ending 30 June 2006 {or ADIF based on the assumptions that the Marger does not proceed,
no further properties are acquired and no further equity is raised. These tables have been based on the audited 30 June 2005
financial report and adjusted for material events and transactions that have occurred since 30 June 2005 and should be read
in conjunction with the assumptions and notes set out in sections 5.4.2, 5.5.2 and 5.6 of the Explanatory Memorandum.

1.Detailed pro forma Balance Sheet is set out at section 5.5.2 of the Explanatory Memorandum.
2. Details of financial assets are set cut in the notes of section, 5.5.2 of the Explanatory Memorandurn.,

o

5 # : £ i i

1. Detailed forecast pro forma lncorme Statemeant is set out at sectior 3.4 2 of the Explanatory Memaorandum

While the forecast distribution of 9.25 cents per ADIF security exceeds the forecast earmings of 2.05 cents par ADIF security,
the actual earnings of ADIF for the year ending 30 June 2006 are expected 1o reflect income from secured loans and/or
projects which have not yet been sourced or have not had their documentation sufficiently advanced as at the date of this
document to be included in the forecasts.

Achievement of the forecast distribution is dependent on the ability of Abacus to source mortgages and projects to enhance
the returns from the property portiolio.
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PROFILE OF THE ABACUS PROPERTY GROUP POST MERGER

While the Merger will not create a single legal entity, the effect of the Stapling of the units of AT and AT and the shares of
AGHL and AGPL is to create a group that acts as a single entity.

Following is an overview of the Merged Group. Further detail is provided at section 4 of the Explanatory Memorandum.

Overview of the Abacus Property Group post Merger

The Merged Group will be an internally managed, diversified property group listed on the ASX. ft will have:
s market capitalisation of approximately 3650 million (based on a security price of $1.40);
® total assets of over $835 million and net assets of $552 million {on a pro forma basis); and

s {orecast net profit after tax of approximately $55.7 million for the year ending 30 June 2004 (on a pro forma basis and
belors property revaluation and financial instrurnent fair value movements).

Tha Merged Group's core business activities are reflected in the following diagram:

Mix of industrial | retail, COver §1 billion in assets High quality, diversified loan Diversified portfolic of
commercial and |esure under managemant, portfolio securad by projects and investments.
assets located in NSW, QLD, 10 year track record and mortgages ana ‘ Network of strategic business
SA, ACT and Victoria. strong relationships with supplernentary security. partners with focal and/or

aver 1,500 financial advisers Highly experienced industry expertise.

and more than 10,000 retail managamant team,

investors,
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Property Portfolic

The total property portfolio will have assets with a carrying value as at 30 September 2005 of approximately $561 miilion,
diversified across retail, industrial, commercial, carparck and hotel properties located in NSYW, Queensland, Victoria, the

ACT and South Australia.

ACT
SA 3%

ViC
9% 4

QLD
15%

H%Eéei Industrial

17%

Carpark
2%

Retail
34%

Commercial

39%

Residential
1%

Furthar information on the property portfelio is provided at section 4.3 of the Explanatory Memorandum.,

Funds Management

Abacus utilises the skills and market presence of its property
specialists to identify and package investment epportunities
for retail and other clients and leverages its strong balance
sheet to provide working capial to acguire assets ahead of
the receipt of funds from investors. By providing a range of
high guality investment opportunities, Abacus is able to
maintain strong relationships with over 1,500 financial
plannars and contribute to the investment objectives of over
10,000 clients.

Assets under management presently exceed §1 billion.
Furthar information on Abacus's funds management
activities is provided at section 2.3 of the Explanatory
Mermorandum.

Secured Loans

The Merged Group will advance secured loans to generate
interest and fee income. A highly experienced team is
invalved in the selaction and management of the diversified
loan portiolio.

The Merged Group will provide both first mortgage and
mezzanine funding to a diverse group of investors, with each
loan secured against real property assets. Additional
collateral security is often obtained to supplement
morigage security.

14 ABACUS PROPERTY GROUP

Funds will also be advanced to support existing and new
Abacus funds management products in advance of equity
being raised from investors. This activity has been a major
support in the growth of ADIF

Projects and other property-related investments

Abacus has generated a pipeline of diversified projects to
provide ongoing earnings from fees and profit pacticipation.
Projects are structured to minimise risk to Abacus, which
does not take a significant equity position in any one
transaction but participates as sponsor, partnes, facilitator
or financier,

Many projects are undertaken through joint venture
arrangements, which will enable Abacus 1o combine its
property skills and capital base with the specific industry
expertise or local property knowlaedge of its network of
strategic pariners across Australiz. Further information on
these activities is provided at section 2.5 of the Explanatory
Memaorandum.



Corporate Governance

Details of the boards of diractors of the Merged Group and corporate governanca policies are set out in section 4.4 of the
Explanatory Memorandum.

Summary Financial information

The following is a summary extract of the full finandal information pravided in sections 5.4.3 and 5.5.2 of the Explanatory
Memorandum,

Tha following table sets out the pro forma summarizsed aggregated balance sheet as at 30 June 2005 and forecast pro forma
income statement for the year ending 30 June 2004 as if the Merger had been implemented on 36 June 2005,

The pro forma summarized aggregated palance sheet has been compiled as if the Merger had occurred at 30 June 2005 and
reflects the material events and transactions that have occurrad since 30 Juna 2005, 1t should be read in conjunction with the
assumptions and notes set out in section 5.5.3 and 5.6 of the Explanatory Memorandurm. The table is presented under the
Australian Equivalent of the Intemational Financdial Reporting Standards (AIFRS),

3 aggregated Balance Sheet is sef out a1 section 5.5.2 of the Explanatory Memorandum.

1. Detatled pro for
2. Details of financial assets are set out in the notes of section. 5.5.2 of the Explanatory Memorandum.
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The following table sets out the summarised forecast pro forma aggregasted incomea statement for the Merged Group,
compiled on a pro forma basis assuming the Merger had been effacted on 30 June 2005, The table should be read in
conjunction with the assumptions and notes set out in sections 5.4.3 and 5.6 of the Explanatory Memorandurm.

1. Detailed forecast pro forma Income Statement is set out at section. 5.4.3 of the Explanatory Memorandum.

Disclaimer

The forward locking staterments provided above have been based on current assumptions about future events and are
subject to risks and uncertainties that could cause actual results to differ materially from the expected results described in
such forward looking staternents. Deviations are both normal and to be expacted. Factors which may affect future financial
performance include, among other things, those risks identified in section 4.5 of the Explanatory Memorandum, variations in
the assumptions underlying the financial forecasts and other matters net currently known to, or considerad material by
Abazcus, AGHL or AGPL.

None of Abacus, its officers, AGHL, AGPL, any person named in this Ovarview or the Explanatory Memorandum or any
parson involvad in the preparation of this Ovarview or the bxplanatory Memorandum makes any representation or warranty
{either express or implied) as to the accuracy or likelihood of fulfilment of any forward looking statement, or any events or
rasults axpressed or implied in any forward locking statement. You are cautioned not to place undue refiance on those
statements.

The forward looking statements in this Overview and the Explanatory Memorandum raflect views held only as at the date of
this document.
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NOTICE OF MEETING - ABACUS INCOME TRUST

NOTICE is given that & meeting of holders of units in Abacus Income Trust ARSN 104 934 287 (AIT) will be held at 10.00 am
on Tuesday, 14 February 2006 at the offices of Abbott Tout at Level 42, MLC Centra, 19 Martin Place, Sydney NSW.

Business

1. AIT Merger Approval Resolution
T consider and, if thought fit, 1o pass the following resolution as a special resolution:

“That the proposal under which shares in Abacus Group Heldings Limited, units in Abacus Trust, shares in Abacus Group
Projects Limited and units in Abacus Income Trust will become stapled securities, and which involves a distripution being
made by Abacus Trust so unithelders can acquire Abacus Group Project Limited shares and Abacus Income Trust units, and a
distripution being made by Abacus Income Trust so unitholders can acquire Abacus Group Hoeldings Limited shares and
Abacus Trust units, as more particularly set out in the Explanatory Memorandum that accompanies the notice convening this
meeting, is approved.”

2. AlT Constitution Amendment Resolution

To consider and, if thought fit, 1o pass the following resolution as 2 special reselution:

“That, in accordance with section 801GC(Y) of the Corporations Act, the constitution of the Abacus Income Trust is amended
in accordance with the provisions of a deed poll in the form tabled at the meeting and signed by the Chairman of the
meeting for the purposes of identification, such maodification to take effact an the date on which an order of the Supreme
Court of New South Wales is made confirming that Abacus is justified in implemeanting the Merger in accordanca with the
Explanatory Memorandum.”

Notes

This natice should be read in coniunction with the Explanatory Memorandum that accompanies this notice,
The Explanatory Memorandurm contains an explanation of the resolutions and further information about the Merger.

Unlass otherwise defined in this notice, terms used in this notice have the same meaning as set out in the Glossary in the
Explanatory Memorandum.,
Exercise of votes

The vote on the resolutions will be conducted by way of a poll. On a poll, a unitholder has one vote for every unit that they
hold in the AIT.

Unitholders entitled to vote

Abacus, as responsibie entity of AlT, has determined that 2 person’s entitlerment to attend and vote, either in person or by
proxy, at the meeting will be the entitlement of that person set out in the register of holders of units in the AT a2t 10.00 am
(Sydney time) on 12 Febrruary 2006, Accordingly, transactions registered after that time will be disregarded in determining
entitlernaents to attend and vote at the meeting.

Furthermore, each individual who is present at the meeting may vote if they are a unitholder in accordance with the
paragraph above, or & recognised proxy, attorney or corporate representative of & unitholder,

Unitholdars need not exercise all of thair votes in the same way and need not cast all of thair votes,

Attendance by unitholders

Unitholdars must attend the meeting at least 30 minutes prior to the time designated for the meeting so that the numbear of
their units and their attendance can be confirmed.
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Voting of jointly held units

If units are jointly held by unitholders, only one of the joint holders is entitled to vote at the meeting. If more than one
unitholder votes in respect of a jointly held unit, enly the first to vote is counted. If it s not practical to determine which was
first, the sarliest named in the register to exercise such right {to the exclusion of those named later} prevails.

Voting by corporations

Ir order to vote at the meeting (other than by proxy), & corporation that is a holder of units must appoint a persoen to act as
its representative. The appointment must comply with the Corporations Act. A letter of representation must be lodged with
Abacus {marked to the attention of the Company Secretary):

() atits registerad office at Leval 34 Australia Square, 264-778 George Street Sydney; or

(i) by facsimile on 41 2 9253 8414,

The letter of representation must be recaived by Abacus prior to the commencemant of the meeting or the representative
must bring to the meeting evidence of his or har appointment including any authority under which it is signed.

Voting by proxy
() A unitholder who is entitled to attend and cast a vote at the meeting may appoint a proxy. The following address and
facsimile number are specified for the purpose of receipt of proxy appointmaents:
Computershare Invastor Services Pty Ltd
Facsirmile: 61 39473 2718
Lavel 2, 80 Carrington Strest
Sydney NSW 2000
(i) A proxy nead not be 2 unitholder,

(o} A unitholder who is entitled to cast 2 or more votes may appoint 2 proxies and may specify the proportion or numbear of
votes each proxy is appointad to exercise.

{d) To be effective, the instrument by which the proxy is appointed by a unitholder and, if the instrument is signed by the
unitholder's attomey, the authority under which the instrument is signed or a certified copy of the authority, must be
recaived by Abacus before 10.00 am on 14 Fabruary 2006,

(&) For mora information concerning the appointmant of proxies and the addresses to which proxy forms may be sent, please

refer to the raverse side of the proxy form,

By arder of the Board of Abacus

Sears O'Donoghue

Company Secretary

Cated: 14 December 2005
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NOTICE OF MEETING - ABACUS GROUP PROJECTS LIMITED

NOTICE is given that & general meeting of holders of ordinary shares in Abacus Group Prelects Limited (ACN 104 048 104
(AGPL) will be held at 10.00 am on Tuasday, 14 February 2006 at the offices of Abbott Tout at Level 42, MLC Centre,
19 Martin Place, Sydney NSW.

Business

1. AGPL Merger Approval Resolution
Tex consider and, if thought fit, 1o pass the following resolution as a special resolution:

“That the proposal under which shares in Abacus Group Heldings Limited, units in Abacus Trust, shares in Abacus Group
Frojects Limited and units in Abacus Income Trust will become stapled securities, and which involves a distribution being
made by Abacus Trust so unithelders can acguire Abacus Group Project Limited shares and Abacus Income Trust units, and a
distribution being made by Abacus Income Trust so unitholders can acquire Abacus Group Hoeldings Limited shares and
Abacus Trust units, as more particularly set out in the Explanatory Memorandum that accompanies the notice convening this
meeting, is approved.”

2. AGPL Constitution Amendment Resolution

T consider and, if thought fit, 1o pass the following resolution as a special resolution:

“That, in accordance with section 136(2) of the Corporations Act, the document submitted to the meeting and signed by the
Chairman of the meeting for the purpose of identification is adopted as the constitution of Abacus Group Projacts Limitad in
substitution for the existing constitution of Abacus Group Projects Limited {which is repealed}, with effect on the date on
which an order of the Supreme Court of New South Wales is made confirming that Abacus is justified in implementing the
merger in accordance with the Explanatory Memorandum.”

3. AGPL Share Conversion Resolution
T consider and, if thought {it, 1o pass the following resolution as an ordinary resolution:

“That, in accordance with section 254 of the Corporations Act, each fully paid ordinary share in the capital of Abacus Group
Projects Limited be converted into 0.78 fully paid ordinary shares, with effact on the Implementation Date as definad in the
Explanatary Memorandum.”

Notes

This notice should be read in conjunction with the Explanatory Memorandum that accompanies this notica. The Explanatory
Memorandum containg an explanation of the resolutions and further information about the Merger.

Unlass otherwise defined in this notice, terms used in this notice have the same meaning as set out in the Glossary in the
Explanatory Memorandum.,
Exercise of votes

The vote on the resolutions will be conducted by way of a poll. On a poll, a shareholder has one vota for every share that they
hold in AGPL

Shareholders entitled to vote

The Board has determined that a person’s entitlement to attend and vote, either in person or by proxy, at the meating will be
the entitlerment of that person set out in the register of holders of shares in AGPL at 10.00 am (Sydney time) on 12 February
20064, Accordingly, transactions ragisterad after that time will be disregarded in determining entitlements to attend and vote
at the meeating.

Furthermore, each individual who is present at the meeting may vote if they are a shareholder in accordance with the
paragraph above, or & recognised proxy, attormey or corporate representative of a shareholder

Shareholders need not exercise all of their votas in the same way and nead not cast all of their votas,
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Voting of jointly held shares

If shares are jointly held by shareholdars, only one of the joint holders is entitfed to vote at the meeting. If more than one
shareholder votas in respect of a jointly held share, only the first to vote s counted. i it is not practical to determine which
was first, the earliest named in the register to exercise such right (to the axclusion of those named later) prevails,
Individuals

Shareholdars must attend the meeting at least 30 minutes prior to the time designated for the meeting so that the number of
their shares and their attendance can be confirmed.

Voting by corporations

I order to vote at the meeting (other than by proxy), & corporation that is a holder of shares must appoint & person to act as
its representative. The appointment must comply with the Corporations Act. A letter of representation must be lodged with
AGPL {markaed to the attention of the Company Secretary).:

() atits registerad office at Level 34 Australiz Square 264-278 George Street Sydnay; or
(b) by facsimile on &1 2 9253 8616

The letter of representation must be recaived by AGPL prior to the commencement of the meeting or the representative
must bring to the meeting evidence of his or har appointment including any authority under which it is signed.

Voting by proxy
(#] A shareholder who is entitled to attend and cast a vote at the meeting may appoint a proxy. The following addresses and
facsimile numbers are specified for the purpose of receipt of proxy sopeintments:
Computershare Investor Services Pty Lid
Facsimile: 61 39473 2118
Lavel 3, 40 Carrington Streat
Sydney NSW 2000
(i) A proxy nead not be a shareholder,

(¢} A shareholder who is entitled to cast Z or more votes may appoint 2 proxies and may specify the proportion or number of
votes each proxy is appointed to exarcise.

{d) To be effective, the instrument by which the proxy is appeinted by a sharehelder and, if the instrument is signed by the
shareholder's attorney, the authority under which the instrument is signed or a certified copy of the authority, must be
recaived by AGPL before 10.00 am on 14 February 2004,

{8} For more information concerning the appointment of proxies and the addresses to which proxy forms may be sent, please
refer to the raverse side of the proxy form,

By arder of the Board

Sears O'Donoghue

Company Secretary

Cated: 14 December 2005
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Responsible entity of Abacus Income Trust
Abacus Funds Management Limited
Level 34 Australia Square
264-278 George Street
Sydney NSW 2000
T 1800 253 860 {Australia)
61 2 253 8600
F: 61292538616

E: enquiries@abacusproperty.com.au

Abacus Group Projects Limited
Level 34 Australia Square

264-278 George Street

Sydney NSW 2000

Registry

Computershare Investor Services Pty Ltd
Level 3, 60 Carrington Street

Sydney NSW 2000

Legal Advisers
Abbott Tout Lawyers
Level 42 MLC Centra
19 Martin Placa
Sydney NSW 2000
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PRORPERTY GROUP

In relation to a proposal to staple
the securities of the Abacus Diversified Income Fund
to the securities of the Abacus Property Group

Issued by:

Abacus Funds Management Limited ACN 007 415 590 AFSL 227819
as responsitle entity of the Abacus Trust ARSN 096 572 128
and as responsible entity of the Abacus Income Trust ARSN 104 934 287

Abacus Group Holdings Limited ACN 080 604 419

and Abacus Group Projects Limited ACN 104 066 104

This document should be read in conjunction with the Overview for the entity
(APG or ADIF) in which you hold securities.

This is an important document and recuires your immediate attention,
It should be read in its entirety. If you are in doubt as to what you should do,
you should consult your financial advisen




Key Defined Terms

Ir: this document, the following terms have these meanings. A T glossary is at section 12 of the Explaraiory Memorandum.

Abacus Abacus Funds Management Limited

A Abacus Diversified Income Furd, made up of the Abacus income Trust (AIT) and Abacus Group
Projects Limited (AGPL)

ARG Abacus Property Group, made up of the Abacus Trust {ATY and Abacus Group Moldings Limited

IAGHL

Merged Group

The group that will resuit from Staphing the securities of AT, AGHL, AT and AGPL to one another

Merged Group Stapled Security

Fach Merged Group Stapled Security will comprize cre AT unit, ore Restructured

A3T urit, one AGHL share and one Restructured AGPL share

PURPOSE OF THIS DOCUMENT

This document gives APG security-hioiders and ADIF security-holders

details of the proposed Merger 1o form the ‘new’ Abacus Property Group,

The term 'Merger’ s used to describe the process to siapie the ADIF
sacurities to the APG secusities so that they will be traded together on
the ASX under the name of “Abacus Property Groug'.

This Explanratory Memorandum alse contairs details of the assets and
Labifities, financial position and performance and prospects of the
Merged Groug and the rights and fabilities attaching o the Merged
Groug Stapled Securities.

REGULATORY INFORMATION

The APG Overview, the ADIF Overview and this Explanatory
Memaorandum are all dated 14 December 2005, The APG Overview and
this Explaratory Memorandum are a prospectus and a product
disclosure statement issued by AGHL and Abacus (as responsible entity
of AT) ir respect of APG securities. The ADIF Overview and this
Explanatory Memorandum are a prospectus and a product disclosure
statemnent issued by AGPL and Abacus (as responsible entity of A7)

in respect of ADIF securities. The APG Overdew, the ADIF Overview
and the Zxplaratory Memorandum were lodged with ASIC on

14 Decernber 2005 and have also been provided o the ASX. The fact
that the ASX may agree to have the Merged Group Stapled Securities
cuoted is not to be taker in any way as an ndication of the merits of
the Merged Group or any of its constituent entitieg

MNone of ASIC, the ASX or their respective officers takes any
responsibility for the contents of thiz Explanatory Memorandum, the
APG Overview or the ADIF Overvew

This Expplanatory Memorandurn, the APG Overview and the ADIF Overview
do niot in any way constituie ar offer of securities in any place in which,
of to any person to whorn, it would not be lawful 1o make such an offer,

DISCLAIMER

Ar APG security-holder should read the APG Overview and the

Explanatory Memorandum, and an ADHF security-hielder should read the

ADIF Ouerview and the Explanatory Memorangum, 1o assist them in
considering the resolutions and determining how they want to vote.

The mformaton in this Explanatory Memorandurm, the APG Cvarview
and the ADIF Overview do not take into account the invesiment
objectives, financial situation, taxation position or needs of any
pariicular APG security-holder or ADF security-holder |t is important
that APG security-holders read the APG Overview and the Explaratory

Memaorandum, and that ADIF security-holders read the ADHF Overview
and the Explanatory Memorandum, before making any voting or
investment decision. in particular, in considering the prospects of the
Merged Group, it is imporiant for APG security-holders and ADIF
security-holders to consider the risk factors identtied in section 4.5 of
the Explaratory Memorandum that could affect the financial
performance of the Merged Group. Past performance is no indication of
future performance. APG security-holders and ADRIF security-hoiders
snould carefully consider the risk factors in ight of their particular
investrnent obiectives, financial situatior, taxation position and
individual needs. I§ APG security-hoiders or ADF security-holders {or
both) are in any doubt on these matters, they should consult their
financia! adviser before deciding how to vote on the Merger.

Flease read all the documents carefully before deciding how to vote on
the resclutions to give effect to the Merger, and compliete and return the
enclosed proxy form if you are unable to attend the meetings in person,

FORWARD LOOKING STATEMENTS

This Explanatory Memorandum, the APG Cverview and the ADIF
Owvervew include certain prospective financial information which has
bear. based on current expectations about fuiure events. The
prospective financial information is sublect 1o risks, uncertaintes and
azsumptions that could cause actual results to differ materially from the
expectations descrined i such prospective financial miormation.
Factors which may affect future financial performance include, among
other things, those risice identified in section 4.5 of the Explanatory
Memorangum, variations in the assumptions underlying the financial
forecasts and other matters not currently known to, or considered
material by Abacus.

Actual events of results may differ materially from the events or results
expressed or implied @ any forward looking statement and deviations
are both rormal and to be expected. None of Abacus, it officers, any
person named in this Explaratory Memorandum, the APG Overview or
the AL Cverview or any perzon involved in the preparation of this
Explaratory Memorandum, the APG Overdew or the ADIF Overview
makes ary reprezentation or warranty {either express or implied} as to
the accuracy of likelihood of fulfilment of any forward looking
staternent, or any events or resiits expressed or implied in any forward
iooking statement. You are cautioned not fo place undue reliance on
those staternents.

The forward locking staternents in this Explanatory Memorandum, the
APG Cverview and the ADIF Overview reflect views held only as at the
date of this document.
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Key Dates

Event

indicative Date

Latest time and date for lodgment of proxy forms for APG security-holdars’ meetings

10,00 am on 12 February 2006

Time and date for determining eligibility to vote at APG security-helders” meetings

1000 am on 12 Fabruary 2006

Time and date for determining eligibility to vote at ADIF security-holders” meetings

1000 am on 12 Fabruary 2006

Latest time and date for lodgment of APG security-holders’ corporate representative certificates

4.00 pm on 13 Fabruary 2006

Latest time and date for lodgment of proxy forms for ADIF security-holders” meetings

Before 10.00 am on
14 Fabruary 2006

ADIF security-holdars” meetings

10,00 am on 14 February 2006

APG security-holders” meetings

10,00 am on 14 February 2006

Second Court hearing in relation to judicial advice

10,00 am on 20 Fabruary 2006

ADIF Preliminary Record Date - time and date
for determining ADIF Foraign security-holders

Latest time for ADIF to register transfers of axisting ADIF securities

5.00 pm on 10 March 2006

Effective Date

Last day of trading in existing APG securities

Last day of cum-antitlement trading in APG securities for
distribution for the quarter ending 31 March 2006

Quaotation of existing APG securities suspended at the cloze of trading

17 March 2006

Commaence trading in Merged Group Stapled Securities on a
daferred settlement basis (ASX code: ABP)

20 March 20066

Stapling Record Date - time and date for determining
entitlenents 1o Mergaed Group Stapled Securities

Time and date for determining APG Foreign security-holders
Record date for distributions for the guarter ending 31 March 2004

Latest time and date for APG to register transfers of existing APG securities

5.00 pm on 24 March 2006

Implementation Date - date on which new securities are issued

Date on which APG securities and ADIF securities are Stapled together
to form Marged Group Stapled Securities

Cespatch of holding statements for Merged Group Stapled Sacurities

Deferred settfemant trading ceases at the close of trading

31 March 2006

Trading in Merged Group Stapled Securities on a normal 3 April 2006
T + 3 basis commences (ASX code: ABP)
Settlement of all deferred trades fram 20 March 2006 to 31 March 2004 & April 2006

and all normal trades conducted on 3 April 2004

Latest date for Stockbroker to sell Merged Group Stapled Securities
an behalf of APG security-helders and ADIF security-holders under the Sale Facility

14 April 2006

Latest date for Stockbroker to pay the proceads of the sale of Merged Group Stapled
Securities to Foraign security-holders

23 April 2006

Payment date for distributions for quarter ending 3% March 2006

10 May 2006

All times and dates following the date of the security-holders” meetings are indicative only and may change because of

raazons outside of the control of Abacus, AGHL or AGPL

Any changes to the above timetable will be announced to ASX and notified to security-holders on the Abacus website at

www.abacusproperty.com.au
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1 DETAILS OF THE MERGER

1.1 Background to and overview of the
Merger

APG is a listed diversified property group, mada up of

AT and AGHL, with four core businesses:

# portfofio of investment propertias;

s funds management and asset management businesses;
s portfofio of secured loans;

» property-based projects and other investments.

ADIF is an unlisted diversified property group, made up of
AT and AGPL, with two core businesses:

s portfofio of investment properties
s portiofio of secured loans

Abacus is the responsible entity of AT and AT and is the
manager of AGPL and AGHL pursuant to management
agreemenis entered into between Abacus and AGHL and
between Abacus and AGPL The directors of AGPL are also
directors of AGHL

APG and ADIF share the common abjective of building a
diversified portfolio of property-based assets to provide a
reliable income and potential for capital growth. it was the
stated intention of Abacus to grow ADIF to a sufficient size
te enable its listing on the ASX to provide liquidity to investors,

Recent market conditions have increased the difficulty of
securing quality propertias at vields which benefit both APG
and ADIF indeed, the continued strength of the property
market and consequent yield comprassion has meant that
growth through property acquisition has become
incraasingly difficult to achieve without reducing the income
distribution to existing security-holders or compromising the
investment guality of the portfolio.

The Merger is considered to be a positive step for both
APG security-holders and ADIF security-holders, resulting
in a listed diversified property group with assets of over
5835 million (on a pro ferma basis). The increase in size is
expected to lead to greater interest in the Mergad Group
Stapled Sacurities by the broader market and increase the
potential for inclusion in relevant ASX indicas. it also
provides a strong platform from which to pursue future
growth opportunities.

Further information on APG and ADIF is provided at sections
2 and 3 of this Explanatory Memorandum respectivaly,

1.2 Merger mechanics
The Merger is to be achieved as follows:

® existing ADIF securitios will be consolidated to form
Restructurad ADIF securities;

# g distribution will be made by AT to AT unitholders;
® g distribution will be made by AIT to AT unitholders;

® naw APG securities will be issued by APG to ADIF
security-holders;

s naw ADIF securities will be issuad by ADIF to APG
security-haolders; and

s the APG securities and the ADIF securities will be stapled
together and jointly quoted on the ASX.

Following the propesed Merger, the Merged Group will be
known as Abacus Property Group and will trade on the ASX
under the code ABP

The full details of the mechanics of the Merger are set outin
section 9 of thig Explanatory Memorandum,

1.3 Implementation of the Merger for
ADIF security-holders

If the Merger proceeds, on the Implementation Date, existing
ADIHF securities will be consolidated to 0.78 Restructured ADIF
securities. ADIF security-holders will receive ona Merged
Group Stapled Sacurity for each Restructured ADIF security
held on the Stapling Racord Date,

For example, If you hold 1,000 ADIF securities on the
Stapling Record Date, you will hold 780 Merged Group
Stapled Securities after the Merger is implemented made up
of 780 AT units, 780 AGHL shares, 780 Restructured AIT units
and 780 Restructured AGPL shares.

The Merged Group Stapled Securities may be sold on ASX
after the Implemeantation Date. The last date for registration
of transter of ADIF securities prior to the Merger will be

10 March 2006.

Foreign security-holders are not eligible to receive Merged
Group Stapled Securities. Lega! title to ADIF securities held
by all Foreign security-holders will be transtferred to the
Stockbroker to deal with under the Sale Facility in accordanca
with section 9.7 of the Explanatory Memorandurm,
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1.4 Implementation of the Merger for
APG security-holders

I the Merger proceeds, APG securities will be suspendad
from trading on the Effective Date. On the implementation
Date, APG security-helders will raceive one Merged Group
Stapled Security for each APG security held on the Stapling
Record Date.

For example, if you held 1,000 APG securities on the
Stapling Record Date, after the Implementation Date you
will hold 1,000 Merged Group Stapled Securities,
comprising 1,000 AT units, 1,000 AGHL shares, 1,000
Restructured AIT units and 1,000 Restructured AGPL shares.

The Merged Group Stapled Sacurities may be sold on ASX
after the Implementation Date,

Foreign security-holders are not eligible to receive Merged
Group Stapled Securities. Legal title to APG securities held
by all Foreign security-halders will be transferred to the
Stockbroker to deal with under the Sale Facility in accordance
with section 2.7 of the Explanatory Memorandum,

1.5 Security-holders who do not wish to
participate in the Merger

ADIF security-holders wha do not wish to participate in the
Merger may seek to sell their ADIF securities at any tmea™
However, transiers will not be registered after 10 March 2006,

ADIF security-holdars who transier their ADIF securities
before the ADIF Preliminary Record Date will not be
entitled to recaive the distribution for the quarter ending
31 March 2006 if the transfer is registered before the
ADIF Prefiminary Record Date.

APG security-holdars who do not wish to participate in the
Merger may sell their APG securities on the ASX on or before
the last day of trading in APG securities. Please note that the
meeatings to consider the Merger are on 14 February 2006
and the last day of rrading in APG securities is 17 March 2006,

APG security-holders who transfer their APG securities
before the Stapling Record Date will not be entitled to
raceive the distribution for the quarter ending 31 March 2006
if the transfer is registered before the Stapling Record Date.

All security-holders may sell their Merged Group Stapled
Securities on the ASX after the Implementation Date,

1.6 Conditions of the Merger

The Merger will not be implemented unless a number of
conditions precedent are satisfied. The conditions are

as follows:

ln addition, the Implementation Deed must not have been
terminated by any party prior to the Court making the
orders. A surmamary of the Implementation Deead including
the termination rights is set out in section ¥ of this
Explanatory Memorandum.

1.7 i the Merger does not proceed

If the Merger does not proceed, both APG and ADIF will
continue as separate entities. The costs incurred in relation
to the Merger will be borne proportionally, approximately
83% by APG and approximately 17% by ADiF

The costs that will be shared if the Merger does not procead
are forecast to be approximately $600,000. This amount
reflects legal, taxation and financial advisers, accounting and
incdependent expert costs, application fees to regulatory
authorities as well as issue costs of the Merger documents.

AL securibes ave il ADIF secunip-holdars Bave ne right 1o smooire that thelr interss D bought or radesmead Dy Abaous o aryone afse,
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2 PROFILE OF APG
2.1 introduction

APG was formad in August 2001 from the merger of &
number of trusts and a small developrment company
establishad between 1994 and 1999 which were under the
managemant of Abacus. Initial total assets of approximataly
§280 million included eight investment properties and a
partfolic of mortgage loans.

Fram its formation in August 2001 untif fisting on the ASX in
MNovember 2002, APG acquired four additional properties,
raised approximately $95 million in additional equity and
acquired Abacus to form an internally managed, diversified
property group.

Since listing with total assets of over $425 million, APG has
grown its total assets to over $417 million and total
contributed equity to over $404 million and now has over
51 billion in assets under management. While the majority of
APG security-holders remain retail investors, a series of
placements over the past 18 months has seen institutional
representation on the ragister increase to over 35%. Further

Oetetrer 2005 aral i inchided s veloasion,

. L

wirg soiirad in

capital raisings will be undartakan as required to fund new
growth epportunities,

The value of APG securities adopted by the Independent
Expert is §1.40 per APG sacurity. The pro forma NTA per
APG security as at 30 June 2005 is $1.09 while the forecast
distribution for the year ending 30 June 2006 is 11.80 cents
per APG security, paid quarterly. This reflects an increass in
the quarterly distribution to 3.00 cents per APG security from
1 January 2006.

Historical and forecast financial information on APG is
pravided in section 5 of this Explanatory Memorandum.

It includes a sensitivity analysis of the forecasts to possible
future events, including further equity raisings (section 5.7).

2.2 Property portfolio

APG has a diversified property porticlio which is primarily
located in New South Wales, The following table sets out a
summary of the APG property portiolio and its carrying value
as at 30 Septermber 2005 {other than one property acguired
in October 2005). A synopsis of each property follows.

.

_
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2.3 Funds Management

Funds management is & significant componant of the

business of APG, providing recurring fee income from the
provision of managament and other services, Assets under
management presently exceed $1 billion.

Abacus utilises the skills and market presence of its property
specialists to identify and package investment opportunities
for retall and other clients and leveragas its strong balance
sheet to provide working capial to acguire assets ahead of
the receipt of funds from investors. By providing a range of
high quality Investment opportunities, Abacus is able to
maintain strong relationships with over 1,500 financial
plannars and contribute to the investment objectives of over
10,000 clients.

Over the past 12 months, Abacus has launched a number of
new investmant opportunities:

¢ Abhacus Wodonga Land Fund and Abacus Wodenga
Mortgage Fund provided investors with the opportunity to
participate in the subdivision of a 132 hectare estate in
central Wodonga

¢ Abacus Retirernent Living Trust provided invastors with the
opportunity to participate in the development of
retirement accommaedation in the Melbourne bayside
suburbs of Brighton and Hampton

¢ Abacus Storage Fund provides investors with the
opportunity to participate in the banafits of helding a
portiolio of self storage facilities throughout Australia and
New Zealand.

Abacus Storage Fund is an open-ended fund and was
launched with initial assets of over $100 million. The initial
offer document for the Fund was issued on 4 November
2005, A major focus for Abacus over the next 12 months will
be the acquisition of additional storage assets and the
raising of equity for this Fund.

Plans for the formation of a hotel trust were announced in
late Ociober 2005 at the time APG enterad into a contract
to purchase the Novotel Twin Waters Resort on
Queensland’s Sunshine Coast Tor $58 million. An extended
settlernent has been negotiated for accuisition of the 4 star
family resort, which is located dose to a surf beach and
championship golf course as well as the airport,
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2.4 Mortgage Lending

APG advances secured loans to generate interest and fee
income. A highly experianced team is involved in the
selection and management of the diversified loan portfelio.

APG provides both first mortgage and mezzanine funding to
a diverse group of investors, with each loan secured against
real property assets. Additional collateral security is often
abtained to supplement mortgage security. Funds are also
advanced to support existing and new Abacus funds
managernearnt products in advance of equity being raised
from investors,

2.5 Projects and other property-related
investments

APG has generated a pipaline of diversified projects to
provide ongoing eamings from fees and profit particdpation.
Projects are structured to minimise risk to Abacus, which
does not take a significant equity position in any one
transaction but participates as sponsor, partnes, facilitator

or financier,

Many projects are undertaken through ioint venture
arrangements, enabling Abacus to combine its property
skills and capital base with the spacific industry expertise or
local property knowledge of its network of strategic partners
across Australia,

Joint venture projects which demonstrate APG's approach to
building a pipeline of income include:

¢ A project to build 23 residential dwellings on an infill site
at Telak Close in Willoughby, Sydney.

¢ Amalgamation of an 11,100 m2 site opposite the Highett
rafiway station in Melbourne and the procurement of an
appraval for a mixed use development.

# A 90 lot residential subdivision in Pakenham, Victora to be
sold down over approximately 24-30 months.

¢ The purchase on extended terms of a 56 hactare site with
potential to uitimately yield 600 residential lots, also in
Fakenham, Victoria.

APG has a preference for participation in a number of

moderately sized joint venture projects rather than taking

large individual exposures.



3 PROFILE OF ADIF

3.1 Introduction

ADIF i an unlisted diversified property group, made up of
AT and AGPL whose securities are Stapled, established to
acouire property assets, generally valued at between

§5 million to $20 million, to provide relizble income with
potential for capital growth. Returns from the property
partfolic have been enhanced by investment in securad

loans and development opportunities,

ADIF was launched in June 2003 with an initial portiolio of
over $60 million, which has grown to more than $240 million
as at the date of this document. This growth has been
facilitated by APG, which has provided and cortinues to
provide funds in advance of the raising of aguity to enable
the acquisition of additional assets,

Fauity of cver $100 million has heen raised under two offer
documents, the second closing in December 2004, Securities
were issued at $1.00 per ADIF security under the first offer
document and $1.02 per ADIF security under the second
offer document. The NTA per ADIF security at 30 June 2005
(on a pro forma basis) is 98 cents while the forecast
distribution for the year ending 30 June 2006 is 9.25 cants
per ADIF security, paid quarterly,

Mistorical and forecast financial information on ADIF i
provided in section 5 of this Explanatory Memorandum.,

3.2 Property portfolio

ADIF has a highly diversified property portfolio spread
across the aastern States and a variety of property sectors.
The following table sets out a surmmary of the ADIF property
portfolio and its carrying value as at 30 Septernber 2005
(other than one property acquired in Cotober 2005).

A synopsis of each property follows.

ABACUS PROPERTY GROUP ¢
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Abacus Retail Property Trust

The Abacus Retail Property Trust {ARPT) holds a portiolio of small shopping centres through a joint venture with Metcash
Trading Limited. The shopping centres are mostly located in regional areas of Queensland, NSW and Victoria and are
anchored by 1GA supermarkets with long-term leases. The joint venture is 75% owned by the ARPT and now owns, or has
commitied to purchase, eight properties valued in total at over $38 million.

zt

irciuded ab valustion,
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4 PROFILE OF PROPOSED MERGED GROUP

4.1 introduction

The Merged Group will be an internally managed, diversified property group listed on the ASX. t will have:
® a market capitalisation of over $650 million (based on an assumed security price of $1.40);

s total assets of over $835 million and net assets of over $550 million; and

» forecast net profit after tax of over $55 million for the year ending 30 June 2006 {on a pro forma basis and bafore property
revaluations and financial instrument fair value movermnents).

The Merged Group's core business activities if the Merger proceads will be substantially the same as the activities of the

existing APG, as reflected in the following diagram:

Mix of industrial, retail, COver §1 billion in assets High quality, diversified loan Diversified portfolic of
commercial and |esure under managemant, portfolio securad by projects and investments.
assets located in NSW, QLD, 10 year track record and mortgages ana Network of strategic business
SA, ACT and Victoria. strong relationships with supplementary security. partners with focal and/or

aver 1,500 financial advisers Highly experienced industry expertise,

and more than 10,000 retail managamant team,

investors,

4.2 Strategy

The Merged Group will continue the current strategy of APG, which is based on the growth of recurrent incoma from the
property portfelio, funds management and mortgage businesses supplementad by the potential for cut-performance through
joint venture and strategic investment activities.

In particular, the Merged Group will seek to acquire new investment property assets where opportunities arise and launch
new funds management initiatives. A particular focus over the next 12 months is expected to be the development of the
Abacus Storage Fund, the offer document for which was issued in November 2005,

In order to fund the acquisition of new property assets, whather for the investment porticlio or for funds management
vehicles, the Merged Group will raise additional capital as required from debt and equity markets. An analysis of the
sensitivity of the forecasts for the Mergad Group to an aquity raising is set out at section 5.7,

4.3 Property Portfolio

The total property portfolio will have assets with a carrying value as at 30 September 2005 of approximeately 3541 million,
diversifiad acrass retail, industrial, commercial, carpark and leisure properties located in NSW, Queensland, Victoria, the
ACT and South Australia.
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H%Eéei Industrial

17%

Carpark
2%

Retail
34%
NSW

QLD 62%

15%

1%

Information on the individual properties is set out at sections 2.2 and 3.2,

Information on the funds management activities and development projects of the Merged Group is provided at sections 2.3 and 2.5

14 ABACUS PROPERTY GROUP



4.4 Corporate Governance

Corporate governance of the Merged Group will be the responsibility of the boards of Abacus (as responsible entity of AT and

ALY, AGHL and AGPL

4.4.1 Boards of directors

o

MR JOHN THAME
Mr John Thame has over 30 years experience in the retail

financial services industry in senior management positions.

His 26-year carear with Advance Bank included 10 years as
Managing Director untii the Bank's merger with St George Bank
Limited in 1997, Mr Thame is chairman of 5t George Bank and
a director of Reckon Limited and Village Building Co. Ltd.

DR FRANK WOLF

Dr Frank Wolf has over 20 years experience in the property
and financial services industries, including involvernant in retail,
corremercial, industrial and hospitality-related assets in
Aastralia, New Zealand and the United States, Dr Wolf has
been instrumental in over 52 billion worth of property-related
transactions, corporate acquisitions and divestrents and has
financed spacialist property-based assets in the retirernent and
hospitality sectors, Dr Wolt is also Chairman of FSP Group Py
Limited and & director of finandal planning groups Finanaial
Services Partners Pty Limited, Vector Finandial Services Limited
and Kingston Capital Limited as well as of HGL Limited, &
listad diversified investment company.

ME DAVID BASTIAN

Mr David Bastian has over 30 years experience in the property
and financial services industries, with a particular focus on the
packaging and management of commercial, retall and
residential property projects. He was Managing Director of
Permbroke Financial Planners Limited for 3 years, merging this
company with Godirey Weston Limited in 1995 to form
Godirey Pernbroke Financial Services Limited. He established
Abacus Funds Management Limited in 1996 and is also a
director of FSP Group Pty Limited, Vector Financial Services
Limnited and Kingston Capital Limited,

MR DENNIS BLUTH

M Dennis Bluth holds Bachelor of Arts, Bachelor of Law and
Master of Law degrees and has practised as a solicitor for over
25 years, principally in the area of property law, Mr Bluth
became a Fellow of the Australian Property Institute in 2004,
Mr Bluth is a partner with Abbott Tout Lawyers of Sydnay,
Canberra and Brishane and is a member of a number of Law
Soviety and Law Council Committess. He was formerly a
director of Godirey Pembroke Financial Services Limited.

MR PHILLIP GREEN

Mr Phillip Green is Managing Director of Babeoek & Brown
Limited. Prior to joining Babeock & Brown, Mr Green worked
as & Senior Manager with Arthar Andersen where he
sprecialised in taxation, Mr Green is chairman of Babeock &
Brown Environmental lnvestments Limited and of the trustea of
the MTM Entertainment Trust and a director of Babeock &
Brown Capital Limited, Bverest Baboock & Brown Altemative
Investments, Baboock & Brown Infrastructure Group, Thakral
Holdings Limited and of the trustee of the Babeock & Brown
Japar Property Trust. Mr Green holds Bachelor of Commerce
and Bachelor of Laws Degrees from the University of New
South Wales, He qualified as a Chartered Accountant in 1981
and was admitted as a solicitor in New South Wales in 1978

MR MALCOLM IRVING, AM

Mr Malcolm leving has over 40 years experience in company
managemant, including twelve years as Managing Director of
CIBC Australian Limited. Mr Inving is chairman of Australian
Industry Development Corporation, the Australian River
Corrpany Limited, Willis Australia Limited Group and Keycorp
Lirrited. He is also & director of O'Connell Street Assodiates Py
Lid Group, ADI Limited and Resimac Limited.
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MR LEN LLOYD

Mr Len Lloyd s Managing Director, Abacus Proparty Services Pty Limited, and is responsible for property administration and
development opportunities in the Abacus portiolio. Mr Lloyd is & licensed Real Bstate Agent and a registerad Real Estate
Yaluer with experience in the development, management and funding of commercial, retail and residential property. In
pravious positions, Mr Lloyd held responsibility for the property portfolios of the Advance Bank and St George Bank and
provided valuation and lending advice for the Commonwealth Devalopment Bank.

4.4.2 Corporate governance policies

Corporate govarnance is the system by which companies are directed and managed. It influences how the objectives of the
comparny are set and achieved, how risk is monitored and assessed, and how performance is optimised,

The ASX Corporate Govermnance Council has developed a set of guidelines, Principles of Good Corporate Governance and
Best Practice Recommendations, which articulates 10 core principles and 28 recommendations that the ASX Corporate
Governance Council belisves underlie good corporate governance.

All listed entities are required to report against the recommendations in their annual report, disclosing the extent to which the
entity has followed the best practice recommendations during the reporting pericd.

In summary, the APG's 2005 corporate governance report provided as follows:
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All board committee charters and corporate governance policies are postad on the corporate governance page on the
Abacus website at www.abacusproperty.com.au

4.5 Investment Risks

Thare are a number of risk factors which may have an impact on the future performance of the Mergad Group. Investors
should be aware that there are a variety of risks associated with investing in both property related businesses and stock
market listed securities. The future level of income distributions to investors, the value of the Merged Group’s businesses and
assets, and the market value of securities quoted on the ASX may be influenced by any of these risk factors.

While the assumptions made in the preparation of the Torecast financial information are considered reasonable, there are a
nurmber of risks and uncartainties that may affect the achievernent of these forecasts, many of which are bayond the controf of
the Merged Group and its directors and would impact on the future financial performance of the Merged Group, the sectors
in which the Mergad Group operates and the price at which Merged Group Stapled Securities may be traded, are
surmnmarised below. This does not purport to be an exhaustive list of all the risk factors that may affect the future financial
performance of the Merged Group.

4.5.1 General business risks

General economic conditions - Changes in prevailing economic conditions in Australia will impact {either favourably or
unfavourably} on the Merged Group's businesses and assets and, possibly the market price of the Merged Group Stapled
Securities. Relevant econormic factors will include changes in interest rates and inflation, changes in gross domestic product
and economic growth, employment levels and consumer spending, consumear and investment sentimant and property market
volatility.

Property markets - The Merged Group's eamings will be subject to the prevailing property market conditions in the
geographies and sectors in which it will operate. Increases in supply (or falls in demand) or adverse changes in prevailing
market sentiment in any sectors of the property market in which the Merged Group will operate or invest may adversely affect
earnings. Thase factors may adversely impact the value of and returns generated from property invastments, management
and development projects undertaken by the Merged Group from time to time, and may influence the acquisition of
propertias, the timing of sales, and the carrying value of properties and income producing assets,

lnvastments in Merged Group Stapled Securities will be subject to the general and specific risks associated with investrments
in antities owning real estate. In particular, as the Merged Group’ assets include real property, an investment in Merged
Group Stapled Securities will be subject to the risks of ownership, management and development of real property. Despite
the strong pedormance of property investrments in Australia in recent years, there can be no assurance that such performance
will continue. Any deterioration in the Australian property markets could adversely affect the value of the Merged

Group's properties.

Land values - Events may ocour from time to time that affect the value of land or development costs which may then impact
the financial returns generated from particular proparty related investments, businesses or projacts,
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Funding - The property investment and developrment sector
is highly capital intensive. The ability of the Merged Group
to raise funds lequity or dabt) on acceptable terms will
depend on a number of factors including capital market
conditions, general economic and political conditions, the
Merged Group's performance, and credit availability.
Changas in the cost of current and future borrowings and
equity raisings may impact the 2arnings of the Mergad
Group, and impact the availability of funding for new
acquisitions, projects or increase the refinancing risks as
debt facilities mature.

The Merged Group will initially access and utilise debt
funding provided by major banks. Any downgrade of the
Merged Group's bank credit assessment may increase
overall debt funding costs and adversely affect the Merged
Group's access to debt funding and the terms on which that
funding is offered.

Regulatory issues and changes in law - The Merged Group is
subject to the usual business risk that there may be changes
in laws that have an adverse impact on financial performancea
{such as by diractly or indirectly reducing income or
increasing costs). Depanding on the nature of the changes,
the impact may (but will not always) be limited to the value
of returns generated from particular property investments,
mortgage lending, development projects or fund
managernent business operations. For examgple, there could
ba changes to tenancy laws which limit the recovery of
property outgoings and changes or increases in real estate
taxes which cannot be recovered as outgoings from tenants
ar changes in environmantal laws that require additional
capital expenditure,

Taxation ~ Changes in tax law (including in goods and
services taxes and stamp duties}, or changes in the way
taxation laws are interpreted in the jurisdictions in which the
Merged Group operates, may impact the future tax lisbilities
of the Merged Group. In addition, under current incorme tax
legisiation, AT and AIT are not liable for Australian income
tax, including capital gains tax, provided they distribute all
their respective taxable income. Should the actions or
activities of the AT and AT cause them to fall within the
operative provisions of Division 6B or 6C of the Incomes Tax
Assessment Act 1936, they may be taxed on their respective
net incomas at a rate which is equivalent to the corporate
income tax rate of 30%. it is the intertion of the directors
that the Merged Group will be managed so that neither
Drvision 4B nor 6C will apply to either trust,

While there are not expected to be any tax consequences
from implementation of the Merger, as a result of making
stapling distributions there is a reallocation of the cost bases
af each of the componant parts of APG securities (AT units
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and AGHL shares) and ADIF securities (AT units and AGPL
shares) among the component parts of the Mergad Group

Stapled Securities (AT units, AGHL shares, Restructured AIT
units and Restruciured AGPL shares),

The cost base of existing AT units and Restructured AT units
will be reduced as a consequence of making the stapling
distriputions to effect the Merger, Future tax-deferrad
distributions from AT or AlT will further reduce the cost base
of these units. Once the cost base is reduced to zero, any
further tax-deferred distributions will be assessable as a
capital gain in the year the unitholder is presently entitled 1o
such distributions,

Litigation and disputes — Disputes or litigation may arise
from time to time in the course of normal business activities
of the Merged Group. There is a risk that material or costly
disputes or litigation could affect the financial performance
of the Merged Group and the value of Merged Group
Stapled Securities.

Competition ~ The Mergad Group will face competition from
ather Australian and international property groups and other
arganisations in the lecations and sectors in which it
operates. The Mergad Group also operates with the threat
of new competition entering the market, Competition may
leadt to an oversupply through over-development, or to
prices for existing properties or services being impacted by
competing bids. The axistence of such competition may, for
exarmple, have an adverse impact on the Merged Group's
ability to secure tenants for its properties at satisfactory
rental rates and on a timely basis, which in turn may impact
the Merged Group's financial performance and retums to
investors.

Insurance - A degree of protection for various aspects of
businasses, assets and people can be provided by insurance.
Typical insurance policies include material damage of assets,
public lability, industrial spedial risks, business interruption,
general and professional indemnity, directors and officers
and workers compensation. Policy coverage and insured
limits are similar to those customarily carried by property
awners and managers, developers and fund managears.
Thare are however, types of losses {such as from flocds and
earthquakes) that are generally not insurad at {ull
replacernent cost or that ara insured subject to larger
deductibles.

APG and ADIF currently carry insurance with respect to
terrorism and will continue to seek appropriate coverage
{subjact to standard exclusions for nuclear, chemical or
biological incidents) having regard to the nature of the
Merged Groups portfolio and operations. The scope of
renewal of insurance, including in respact of acts of
terrorism, will ba dependent on a number of factors such as



the continued availability of coverage, the nature of risks to
ke coverad, the extent of the proposed coverage and the
costs involved, Additionally, the Mergad Group will face risks
associated with the financial strength of its insurers to meet
their indemnity obligations when called upon which could
lead to an adverse effect on samings.

Conflicts of interests with partners - APG and ADIF currently
undertake joint ventures with co-owners on asset ownership
and business partnars on development projects. At tmaes,
major decisions are required to be made in respect of these
joint venture arrangements {eg. re-development and
refurbishment, refinancing, the sale of assets and bid
pricing). The interasts of the Merged Group may not be

the same as those of its co-owners in relation to

these matters,

In addition, pre-emptive provisions or rights of refusal may
apply to sales or transfers of interests in co-owned
properties and pusiness agreemants. These provisions may
work to the disadvantage of the Merged Group because,
among other things, the Merged Group may be required to
make dedsions about buying or selling interests in these
properties or developments at a time when it is
disadvantageous to do so.

There is also the risk that co-owners and business partnars
may default on their abligations or otherwise actina
manner that adversely affects the Merged Group.

investments - The Merged Group will hold certain
investrments in both listed and unlisted property related
entities. The value of, and eamings generated from these
investments will vary from time to time in accordance with
such factors as the underlying value of assets held by the
entities, the gearing levels, quoted market values in respact
of listed securities and other prevailing investmant and
market conditions in the sectors where the investments have
been made. The value ultimataly realised on the disposal of
these investmants is fikely to depend on investment and
market conditions at the time of disposal, the liquidity of the
investments and the prices obtained on the sale of
underlying assets held by the entities. Depending on these
factors, there is a risk that the Merged Group will realise a
reduced value for these investments.

Environment — Tha Merged Group will from tirme to time be
exposed to a range of environmental risks including those
resulting from soil and water contamination, construction,
cuitural hertage {eg. aboriginal) and flora and fauna {eq. native
vegetation). In addition, there is a risk that property owned by
or projects undertaken by the Merged Group from time to
tirma may be contaminated by materals harenful to human
health (such as ashestos or other hazardous materialsh, In these
situations, the Merged Group may be required to undertake

rermadial works on contaminated sites and may be exposed to
third party compensation claims and environmental liabilities.

Although APG and ADIF are not currently aware of any
material risks, there is a risk of the discovery of, or incorract
assessment of costs associated with, environmenial
contamination on any of the Merged Group's sites,

Stock market risks — The price that Merged Groun Stapled
Securities trade on the ASX may be determined by a range of
factors including:

# changes to local and intemational stock markets;
s inflation:

® changes in interest rates;

® qeneral economic conditions,

® changes to tha compilation of indicas;

® changes in government, fiscal, monetary and regulatory
polices; and

# changes in the supply of listed property trust securitios.

In future, one or more of these factors may cause Merged
Group Stapled Securities to trade below current APG prices.
In addition, the stock market can experience price and
volume fluctuations that may be unrelated or disproportionate
to the operating performance of the Mergad Group.

Other external factors — Other external factors which may
impact on the Merged Group's parformance include changes
or disruptions to political, requiatory, legal or economic
conditions or to the national or international financial markets
including as a result of terrorist attacks or war or insurrection.

4.5.2 Risks associated with ownership of property
assels

A investment in the Merged Group will be subject to the risks
of ownership, devalopmant and managemeant of the type of
assets it invests in. These risks may include:

Interest rates - Adverse fluctuations in interest rates, to the
extent that they are not hedged or forecast, will impact on the
earnings available for distribution to Merged Group Stapled
Security-holders. The Merged Group intends to utilise interest
rate derivatives and fixed rate borrowings to protect a portion
of the Merged Group's forecast interast expense from floating
rate exposuras, Further information about interest rate
management for the Merged Group is set out in section 5.9,
Adverse movernents in interest rates may also impact the
Merged Group's eamings before interest and asset values due
to any impact on property markats in which the Mergad
Group operates.
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Returns from investment - Returns from investment in real
property depend largely upon the amount of rental income
that can be generated from the property, the expenses
incurred in oparations, including the management and
maintenance of the property, as wall as changes in the
markat value of the property. Factors which may adversely
impact thase returns include:

¢ the overall conditions in the national and local economy,
such as growth in gross domestic product, employment
trands and the level of inflation and interast rates;

* |ocal real estate conditions, such as the level of demand

for and supply of retail, commerciat and industrial space;

+ the perception of prospective tenants of the attractivenass,
practicality and convenience of the rental space;

¢ changes in tenancy laws;

¢ axternal factors indluding major world events such as war,
terrorist attacks or force majeure avents;

¢ unforeseen capital expenditure;
¢ supply of new properties and other investmant assets; and
¢ irwvestor demand / liquidity in investments.

Leasing terms and tenant defaults — The future financial
performance of the Merged Group will depend, in part, on
its ability to continue to leasa existing retail, office, industrial
and hotel space that is vacant or bacomas vacant on axpiry
of leases on economically favourable terms. In addition, the
ability to lease new asset space in line with expacted terms
will impact on the financial performance of the Merged Group.

Ability of major tenants to meet rental commitments - The
ability of major tenants to meet their rental and other
contractual commitments to the Merged Group {such as in
situations of bankruptoy, insolvency or closure of their
businasses) may have an adverse impact on the income from
properties, which may result in an adverse impact on the
financial performance of the Merged Group.

Liguidity of property investments - The nature of
investments in property assets may make it difficult to
generate liquidity in the short term if thers is & need to

raspond to changes in economic or other conditions,

Fixed nature of significant costs — Significant expenditures
associated with each investment, such as mortgage
payments, maintenance costs, employes costs and taxes, are
generally not reducad when circumstances cause a reduction
in income from the investment or business operation. The
value of an asset owned by the Merged Group may be
adversely affected if the income from the asset declines and
ather related axpenses remain unchanged.
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Acqutsition of properties - A key element of the Merged
Group's future strategy will involve the acquisition of assets
to add to the property invastmant portfolio. There are
inherent risks in such acquisitions. These risks could include
unexpected problems or other latent liabilities such as the
existence of asbestos or other hazardous materials or
environmental abilities.

The past performance of assets in the Merged Group does
not guarantee their future performance. Any detericration in
the local and regional property markets where the Mergad
Group properties are held could advarsely affect the value of
those properties and the net income generated by tham,

4.5.3 Risks associated with development activities

The Merged Group will undertake certain developrment
activities, typically with experienced joint venture partners,
The risks assodiated with these activities include:

+ general decline in demand for property;

¢ settlement feredit risk on pre-sold land / tots / units;

# income derived from redeveloprment properties being
lower than expectad;

+ factors impacting the Merged Group's ability to complete
axisting and future projects, including industrial disputes,
inclament weathar, cost overruns;

+ construction not being completed on budget or on
schadule;

¢ failure to obtain, or delays in obtaining, required plan
registrations, approvals, permits or licenses eq. community
objections or delays by local and state authoritias;

¢ trade practice law risk, including misleading and /or
deceptive conduct with the general public;

¢ temmporary disruption of inceme from a property due to a
delay in completion;

+ securing of land supply for future projects; and

&

additional environmental remadiation issues not praviously
identified or allowed for.

If a developrment project is unsuccessiul, the investrment cost
to the Merged Group may exceed the value of the project
an campletion. The income available for distribution to
holders of Mergad Group Stapled Securities may be
adversely affected in these circumstances.



4.5.4 Risks associated with mortgage lending

Aninvestment in the Merged Group will be subject to the
risks of property backed mortyage lending. Given security
for mortgages are typically based on real property, many of
the risks noted above affecting the value of underlying
property security and ability of owners to generate expectad
returns and risks associated with development projects
noted above are applicable in relation to risks of mortgage
lending {see sections 4.5.2 and 4.5.3). In particulas, risks

may include:

® any inability of major borrowers 1o meet their interest and
ather contractual commitmaeants to the Mergad Group
{such as in situations of bankruptey, insolvency or
foreclosure of their development sites) may have an
adverse impact on the income from mortgage
investments, which may result in an adverse impact on the
financial performance of the Merged Group; and

# any decline in the value of underlying security may affect
the borrower's ability to repay their outstanding delbt
abligations, particularly if another lender has priority over
the security ahead of the Merged Group. Such dedines
may have an adverse impact on the Merged Group's ability
to recover its financial asset value, which may result in an
adverse impact on the financial performanca of the
Mergaed Group.

4.5.5 Risks associated with funds management
activities
Tha Merged Group's earnings will include faes from funds
managemant activities including management fees based
on gross assets and other fees based on various
performance measures. The level of fee income may be
reduced, and the reputation of Abacus may suffer, i the
value of assets fall or if the performance of any fund is
otherwise impaired.
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5 FINANCIAL INFORMATION

5.1

This section contains information concerning:

introduction
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5.2 Independent review

PRF Corporate Advisers Pty Limited has reviewed the
historical pro forma aggregated financial information (set
cut in sections 5.4.3, 5.5.1 and 5.5.2) and the forecast
consolidated income Statement for the year ending

30 June 2006 (set cut in sections 5401, 5.4.2 and 5.4.3). Their
report on this financal information is set out in section 6.

5.3 Adoption of AIFRS

For reporting periods beginning on or after 1 January 2005,

APG, ADIF and the Merged Group will comply with Australian
equivalent International Financial Reporting Standards {AIFRS)
as issuad by the Australian Accounting Standards Board (AASB).

Accordingly, the information in this section has been prepared
in accordance with AIFRS, Urgent Issues Group Consansus
Views, other authoritative pronunciations of the AASE, the
Corporations Act and the constitutions of AT and AIT.

AIFRS policies and their interpretation may change between
the date of issue of this document and the issue of the
Merged Group's first set of AIFRS Financial Staterments for the
year ending 30 June 2006, The regulatory bodies that
promulgate AIFRS have significant ongoing projects that could
affect the impact of AIFRS on the Merged Group. Accordingly,
there can be no assurances provided that the financial
irformation as disclosed harain would not be materially
different with changes to AIFRS. However, any changes are not
expected to impact cashfows, hence the ability of the Merged
Group 1o make distributions should not be affectad.



5.4 Historical and forecast aggregated Income Statements
5.4.1 APG historical and forecast Income Statements

Set out balow are historical aggregated Income Statements of APG, on both an AGAAP and an AIFRS basis, for the year
ended 30 June 2005 and forecast aggregated income Statement for the yaar ending 30 June 2004,

or APO and ADIEF Bsve bean

AIFRS impacts on AGAAP reported profits

Tha key AIFRS impacts on historical APG profit under AGAAP are set out below:
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¢ Under AASB 3 Business Combinations, goodwill is not amortised but is subject to annual (or more frequent} impainment testing
under AASE 134 Impairment of Assets. APG has elected not to apply the standard retrospectively in accordance with the
examption provided in AASE 1 First-time Adoption of AIFRS and hence only the goodwill amortised during the current year is
written back.

¢ Under AASB 117 Leases and UIG Interpratation 115, lease incentives, irrespective of nature or form or timing of paymenits, are
amortised over the lease term. Rent-free and rental abatements increased income upon initial recognition.

&

Under AASB 118 Revenue, the revenuea 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 invelvement to the degree usually associated with cwnership nor effective control over the goods. Sale of
investment properties was previously recognised as income on exchange of unconditional contract of sale. Profits derived from
sales settlad after 30 June 2005 are adjusted and racognised on settlernent in the following finandal year.

¢ Under AASB 140 lnvestment Property, if investmant properties are measured at Tair value, gains or losses arising from changes in
fair value are racognised in the Incorme Staternent in the period in which they arise.

¢ Under AASB 112 Income Taxes, incomae tax is calculated using the balance sheet lability method, rather than the current income
staterment mathod, which recagnises deferred tax balances where there is a difference between the carrying amount of an asset
or a liability and its tax base. This results in the recognition of 2 deferred tax liability in relation to AGHLS revalued assets. The
AT will continue to not racognise tax assets and tax liabilities as it will not be liable for tax if all taxable income iy distributed to
APG security-holders,

5.4.2 ADIF historical and forecast Income Statements

Set out below are historical aggregated Income Statements of ADIF, on both an AGAAP and an AIFRS basis, for the year
ended 30 June 2005 and forecast aggregated Income Statement for the year ending 30 June 2006,

Bader mote {1 al 547 for the affe ol the wanssotor

s oo AHE resatls Tor she posr anding 30 June 2006 should she s
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AIFRS impacts on AGAAP reported profits

Tha key AIFRS impacts on historical ADIF profit under AGAAP are set out balow:

» Under AASB 118 Revenue, the revenue recognition criteria in the sale of goods include reguirerments that the entity has
transferred to the buyer the significant risks and rewards of ownershio of the goods and that the entity retains neither
continuing managerial involvernent to the degree usually associated with ownership nor effective control over the goods. Sale of
investment properties was previously racognised as income on exchange of unconditional contract of sale. Profits derived from
sales settled after 30 June 2005 are adjusted and recognised on settlerment in the following finandial year.

# Under AASE 140 investment Property, if investmant properties are measured at fair value, gains or losses arising from changes in
fair value ara recognised in the Incoma Staternent in the period in which they arise. On consolidation of ADIF (and consclidation
within the Merged Group should the Merger proceed), ADIFS investrment in real property relating to a hotel property are likely
to be reclassified from lavestment Property to Owner Occupied property and accounted for under AASB 116 Property Plant and
Equipment. The hotel building and other plant and egquipment would be required to be deprediated under AASE 116,
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5.4.3 Merged Group historical and forecast pro forma aggregated Income Statements

Set out below are historical pro forma aggregated Income Statements of the Merged Group on both an AGAAP and an
AIFRS basis for the year ended 30 June 2005 and a forecast pro forma aggregated Income Statement {or the year ending
30 June 2006,

1 EPS aecd DPS L

2. EPS ang OPS T vz anding 30 June 2004 e g A64F wrilli

The pro forma and forecast financial information above has
bean compiled as if the Merger had occurred on 1 July 2005
and reflects, on a pro forma basis, the impact of the events
and transactions set out in () and (1) below.

(i} Basis of preparation of historical pro forma aggregated
Income Statements

The Merger is not considered to be an acquisition but rather
a change in security-holders' interasts in the Merged Group.
Accordingly, APG will not apply purchase accounting
principles to the transaction. Key principles adopted in
preparing the pro forma aggregated income staternents
include the elimination of the following inter-entity
transactions:

¢ asset managemant and property management faas;

+ gequisition and parformance feas;
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vismis for the year
¢ interest charges; and

¢ trail commission in respect of ADIF that will no lenger be
payable.

The pro forma aggregated financial information for the
Merged Group for the year ended 30 June 2005 set out in
this section has been prepared on the basis of both AGAAP
arwd AIFRS.

(i} Basis of preparation of forecast pro forma aggregated
Income Statements

Tha forecast pro forma aggregated Income Statement

COMpPrisas

+ oro forma aggregated Income Staterment for the Merged
Group, prepared under AGAAP, for the year ended
30 June 2005



# oro forma aggregated Income Staterment for the Marged
Group, prepared under AIFRS, for the year ended
30 June 200%;

s forecast pro forma aggregated income Statement for the
Merged Group, prepared under AIFRS, for the year ending
30 June 2006; and

s key assumptions to the forecast pro forma income Statement
- section 5.4,

The forecast pro forma financia! information for the year
ending 30 Junea 2006 has been prepared on the basis set out
in {i) above and section 5.4

The forecast pro forma finandial information for the year
ending 30 Junea 2006 has been compiled as if the Merger had
occurred on T July 2005,

Subject to the continuous and pericdic disclosure
requirements imposed on publicly listed companies, neither
APG nor the Merged Group {if the Merger proceeds) intend to
update this informaticn or to publish forecast financial
information in the future.

APG has announced an increase in the distribution payable to
APG security-holders from T January 2006 te 3.0 cents per
APG security.

APG security-holders can expact to receive distributions of
2.9 cents per APG security in respect of the quarter ending

31 December 2005 and of 3.0 cents per APG security in
respect of the quartar ending 31 March 2004,

ADIF security-holders can expect to receive distributions in
relation to the guarters ending 31 December 2005 and

31 March 2006 of 23125 cents per ADIF security,

Achievernant of the forecast AIFRS financial information may
e significantly impactad by future changes in the value of
underlying properties and movemeants in interest rates, that
may imnpact on the mark to market value of Merged Group's
treasury arrangemanis,

nvestors should be aware that changes in the value of
underlying properties and movements In interest rates may
introduce considerable volatility imto the future reported
results of the Merged Group under AIFRS. The issue is not
specific to the Merged Group or the Merger.

The forecast pro forma financial information was prepared
based on an assessment of present economic and operating
conditions and on a number of assumptions regarding future
events and actions which are expected to teke place, including

the key assumptions set out in section 5.6, The forecast pro
forma financial information was prepared on the basis of
currently available information and estimates. The diractors of
Abacus, AGHL and AGPL believe they have used due care and
attention in the preparation of this forecast pro forma financial
information and congider the assumptions to be reasonable
when considered as a whole, Howevar, this information is not
fact and investors are cautioned not to place undue reliance
on the forecast pro forma financial information.

The ferecast pro forma financial information is likely to vary
from actual results and any variation may be materially positive
or negative because the assumptions, and therefore the
forecast pro forma financial information, are by their very
nature subject to significant uncertainties and contingendies,
mary of which will be outside the control of the Merged
Group: and are not predictable on a reliable basis. Accordingly,
neither Abacus, AGHL, AGPL or anyone else can give an
assurance that the forecast pro forma financial information will

ke achievad.

The forecast pro forma financizl information should be read in
conjunction with the key assurnptions in section 5.4, the
sensitivity analysis in section 5.7, the risk factors described in
section 4.5 and other information contained in this documeant,
Areport on the forecast pro forma financisl information by the
Independent Accountant, PEKFCA, is set out in section &

5.4.4 AIFRS impact on key accounting policies

Set out below are the key areas whare accounting policies are
subject to change on adoeption of AIFRS. The estimated
financial impacts on reported historical net profit for APG and
ADIF is set out in sections 5.4.1 and 5.4.2 respectively and are
based on the audited financiat results for the year ended

30 June 2005. The actuad effects of transition to AIFRS may
differ from these estimates when implementation is finalised
dus to {a) ongeing work being undertaken on AIFRS; (1)
potantial amendmeants to AIFRS and Interpretations thareof
being issued by the standard-setters and IFRIC; and {)
emerging accepted industry practice in the interpretation
and application of &IFRS and UIG Interpretaticons.

The adoption of AIFRS will be reflectad in the financial
statements for the year ending June 2006. The material
accournting policias to be applied are:

& Classification of units in trusts: In October 2005, cartain
clauses within the constitutions of AT and AIT were amended
regarding the life and distribution policy of the Trusts,
allowing units to be classified as equity rather than as
liabilities. These amandments result in net assats attributable
to security-holders being classified as equity and retumns to
security-holders being disclosed as distributions payable at
reparting date,
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investrment properties: Under AASB 140 Investment
Property, the underlying interests in the investment
properties are initially brought to account at cost plus
acguisition costs, Subsequent to iniial recognition, all
investment properties will be recorded at fair value,

Any change in the valuation of the investment properties
will be recorded as an unrealised gain or loss in the

Income Statement.

Under AASE 140, investrment properties, including any plant
and equipment are not subject to deprediation. Depreciation
allowances in respect of certain buildings, plant and
equipment are, however, currently availanle to investors for
taxation purposes.

There are no forecasts for future valuations of properties as
the directors believe that there is no reasonable basis on
which to make forecasts in relation to future capitalisation
rates, property yields or general market conditions and that
these are matters cutside their control, Accordingly, the
Merged Group is unable to accurately quantify the impact of
these unknown conditions on the {orecast financial
information.

While the intreduction of AIFRS may introduce volatility into
forecast financial information - in particular, potential velatility
of movermnents in property values - this is not expected to
affect the operating cashflows and hence the distributions
payable to investors in the Merged Group Stapled Securities.

Goodwlll: Under AASE 3 Business Combinations, goodwill
will no lenger be amortised but instead subject to
imgairment testing under AASB 134 Impairmant of Assets,

Financial Instruments: Under AASB 132 Financial
Instruments: Disclosure and Presentation and AASB 139
Financial Instruments: Recognition and Measurement,
financial assets will be classified as either held for trading,
hald-to-maturity, available for sale or loans and receivablas,
Depending on the dassification, assets will be measured at
fair value or amortised cost. Loans and receivables originated
by the entity and not held for trading will be accountad for at
amortised cost using the effective interast mathod,

— Certain Merger batities (namaly AT, AT and AGHL have
derivative instruments in the Torm of interest rate swaps to
hedge exposuras to interest rate movaments. Under
AFRS, all derivative finandial instruments, whether used for
hedging purposes or not, are required to be carried on the
Balance Sheaet at fair value, Gaing or losses on changes in
tha fair value of derivative financial instruments must be
racognised in the Income Statement except whera thay are
accounted for as hedges.
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- Under AIFRS, derivative contracts that do not qualify for
hedge accounting will result in increased volatility, as
changes in the {zir value of these derivative contracts will
be recognised in the income Statement. In order to qualify
for hedge accounting, strict requirements over hedge
designation, documantation and effactivenass must
be satisfied.

— 3% June 2005, the APG interest rate swap agreamaents with
the banks were valued at $4.9 million and will decrease
retained earnings at 1 July 2005, At 30 June 2005 the ADIF
interest rate swap agresments with the banks were valued
at $1.2 million and will decrease retained earnings at
1 July 2005

— There are no forecasts for movernants in market values of
derivatives as the directors of Abacus, AGHL and AGPL
believe that there is no reasonable basis on which to make
forecasts in refation to future interest rates, or general
market conditions and that these are matters cutside their
contral. Accordingly, the Merger Entities are unable to
accurately quantify the impact of these unknown conditions
on the forecast financial information,

Revenue recognition: Under AASE 118 Revenue, the
revenuea racognition criteria in the sale of goeds include
requiraments 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
irvolvement to the degree usually associated with cwnership
nor effective control over the goods. Any profit on sale of
investrment properties has historically been recognised as
income on exchange of unconditional contract of sale under
AASE 118 Profit on sale of investment properties.

Leases: Under AASE 117 Leases and UIG Interpretation

115, fmase incentives, irrespective of nature or form or timing
of paymeants should be amortised over the lease term.
Currently lease incentives are amortised with the exception
of rent-free and rental abatements which, when recognisaed
and amortised, would increase income in earliar periods,

Distributions: The finandial impact of AIFRS is not expactad
to affect the distribution policy. it has been the policy of APG
and ADIF to align distributions to income samed as closely
as possinle so that, in determining distributable income, any
material non-cash income or expense #ems is axcludad in
the caleulstion of distributable profits, The Merged Group
wiil acfiust for non-cash income or expense iterns arising from
revaluation movaments and mark to market valuation of its
derivatives and the affects of any other amortisation of assets.



5.5 Historical pro forma aggregated Balance Sheets

5.5.1 Historical Balance Sheets of APG and ADIF

The fellowing table sets out:

# stand alone surmmarised Balance Sheets of APG and ADIF, as reported under AGAAP, for the yaar ended 30 June 2005, and
s pro forma summarised Balance Sheets for APG and ADIF, compiled on an AGAAP basis, as at 30 June 2005

This information has been based on the audited 30 June 2005 financial reports of APG and ADIF adjusted for material events and
transactions that have ocourred since 30 June 2005 as summarised in section 5.5.3. Thase pro forma Balance Sheats have been
cormgiled as if the Merger had not been effected,
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5.5.2 Pro forma Balance Sheet of the Merged Group

The following table sets out:

¢ pro forma surmmarised agoregated Balance Sheets of APG and ADIF, compiled on an AIFRS basis, as at 30 June 2005; and
¢ pro forma summarised aggregated Balance Sheet of the Merged Group, compiled on an AIFRS basis, as at 30 June 2005,

The pre forma aggregated Balance Sheet has been compiled as if the Marged Group had been formed at 30 June 2005 and reflacts,
an a pro forma basis, the material events and transactions that have occurred since 30 June 2005, as summarised in section 5.5.3.

1 Rapres
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5.5.3 Basis of preparation of the pro forma
aggregated Balance Sheets

The Merger will give rise to the occurrence of certain other
transactions and events, including treasury transactions,
which have not been reflected in the pro forma balance
sheets at 30 June 2005 set out above.

The pro forma Balance Sheets set out above have been compiled
as if the effective date of the Merger was 30 June 2005 and
incorporates the accounting treatmaent of the associated
transactions under {i) below and other significant transactions
as described under (i) below. In all material respects the
accourting treatmeant is the same for AGAAP as it s for

AIFRS with the exception of the income tax entries described
uncker {ii) balow.

(i) In accordance with the scope exception paragraph 3{d) of
AASBE 3, which states that business combinations in which
separate entities or businesses are brought togather to
form a reporting entity by "contract alona’ with the
obtaining of an ownarship interest, purchase accounting as
required under AASB 3 has not been followed,
Consequently, the pro forma Balance Sheets have been
prepared on the following basis:

® |t represents an aggregation of the assets and liabilities of
all of the entities involved in the Mergen

» The net assets of ADIF estimated on a pro forma basis based
on information available at the date of this Explanatory
Mernorandum includes the fair market value of the
investmeant properties, as reported in the audited financial
statements and/or the latest valuations of the properties,
and a net mark to market increment of 51 million in ADIF
representing the present value of all ADIF interest rate
derivative instruments for the purpose of adopting AIFRS.
Given that the Merger is not an acquisition, no recognition
of any potential increase of the carrying value for intangibles
to their fair market value has been taken into consideration.

s |nter-entity assets, liabilities and equity balances have
beean eliminated on consolidation, induding:

—mortgaga investment funds advanced by APG 1o ADIF;

-~ receivable/payable balances batwean the entities on
inter-antity transactions arising from management fees,
advisory feas, property management chargas,
performance and acquisition fees;

- acquisition fees capitalised into the cost of investment
properties on acquisition in ADIF but returned as income
in APG; and

- capital raising and advisory commissions taken diractly
toissue costs in ADIF but returmned as income in APG.

(i} The effect of significant transactions which have occurred
subsequent to 30 June 2005 have been adjusted in the pro
formea Balance Sheet including the following:

s APG:

~impact of the APG institutional private placement capital
raising of net $53 million completed in August 2005 (an
additional 42.46 million APG securitias were issued);

- advancement of net funds to / from) Abacus associatad
funds management vehicles shead of retail equity capital
raising (539 million} and repayment of bank delbt (330 million);

-~ acguisition by APG of two additional investment
proparties {$8 million);

- net mortgage investment loans written (55 million);

~impact of adopting AIFRS 139 fair value of intarast rate
swaps instruments. Increased borowings and reduced
retained sarnings at 30 June 2005 by §5 million.

s ADIF:

- direct acquisition by ADIF of an investment property
{$% million) and acquisition by a 75% owned subsidiary of
four investment properties ($17 million);

-~ raising of external debt funding for property acquisitions
{($12 million)

-~ raising of intarnal delbst funding from APG to assist in
financing property acouisitions, net of repaymerss {$6 million)

—completion of the sales of 2 joint verture asset (Spotlight
Plaza) and a commercial suite in Caims and receipt of
share of proceeds on sale (52 million);

-~ receipt of proceeds of net repayment of mortgage
investment loans (59 million);

~impact of adopting AIFRS 139 fair value of intarast rate
swap instruments increased borrowings and reduced
retained earnings at 30 June 2005 by §1 million.

(i} Long term deferred tax liability of $0.7 millian has been
recorded in APG under AIFRS, principally recognising, for
the first time, differences in book values and tax values of
invastment properties in AGHL. This defarred tax liability
was praviousty not required to be recognised under
AGAAR and is not expected to be realised or affect the
distribution paid or payable.

(i) Forecast Merger costs amoeunting to $0.6 million have
besn taken directly to issue costs in equity in the pro forma
Batance Sheet on the assurmption that the Merger proceeds,

(v} APG has enterad into a Facility Agreemant to provide
up to $15.5 million in lean funds to ADIF to enable i to
meet its obligations under a construction contract for a
shopping centre in Bundaberg, Queensland over the
naxt 12-18 months.
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5.6 Key Assumptions

The pro forma Income Statements and Balance Sheets for
the year ended 30 June 2005 have been compiled based on
the historical audited Income Staternents and Balance
Sheets for each of APG and ADIF, adjusted for significant
events and transactions since 30 June 2005

The forecast pro forma Incoma Statemants for the year
ending 30 June 2004 have been prepared on the basis of
the assumptions detailed below,

5.6.1 General Assumptions

The principal general assumptions upon which the forecast
financial information for APG, ADIF and the Merged Group
have been prapared are;

¢ Continuation of existing oparating strategy, which is to
achieve growth in retumns to investors through active and
intensive managament of the existing property portfolio
and acquisitions of new properties, growth in the funds
management activities through establishment of new
schemes, and continuing to take advantage of investment
opportunities in joint ventures and other development
activities as they arise.

¢ No acauisitions or disposals of investment properties
{other than acquisitions actually completed since
30 June 2005 and included in the pro forma adjustments
outlined in section 5.5.3 and the continued sales of strata
units at 109 Pitt Street, Sydney) have been incorporated
into the financial forecast information. However, invastors
should be aware that, consistent with the operating
strateqy describad in this Explanatory Memorandum, the
Merged Group actively seeks opportunities to add value
through the acquisition of investment property assets
should those acquisitions be considered to be in the bast
interests of the Merged Group.

¢ No material changes will be announced as regards the
cantant of the currantly issued AIFRS standards and no
new standards or other mandatory reporting requirements
will ba issued that may have a material effect on the
financial results.

¢ No changes in the taxation legislation or current corporate
tax rates that will have a material impact during the
forecast periad,

+ No substantial changes in the existing regulatory
envirorymant in which the Mergad Group will operate.

¢ No substantial changes in the Merged Group's competitive
envirormearit.
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5.6.2 Assumptions for APG and ADIF

The following assumptions have been adopted in preparing
the stand alone APG and ADIF for the year ending
30 June 2006

Net property income

Net property income comprises gross property rental income,
recoveries from tenants and other ancillary income from
investment properties less direct property relatad expenses
and outgoings. Forecast property reatal income is based on
existing leases and, where applicable, forecasts of changes
on review and renewal based on existing lease terms. Factors
taken into account in determining forecast changes include:

* market conditions in the asset classes in which APG and
ADIF operate;

# aconormic conditions, including CP growth rates and
general economic growth rates; and

¢ lease renawals, either to axisting tenants or alternative
tenants at market rates. Where appropriate, allowance is
made for vacancy provisions and incentives.

Froparty expenses and outgoings are forecast on a property
by property basis and allow for both recoverable and non-
recoverable expenses and outgoings. Recoverable expenses
typically incdlude expenses that directly relata to the
operation of the property, such as cleaning, rates and taxes,
light and power, repairs and maintenance, security,
insurance, property management and supervision and other
sundry expenses. Non-recoverable expenses typically
include such items as leasing costs and legal fees.

Net property income is reported after allocating indirect
APG and ADIF overhead expenses incurred. These overhead
expenses are ganerally expectad to increase in line with
asset growth, where expenses are a function of asset values,
and with inflation. The mathod of allocating these overhaads
is consistent with that adopted in historical periads,

Net mortgage investment income

Net mortgage investment income largaly comprises interest
earned on property-related mortgages less certain direct
expenses incurred in relation to the loan portfolic and, in
respect of ADIF where applicable, performance fees payable
upon meating certain benchmark returns,

Forecast interest incorme is based on mortgage investment
loans existing as at 30 June 2005 and their respective terms
and interest rates, adjusted for pro forma net repayments

of mortgage loans since 30 June 2005 as outlined in saction
5.5.3. Where mortgages have been repaid since

30 June 2005 or are due to expire during the forecast
financial year, no reinvastment of procesds of net repayment
have been assumed in the forecast financial information.



Nat mortgage investment incorma is reported after
allocating indirect APG and ADIF overhead expenses
incurred. These overhead expenses are genarally expected
to increase in line with asset growth, where expeanses are a
funciion of asset values, and with inflation. The methaed of
allocating these overheads is consistent with that adopted in
historical periods.

Net funds management income

MNat funds management income typically comprises property
management fees, funds managament feas, performance
fees, consulting fees and income, acquisition and due
diligence fees, capital raising feas and other ancillary income.

The forecasts only include income that is considered to have
a relatively high degree of certainty as to its derivation.

APG charges a property management fee to each property it

manages. Management fees are typically based on the
underlying property rantal income ganerated from the
property. Foracast property management fees are consistent
with current property service agreements and forecast rantal
income for each property.

APG charges a management Tee as responsible entity for the
AT and management fee in respect of AGPL, based on
gross asset value, Forecast management fees ara consistant
with the constitution of AIT and management agreement in
respect of AGPL and foracast gross asset values.

APG may earn performance feas from ADIF in respect of out
perormance against a benchmark return in relation to
ADIFS martgage investment portfolio and from ADIF and
other managed investment schemes in raspect of out
performance against a benchmark return on property
disposals, Performance fees in relation to ADIF mortgage
investment porifolio have been assumed based on current
interest rate levels and expected fund performance for the
period, No performance fee has been assumed in relation to
property disposals in the forecast financial information.

APG may charge capital raising fees in relation to capital
raised from the public for managed invastment schames
where Abacus acts as responsible entity, Forecast capital
raising feas are based on forecast capital to be raised in
respect of a number of managed investment schemes and
the constitutions of such schemes. No capital raising fees
are forecast in respect of ADIF as it closed to new capital on
17 Decamber 2004

APG may charge acquisition fees in relation to investmant
properties acquired by entities for which Abacus acts as
responsible entity. Acquisition fees are forecast based on an
assumed lavel of investrnent property acquisitions in respect
of ADIF and other managed investment schemes at rates
consistent with thelr respective constitutions,

APG may earn consulting fees and other such income from
arranging and, in some cases, underwriting various products
and transactions eg. renounceable sales contracts. The
forecast includes a level of assumed consulting income,
based on both transactions currently in place and a level of
assumed deal flow which is consistent with historical levels.

MNet funds management income is reported after allocating
indirect APG overhead expenses incurred. Thase ovarhead
expenses are generally expected to increase in line with
asset growth, where expenseas are a function of asset values,
and with inflation. The meathod of allocating these overheads
is consistent with that adopted in historical periods.

Net development and investment income

Net development and invastment incorme typically includes
a share of equity accounted joint venture profits and change
in net market value of certain investments. Forecast nat
developmant and investment income is based on
transactions completed to date and profits assumed for
developrments that have a relatively high probability of
realisation in relation to equity accounted joint venture
profits and current market values of investments accounted
for at net market value,

Met development and invaestment incame is reported after
allocating indirect APG and ADIF overhead expenses
incurred. These overhead expanses are generally expected
to increase in line with asset growth, where expeanses are a
function of asset values, and with inflation. The method of
allocating these overheads is consistent with that adopted in
historical periods.

Net financing costs

Net financing costs reprasent the net borrowing costs at

market interest rates plus borrowing margins and fees, for

both APG and ADIFS interest bearing debt portielio. Net

interest axpense takes into consideration the following factors:

® existing interest bearing debt at 30 June 2005 and the
maturity profile of that debt;

® existing interest rate swap arrangeaments at 30 June 2005,

L]

the impact of pro forma net adjustments on interest
bearing debt portfolic, eg. increases in external debt to
assist in the funding of newly acquired investment
properties and decreases in extarnal debt utilising the
proceeds of racent capital raisings and other available cash
roeserves, as sel out in section 5.5.3;

s forecast capital expenditure for existing and pro forma
adjustad investment properties. The forecast implicitly
assumes the Merged Group will fund required capital
expenditura by utilising available cash reserves or unused
interest bearing debt fadilities;
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¢ the refinancing of existing debt facilities as they mature,
based on existing borrowing margins and line feas. it is
assumed that the existing borrowing margins for both APG
anc ADIF on 2 stand slone basis will remain unchangad
over the forecast period;

* no forecasts Tor movaments in market values of derivatives
as the directors belisve that there is no reasonable basis
on which to make forecasts in relation 1o future interest
rates or general market conditions and that these are
matters outside their control. Accordingly, neither the APG
or ADIF are able to accurately quantify the impact of these
unknown conditions on the forecast financial information.

Amortisation of intangible assets

Armortisation of intangibles, under AGAAF, for APG relates
to amortisation of goodwill and to amortisation of
managemaent rights for ADIR

As noted in section 5.4.4, under AIPRS, goodwiil will no
longer be systematically amortised but rather will be subject
to annual, or more regulan impairment testing. It is assumead
that the carrying value of APG goodwill will not be impaired
and subject to a write down against profit. Managament
rights are subject 1o a fixed term contract and accordingly
will continue to be amortised aver the life of the
management contract,

Changes in fair value of investment properties

No forecasts for future valuations of properties has baen
assumed for the forecast period as the directors believe
there is no reasonable basis on which to make foracasts in
relation to future capitalisation rates, property yields or
general market conditions and that these are matters
autside their control. Accordingly, neither the APG or ADIF
are able to accurately quantify the impact of these unknown
conditions on tha forecast financial information.

Bistributions paid and payable

Distributions paid and payable for APG is based on APG
securities on issue at 30 June 2005, adiusted for additional APG
securities issued in August 2005 after the completion of the
capital raising, at the distribution rates set out in section 5.8,
Distributions paid and payable for ADIF is based on ADIF
securites on issue at 30 June 2005 {ADF was closed to new

capital on 17 Dacember 2004} at the distribution rates set
aut in section 5.8,
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5.6.3 Assumptions for pro forma forecast aggregated
[ncome Statermnents for the Merged Group

The assumptions adopted in preparing the stand alone
forecasts for APG and ADIF as set out in sections 5.6.1 and
5.6.2 have slso been used in preparing the pro forma
forecast aggregated income Statement for the Merged
Group as set out in section 5.4.3. The additional
assumptions relevant to the preparation of the pro forma
forecast aggregated income Statement are set out below.

Merger eliminations

ln preparing the pro forma forecast aggregated Income
Statement for the Merged Group for the year ending

30 June 2006, the inter-entity transactions between the APG
and ADIF have been eliminated, including:

¢ alimination of property management feas and asset
management fees charged by APG to ADIF;

¢ alimination of property acquisition fess and performance
fees chargad by APG to ADIF; and

¢ alimination of interest charged by APG to ADIF on loan
funds advanced by APG;

ln addition, brokerage comemissions payable to financial
advisers in respect of capital raisad for ADIF have been
eliminated as this will no longer be payable.

Net property income

Net property income represants the net income generated
fram both APG and ADIF investrment property portfelios and
is based on the stand alone foracasts for APG and ADIF and
incorporates any applicable sliminations,

Net property income includas an allocation of indirect
Merged Group overhaad expenseas incurred. The method of
allocating these overheads to Merged Group net property
income is consistent with that adopted for the stand slone
forecasts,

Net mortgage investment income

Net rrortgage invastment incoma rapresents the net income
generated from both APG and ADIF mortgage investrment
portfolios and is based on the stand alone forecasts for APG
ard ADIF and incorporates any applicable aliminations.

Net mortgage investment incoma includes an allocation of
indirect Merged Group overhead expenses incurred. The
method of allocating these overheads to Merged Group net
mortgage investrment income is consistent with that adopted
for the stand alone forecasts.



Net funds management income

MNet funds management incorme reprasents the net funds
managamant incomae generated by APG after alimination of
interantity fees charged and is based on the stand alone
forecast for APG and incorporates any applicable
eliminations.

Net funds management income includes an allocation of
indirect Merged Group overhead expenses incurred. The
method of allocating these overheads to Merged Group net
funds management incoma is consistent with that adoptad
for the stand alone APG forecast.

Net development and investment Income

Net development and investment incoma represents the net
development and investment income generated from both
APG and ADIF joint ventures and other investments and is
based on stand alone forecasts for APG and ADIF
incorporating any applicable eliminations.

MNet development and investment income includes an
allocation of indirect Mearged Group overhead expenses
incurred. The method of allocating these overheads to
Merged Group net devalopment and investment income is
consistent with that adopted for the stand alone forecasts.

Net financing costs

MNet financing costs represent the net borrowing costs
referable to both the APG and ADIF interest bearing debit
portfolics and are based on the stand alone forecasts of
APG and ADIF and incorporate any applicable eliminations.
There is no forecast for movemeants in market values of
derivativas for the forecast period as the directors believe
that there is no reasonable basis on which to make forecasts
in relation to future interast rates, or general market
conditions and that these are matters outside their control,
Accordingly, the Group is unable to accurately quantify the
impact of these unknown conditions on the foracast financial
information.

Amortisation of intangible assets

Amartisation of intangibles represents amortisation of
management rights for ADIF and is based on stand slone
forecasts for APG and ADIF. Due to the anticipated growth
of the Group’s funds managament business genaerally, it is
assumed that the carrying value of Merged Group goodwill
will not be impaired and subject to a write down against profit.

Changes in fair value of investment properties

MNe foracasts for future valuations of properties has been
assumed Tor the forecast perod ag the directors believe that
there is no reasonable basis on which to make forecasts in
relation to future capitalisation rates, property yields or
general market conditions and that these are matters
outside their control. Accordingly, the Group is unable to
avcurately quantify the impact of thase unknown conditions
on the foracast financial information.

Tax expense

Tax expense has been forecast on the assumption of no
legistative changes to the current taxation laws. The income
tax expense of the Merged Group relates to the activities of
the Merged Group. Under current income tax legislation,

AT and AT will not be lisble for income tax provided they
distribute their taxable income to APG security-helders and
ADIF security-holders each yaar 1 is assumed that both AT
and AT will distribute sufficient income to ensure neither will
be liable for incorme tax.

Under AIFRS, deferred tax axpense is recognised based on
the differences between tax values and book values in the
forecast period. Given no asset revaluation forecast has
been assumed, no material changa to tax expense is
assumed as a result.
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5.7 Sensitivity Analysis

The forecast pro forma financial results may not be met for a
variety of reasons. A number of risks that could impact the
forecast results of the Merged Group are summarised in
section 4.5,

Set out below is a summary of the sensitivities of certain pro
farma financial information to variations in a number of kay
assurnptions. The sensitivities have been expressed on an
annualised basis, Bach sensitivity reflacts the estimated impact
an forecast earnings and distributions to security-holdars of
the Mergad Group for the year ending 30 Juna 2004,

Care should be taken in interprating these sensitivities. The
changes in key variables set out in the sensitivity analysis are
not intendad to be indicative of the complete range of
variations that may occur

The estimated impact of the changes in each of the
variables has been calculated in isolation from changes in
other variables over the full year. In practice, changes in
variables may offset each other or may be incremental, and
it is possible that the Merged Group would respond to any
adverse change in one variable by taking action to minimise
the net effect on the results of the Merged Group.

The impact of the sensitivities below apply equally to both

favourable and unfavourable movements in assumptions.

The above table iffustrates the impact of a movement in
interest rates on the unhedged portion of the Merged
Group's debt. Any change in interest rates is likely to have
greater impact on future years where the Merged Group's
debit is currently hedged to & lesser extent. Given the
Merged Group's extensive property activities, any
movernent in interest rates may also impact underlying
earnings before interest and asset valuations,
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Sensitivities relating to the operating performance of the
Merged Group as they relate to the underlying net property
income have not been astimated as that income stream is
subject to existing tenancy agreements. In practice, forecast
net property incorme typically reflects growth in relatively
stable income of approximately 2% to 4% per annum based
on lease agreements and whether lease reviews are subject
to inflation, fixed rate or market rate adjustments. The
directors believa that these factors, whilst variable and
subject to change, cannot be meaningfully exprassed in the
comtext of sensitivity analysis,

Sensitivities relating to net mortgage investment income of
the Merged Group have not been estimated as that income
stream is based on existing loan arrangements in place and
should not be subject to material changes over the

forecast pariod.

Sensitivities relating to the property and asset managament
fee component of the funds management income of the
Merged Group have not been estimated as these income
streams are based on existing gross property rentals and
asset values and should not be subject to material changes
aver the forecast period.

lnvestors should be aware that AIPRS requires that changes
in the fair value of underlying investment properties and
changes in the fair value of derivatives and other treasury
arrangements, where such arrangemaents do not qualify for
hedge accounting, be taken to the Income Statemant, This
may introduce considerable volatlity in the future reported
earnings of the Merged Group. Thase items will be taken
into consideration in determining distributions payable

to investors.

5.7.1 Future capital raising

ln addition, APG may undertake capital raisings to assist in
the funding of investment property acquisition and other
investrment opportunities that may arise in the ordinary
course of its business activities,

The table below sets out a comparison of certain financial
cutcomas assuming APG undertock a capital raising of
approximately $90 million. Under the ASX listing rules,
APG may ssue up to 15% of the current number of APG
securities in any 12 month peariod without APG security-
holdar approval, plus it may issue further APG securities
under a Security Purchase Plan,

For the purpases of the sensitivity analysis, the additional
capital is assumed to earn at least the pro forma distribution
rates of APG and the Merged Group for the year ending

30 June 2006 and accordingly assumes no net impact on
Earnings per security or Distribution per security.



5.8 Distribution Policy

The Merged Group seeks to provide a relisble and stable and,
if possible, increasing distribution to investors over time.

The Mergad Group will seek to distribute, at a minimum, the
net taxable income of AT and AT and accerdingly, under
current tax arrangements, the trusts should not then be liable
for income tax. in addition, distributions may include other
amourits that the directors determine should be taken into
account, for example certain gains and losses and other items
as considered appropriate.

Invastors in the Marged Group may receive distributions or
dividends from any or each component of the Merged Group,
ie from any or all of AT, AT, AGHL and AGPL. It is intended
that combined distributions will be paid quarterly within two
months of the and of the quarter.

In determining the distributions payable to investors, the
reported after tax profit may alse be adjusted for the impact of
adoption of AIFRS, Under AIFRS, the Income Statement will
now include a number of new iterms that may not be taken into
account for the purposes of determining distributions payable.
Reported nat profit after tax may be sigrificantly impactad by
future changes in the fair value of investment properties and
movernents in interest rates that may impact on the mark to
market of the Mergad Group's financial derivative instruments
and related treasury arrangemants. As such, investors should
e aware that these items may introduce considerable volatility
ir the reported earmings of the Merged Group.

In particular, the following ftems may sigrificantly impact
reparted net profit after tax but are expected, as & genaral
rule, to be adijusted for the purpose of determining the
disiribution payable to investors:

s unreatised changes in the fair value of investment properties
(both increases and decreases) required to be reported in
the Income Statemert;

s unrealised changes in the fair value of derivative financial
instrurments (both increases and decreases) required to be
reported in the Income Statement.

seih

e dehy gasring rstio

5.8.1 Distributions payable for the December 2005
and March 2006 quarters

Distributions payable by APG and ADIF for the quarters
ending 31 December 2005 and 31 March 2006 to investors
who hold APG securities and ADIF securities on the
respective record dates will be paid in early Fabruary 2006
and May 2006 respactively,

APG has announced an increase in the distribution payable to
APG invastors from 1 January 2006 to 3.0 cents per APG
security.

Existing investors in APG and ADIF will receive the following

distributions:

If the Merger proceads, for the purposes of praparing the
pro forma lncome Statement for the year ending 30 June 2006,
the full year distribution is forecast to be 11.80 cents per
Merged Group Stapled Security, ie. 2.90 cents per APG
security in respect of the quarter ended 30 September 2005
and the quarter ending 31 Decermber 2005 and 3.0 cents per
APG security for the guarter ending 371 March 2006 and 3.0
cants per Merged Group Stapled Security for the quarter
ending 30 June 2006.

If the Mergar proceeds, distributions payable to investors in
the Merged Group are forecast to be 12.0 cents per Merged
Group Stapled Security {on an annualised basis).
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5.8.2 Historical and forecast distributions per security

Set out below are certain historical and pro forma forecast distributions per security for APG, ADIF and the Merged Group.

This information enables investors in APG and ADIF to compare the distributions per security they have received historically,

and are forecast to recaive for the year ending 30 June 2006, with their entitlement to pro forma forecast earnings and

distributions following the Merger,

Tha information in the tables below comparas:

¢ annual distributions per APG security and ADIF security Tor the years ended 30 June 2004 and 30 June 2005 expressed as
cents per security;

¢ foracast distributions per APG security and ADIF security for the year ending 30 June 2006 exprassed as cents per sacurity;
arc

¢ pro forma forecast distributions per Merged Group Stapled Security for the year ending 30 June 2006 expressed as cents
per security.

These pro forma forecasts reflect the forecast distributions the holder of ane APG security or ane ADIF security will be
entitled to, based on the Marger being implemented on 31 March 2004 and those holders converting that one APG security
ar ADIF sacurity into Merged Group Stapled Securities. The pro forma forecast distributions are based on the pro forma
aggregated foracast finandal information set out in section 5.4.3 and the undarlying assumptions set out in section 3.4,

sy Tor b paay anding 3iJore 3006 of 1180 sems converied st the Margar Batio of 11 T APG

foecast rellaots pro dorme forsoas) distebaition s APG &

i
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5.9 Gearing and interest rate management
5.9.1 Gearing

Based on the Merged Group's pro forma Balance Sheat as at 30 June 2005 {section 5.5.2), the gearing of the Merged Group,
calculated as a percentage of net debt to total assets, is estimated to be 30.5% following the completion of the Merger.

It is currently intended that long term gearing of the Merged Group be maintained within the range of 25% to 35%. However,
the Merged Group is prepared to exceed this level should suitable acquisition or funding opportunities arise provided the
Merged Group can raturmn to its desired gearing range within a relatively short time frame.

The maturity profiles of APG, ADIF and the Mergad Group financing facilities as at 30 June 2005 (withaut pro forma

adjustments which have no impact on the maturity profile of the facilities) were as follows:

It is anticipated that the Merged Group'’s short term (due within one year} debt will be refinanced, in the ordinary course of
business, through longer term borrowings within the first 12 months after the Merger,

The Merged Group expects that its future debt refinancing reguirements can be satisfied through existing and new bank
facilities. However, the Merged Group may satisfy future refinancing requirements through capital market issuances. The mix
of bank and capital market fadlities will ba determined by management taking into account market conditions at the time of
refinancing.

5.9.2 Interest rate management

APG and ADIF have exposures to intarast rate fluctuations from borrowings. To manage these interast rate exposures, both
APG and ADIF have entered into interest rate swap arrangements to hedge a portion of their underlying interest rate
exposures against fluctuations in floating interest rates.

Detailed below is a target fixed rate hedging prefile of the Merged Group going forward:

At 30 June 2008, the pro forma Merged Group portfolic had:

» {ixad 79% of its total debt facilities interest rate exposures at a weighted average fixed interest rate of 7.07%,
# a welghted average portiolio loan expiry maturity of 2.1 years;
® a welghted average portiolio interast rate of 6.92%; and

® a weighted average fixed rate axpiry profile of 5.2 years,
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7 Becember 2005

The Directors

Abacus Group Holdings Limited

and

Abacus Funds Management Limited

(as responsible entily for the Abacus Trust)

and

The Directors

Abacus Group Projects Limited

and

Abacus Funds Management Limited

{as responsible entily for the Abacus Income Trust)

Level 34 Australia Square
264278 George Street
SYDNEY NSW 2000

Dear Sirs

INDEPENDENT ACCOUNTANT'S REPORT ON PROSPECTIVE FINANCIAL INFORMATION
AND PRO FORMA BALANCE SHEET

PROPOSAL TO MERGE ABACUS PROPERTY GROUP AND
ABACUS DIVERSIFIED INCOME FUND

Introduction

You have requaested PKF Corporate Advisers Piy Limited (“PKFCA”™) to provide a report for inclusion in
an Explanatory Memorandum which deals with a proposal (“Proposal”) that security holders vote to
approve the merger of!

. Abacus Property Group ("APG") (composed of the securities of Abacus Group Holdings Limited
{(“AGHL") stapled to the securities of the Abacus Trust ("AT™); and
. Abacus Diversified Income Fund (“ADIF”), {composed of the securities of Abacus Group

Proiects Limited ("AGPL”) stapled lo the securities of the Abacus income Trust (“AIT™)).

Level 10, 1 Margaret Strest | Sydney | New South Wales 2000 | Australia
DX 10173 | Sydney Stock Exchange | New South Wales
Tel: 61 2 9251 4100 | Fax: 61 2 0240 9821 | www.pki.com.au
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The effect of the Proposal will be that the securily holders of APG and ADIF will hold “Expanded Stapled
Securities’, with each such securily comprising of:

. one AGHL share;

. one AT unit;

. one restructured AlT unit; and
. one restruciured AGPL share.

it is proposed that the above securities will be quoted and traded together as a stapled security on the
Australian Stock Exchange under the name of Abacus Property Group {*"Merged Group™).

We have prepared this Independent Accountants Report ("Report”™) on the following financial information
as set out in Seclion & of a draft of the Explanatory Memorandum dated 7 December 2008
{“Explanatory Memorandum™} provided to us.

We understand that the directors of AGH, AGPL and AFM (as responsible entity for each of the AT and
the AT} (*Directors”™} have included in the draft Explanatory Memorandum certain pro forma forecast
financial information for AGH, ADIF and the Merged Group for the year ending 30 June 2006 and a
pro forma balance sheet of the Merged Group as at 30 June 2005. Further details of this information are
set out below.

Pro forma Balance Sheet

The Directors have included in the Explanatory Memorandum a pro forma balance sheet comprising the
pro forma consolidation of audited historical financial information of APG and ADIF as at 30 June 2005,
with certain adjusiments for selecled transactions occurring after that date and to show the effects of
cerfain proposed transactions associaled with the Proposal, as set out in Section 5 of the
Explanatory Memorandum (“Pro forma Balance Sheet”). The basis on which the Pro forma
Balance Sheet has heen prepared is set out in Section 5 of the Explanatory Memorandum.

We note that the Directors Pro forma Balance Sheet as set out in Seclion 5 of the
Explanatory Memorandum is based on the following:

* the audited balance sheets as at 30 June 2005 of each of the entities composing APG and ADIF;
. the audiled balance sheet as at 30 June 2005 of each of APG {(as a consolidated entity);
» unaudited adiustments to effect the pro forma consolidation as at 30 June 2005 of the entities

composing APG and ADIF to form the Merged Group and unaudited adjusimenis reflecting
selected events oceurring after 30 June 2005 and the effects of certain proposed transactions
associated with the Proposal, as set ouf in Section 5 of the Explanatory Memorandum, assuming
that the Merged Group was formed, and Expanded Stapled Securities were on issue, with effect
from 1 July 2005 (“Pro Forma Adjustments™).

The Pro forma Balance Sheet is presented in accordance with Ausiralian Accounting Standards
applicable 1o financial reporting periods commencing on 1 July 2005 (“AIFR3"}.

The Pro forma Balance Sheet has been presented to iHustrate the potential impact of the Proposal.
However, it does not purport to present the results that would have occurred had the Merged Group
operated on a stapled basis during the vear ended 30 June 2005, or earlier periods.

The Pro forma Balance Sheet has been adjusied 1o reflect the impact of certain effects of the Proposal
including:

. adjustments for the exclusion of inter-entity revenues, charges and dividends/distributions;

. adjustments for the effects of one-off changes in accounting policy;

» the elimination of inter-entity assets, liabilities and equity balances; and

. the inclusion of estimated labilities for fransaction costs incurred in relation to the Proposal.
Abacus — Raview of Forecasts and Pro forma Balance Shest 2
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No adjustments have been made 1o include any expense (including income 1ax) savings that potentially
may arise under the proposed new struciure, {apart from management fees payable by ADIF 1o AFM).

The Pro forma Balance Sheet is presented in an abbreviated form and does not include all of the
disclosures required by Australian Accounting Standards applicable to annual financial reports prepared
in accordance with the Corporations Act.

The Directors are solely responsible for the preparation and presentation of the Pro forma Balance Sheet,
including the selection of the relevant Pro Forma Adiustments incorporated in the Pro forma
Balance Sheet.

Prospective Financial Information

The Directors have also included in Section 5 of the Explanatory Memorandum certain pro forma
prospective financial information, comprising the Directors’ pro forma forecast Income Statemenis and
distributions for the year ending 30 June 2006 for the following:

. ADIF as a stand alone entity;
. APG as a stand alone entity; and
. the Merged Group-—representing the pro forma consclidation of ADIF and APG, assuming that

they are a Merged Group and the Expanded Stapled Securities are on issue for the whole of the
year ending 30 June 2006.

The above are referred {0 as the ‘Forecasts’

The Forecasts have been prepared on the basis thal the proposed Merged Group is effective from
1July 2005.  The Forecasis are presented in accordance with Australian Accounting Standards
applicable to financial reporting periods commencing on 1t July 2005 (AIFRS).

The basis on which the Forecasis have been prepared is set out in Section 5 of the
Explanatory Memorandum.

The Forecasts have been adiusted to reflect the impact of ceriain effects of the Proposal including:

. in relation to the Merged Group, the exclusion of inter-entity revenues, charges and
dividends/distributions,

. adiustments to the results for the effects of one-off changes in accounting policy;

. in relation fo the Merged Group, the elimination of inter-entity assets, liabiliies and equity

balances; and
. the inclusion of estimated Habilities for transaction costs incurred in relation to the Proposal.

No adjustments have been made 1o include any expense (including income {ax) savings that potentially
may arise under the proposed new struciure, {apart from management fees payable by ADIF 1o AFM).

There is a considerable degree of subjective judgement involved in the preparation of prospective
financial information and the achievement of the Forecasts is subject to the achievement of cerfain
economic, operating, developmental and trading assumptions about fiure events and actions that have
not yet occurred and may not necessarily occur. Consequently, the actual results of ADIF and APG and
the Merged Group may vary from the Forecasts and the variation may be malerially positive or negative.
Accordingly, investors should have regard to the Risk Factors set out in Section 4 of the
Explanatory Memorandum  and  the Sensflivily Analysis set out in Seclion 5 of the
Explanatory Memorandum.

Abacus — Review of Forecasts and Pro forma Balancs Sheat 3
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The Forecasts have been presented 1o llustrate the potential impact of the proposead new structure for the
Merged Group and the achievement of certain operaling, developmental and frading assumptions about
futre events and actions that have not yei occurred and may not necessarily occur. The Forecasts do
not purport 1o present the resulls that would have occurred had the Merged Group operated during the
year ending 30 June 2006 and will not represent the results of the Merged Group for that year as it is
expected thal the Merged Group will only commence to operate after 31 March 2008, if the Proposal is
implemented.

The Forecasts are presented in an abbreviated form and do not include all of the disclosures required by
Australian Accounting Standards applicable to annual financial reports prepared in accordance with the
Corporations Act.

The Directors are solely responsible for the preparation and presentation of the Forecasts, including the
best-estimate assumplions underlying the Forecasts, which include the pro forma transactions on which
the Forecasts are based.

The Pro forma Balance Sheet and Forecasts have been prepared for inclusion in the Explanatory
Memorandum. PKFCA disclaims any assumption of responsibility for any reliance on this Report or on
the Pro forma Balance Sheet andfor Forecasts to which it relates for any purposes other than that for
which if was prepared. This Report should be read in conjunction with the Explanatory Memorandum.

This Report relates only 1o the Pro forma Balance Sheet and the Forecasts and does not exiend 1o any
other financial information included in the Explanatory Memorandum.

Scope of Review

Pro forma Balance Sheet

PKFCA has conducted a review of the Pro forma Balance Sheet included in Section 5 of the
Explanatory Memorandum in order 1o state whether, on the basis of the procedures described, anything
has come 1o our attention that would indicate that the Pro forma Balance Sheet is not presented fairly in
accordance with the recognition and measurement reguirements {but not all of the disclosure
requirements) of applicable Accounting Standards in Australia and the Pro Forma Adjustments and
accounting policies adopted by ADIF and APG as referred io in Section 5 of the Explanatory
Memorandum.

PKFCAs review has been conducted in accordance with Australian Auditing Standard AUS 902, ‘Review
of Financial Reporid” Our procedures included such inguiries and procedures as we, in our professional
judgement, considered reasonable in the circumstances and consisted primarily of:

. enguiry of Directors and management;

. review of the relevant documents and audited historical information of the underlying individual
entities; and

. a review of the reasonableness of the Pro Forma Adiustments as a basis for compiling the

Pro forma Balance Sheet.

PKFCAs review of the Pro forma Balance Sheet is substantially less in scope than an audit examination
conducted in accordance with Australian Auditing and Assurance Siandards. A review of this natire
provides less assurance than an audit. We have not performed an audit and we do not express an audit
opinion on the Pro forma Balance Sheet included in the Explanatory Memorandum.

Forecasts

PKFCA has conducted a review of the Forecasis included in Sectlion 5 of the Explanatory Memorandum
and the best-estimate assumptions underlying the Forecasis.

Abacus — Raview of Forecasts and Pro forma Balance Shest 4
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PKFCAs review has been conducted in accordance with Australian Auditing Standard AUS 802, ‘Review
of Financial Reportd. Qur procedures consisted primarily of enguiry and comparison and such other
analytical review procedures we, in our professional judgement, considered reasonable in the circumstances.
These procedures inciuded discussion with the management of APG and ADIF and with certain of the
Direclors and have been underiaken in order 1o report as to whether anything has come {o our atlention
that causes us to believe thal:

. the best-estimate assumptions, when taken as a whole, do not provide reasonable grounds for
the preparation of the Forecasts;

. in all material respects, the Forecasts are not properly compiled on the bagis of the best-estimate
assumptions or presented faitly in accordance with the recognition and measurement
requirements {but not all of the disclosure requirements) of applicable Accounting Standards and
other mandatory professional reporting requiremenis in Australia, and the accounting policies
adopted by ADIF and APG as referred (o in Section 5 of the Explanatory Memorandum; and

. the Forecasts themselves are urnreasonable.

PRFCAs review of the Forecasts and the best-estimate assumptions underlying the Forecasis is
substantially less in scope than an audit examination conducted in accordance with Australian Auditing
and Assurance Standards. A review of this nature provides less assurance than an audit. We have not
performed an audit and we do not express an audit opinion on the Forecasts included in the Explanatory
Memorandum.

Statements and Opinions

Pro forma Balance Sheef

Based on PKFCA’s review, which is not an audit, of the Pro forma Balance Sheet set out in Section 5 of
the Explanatory Memorandum, nothing has come to PRFCA' altention which causes i o believe that the
Pro forma Balance Sheet is not presented fakly in accordance with the recognition and measurement
requirements (bul not all of the disclosure requirements) of applicable Accounting Standards in Australia
and the Pro Forma Adjustments and accounting policies adopled by ADIF and APG as referred fo in
Section 5 of the Explanatory Memorandum.

Review of Forecasts

Based on PKFCAs review, which is not an audi, of the Forecasis set out in Section § of the
Explanatory Memaorandum, nothing has come to PKFCAs attention which causes it to believe that:

. the best-estimate assumptions set out in Section 5 of the Explanatory Memorandum, when taken
as a whole, do not provide reasconable grounds for the preparation of the Forecasts;

. in all material respects, the Forecasts set out in section 5 of the Explanatory Memorandum are
not properly compiled on the basis of the best-estimate assumptions or presenied fairly in
accordance with the recognition and measurement requirements (bul not all of the disclosure
requirements) of applicable Accounting Standards and other mandalory professional reporting
requirements in Australia, and the accounting policies adopted by ADIF and APG as referred to in
Section 5 of the Explanatory Memorandum; and

. the Forecasts themselves are unreasonable.

The underlying assumptions are sublect to significant unceriainties and contingencies, offen outside the
control of the Directors. If events do not occur as assumed, actual results achieved by ADIF, APG andfor
the Merged Group may vary significantly from the Forecasts. Accordingly, PRFCA does not confirm or
guaraniee the achievement of the Forecasts, as future events, by their very nature, are not capable of
independent substantiation.

[#3]
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Subsequent Events

Apart from the matters dealt with in this Report and elsewhere in the Explanatory Memorandum, and
having regard to the scope of our Report, o the best of our knowledge and belief no material fransactions
or events oulside of the ordinary business of APG and ADIF have come to our aftention that would
require comment on, or adjustment {o, the information referred to in our Report or that would cause such
information lo be misleading or deceplive.

independence

PKFCA is a member of the PKF accounting practice. PKFCA does not have any interest in the cutcome
of the Proposal other than in connection with the preparation of this Report and an independent experis
report set out in the Explanatory Memorandum, for each of which professional fees will be received.

The parties and the Directors have agreed to indemnify and hold harmiess PKF, PKFCA, its directors and
staff from any claims arising out of misstatement or omigsion in any material or information provided to
PKFCA by APG and ADIF and the Direclors.

PKFCA has consented to the inclusion of this Report in the Explanatory Memorandum in the form and
context in which it is included. At the date of this Report, this consent has not been withdrawn.

General Advice Limitation

This Report has been prepared and included in the Explanatory Memorandum 1o provide investors with
general information only and does not take into account the objectives, financial situation or needs of any
specific investor. 1tis not intended to take the place of professional advice and investors should not make
specific investment decisions in refiance on the information contained in this Report. Before acting or
relying on any information, an investor should consider whether it is appropriate for their circumstances
having regard o their objectives, financial situation or needs.

PKFCA holds an Australian Financial Services Licence. As a holder of an Australian Financial Services
Licence we are required 1o provide a Financial Services Guide in situations where we may be taken as
providing financial product advice 1o retail clients. A copy of the PKFCA Financial Services Guide is set
out in the Appendix to this Report.

~ .

Yours faithtully

Vince Fayad
Director

Abacus — Review of Forecasts and Pro forma Balancs Sheat &
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This Financial Services Guide is issued in relation to an independent accountants report {(“Report™) on a
certain Pro forma Balance Sheet as at 30 June 2005 and certain Forecasts included in an a draft of the
Explanatory Memorandum dated 7 December 2005 (“Explanatory Memorandum™), the final form of
which will be issued in relation to a proposal that Abacus Property Group {APG) and Abacus Diversified
Income Fund (“ADIF"} merge (“Proposal”) o form an expanded Abacus Property Group (the
“Merged Group”). The Report has been prepared by PKF Corporate Advisers Piy Limited at the request
of the directors {“Directors™) of each of Abacus Group Holdings Limited ("AGHL"), Abacus Group
Projects Limited ("AGPL"} and Abacus Funds Management Limited (“AFM™)} as the Responsible Entity
for each of Abacus income Trust ("AIT”} and Abacus Trust ("AT7}). The Report is to accompany the
notices of meeting and Explanatory Memorandum 1o be issued in respect of the Proposal.

APPENDIX 1: FINANCIAL SERVICES GUIDE

PKF Corporate Advisers Pty Limited

PKF Corporate Advisers Pty Limited (ABN 70 050 038 170) ("PKFCA"} has been engaged by the
Directors to prepare an independent accountants report for inclusion in the Explanatory Memorandum,

PKFCA holds an Australian Financial Services Licence - Licence No: 247420.

Financial Services Guide

As a resull of our Report being provided to you we are required 1o issue o you, as a refall client, a
Financiat Services Guide (“F8G™). The FSG includes information on the use of general financial product
advice and is issued 50 as o comply with our obligations as holder of an Australian Financial Services
Licence.

Financial services we are licensed 1o provide

We hold an Australian Financial Services Licence which authorises us o provide reports for the purposes
of acting for and on behalf of clients in relation to proposed or actual mergers, acquisitions, takeovers,
corporate restructures or share issues, to carry on a financial services business to provide general
financial product advice for securities and ceriain derivatives (limiled o old law securities, options
contracts and warrants) to retail and wholesale clients.

We provide financial product advice by virtue of an engagement o issue a report in connection with the
Proposal {6 acquire securities of another person.

Our Report includes a description of the circumstances of our engagement and identifies the party who
has engaged us. You have not engaged us directly but will be provided with a copy of our Report {as a
retail client) because of your connection with the matters on which our Report has been issued.

Our Report is provided on our own behalf as an Australian Financial Services Licensee authorised to
provide the financial product advice contained in the Report.

General Financial Product Advice

Qur Report provides general financial product advice only, and does not provide personal financial
product advice, because it has been prepared without faking info account your particutar personal
circumstances or objectives (either financial or otherwise), your financial posttion or your needs.

Some individuals may place a different emphasis on various aspects of potential investments.

An individuals decision in relation 1o the Proposal described in the Explanatory Memorandum may be
influenced by their particular circumstances and, therefore, individuals should seek independent advice.

Abacus — Raview of Forecasts and Pro forma Balance Shest 7
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Benefits that we may receive

We have charged fees for providing our Reporl. The basis on which our fees are determined has been
agreed with, and will be paid by, the perscn who engaged us o provide the Report. Our fees have been
agreed on g fixed fee basis.

Remuneration or other benefits received by our employees

All our employeas receive a salary. Employees may be eligible for bonuses based on overall productivity
and contribution to the operation of PKFCA or related eniities but any bonuses are not directly connected
with any assignment and in particular are not directly related to the engagement for which our Report was
provided.

Referrals

We do not pay commissions or provide any other benefils 1o any parties or person for referring customers
to us in gonnection with the reports that we are licensed {o provide.

Associations and relationships

PKFCA is the licensed corporale advisory arm of PKF New South Wales, Chartered Accountants and
Business Advisers. The directors of PKFCA may also be pariners in PKF New Scuth Wales,
Chartered Accounianis and Business Advisers.

PKF New South Wales, Chartered Accountants and Business Advisers is comprised of a number of
relaled entities thal provide audil, accounting, tax and financial advisory services 1o a wide range of
clienis.

PKFCASs contact details are as set out on our letterhead.

Complaints resolution

As the holder of an Australian Financial Services Licence, we are required 1o have a system for handiing
complaints from persons to whom we provide financial product advice. All complaints must be in writing,
addressed {o The Complaints Officer, PKF Corporate Advisers Pty Limited, Level 10, 1 Margaret Street,
Sydney NSW 2000.

On receipt of a wrilten complaint we will record the complaint, acknowledge receipt of the complaint and
seek {0 resolve the complaint as soon as practical.

i we cannot reach a satisfactory resolution, you can raise your concerns with the Financial Industry
Complainis Service (“FICS™). FICS is an independent body established 1o provide advice and assistance
in helping resolve complainis relating to the financial services industry. PKFCA is a member of FICS.
FICS may be coniacted directly via the details set out below.

Financial Industry Complaints Service Limited
PO Box 579

Collins Street West

Metbourne VIC 8007

Tollfree: 1300780808

Facsimile: (03) 9621 2291

Email: www.fics@fics.asn.au

Abacus — Review of Forecasts and Pro forma Balancs Sheat g
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PKF Corporate Advisers Pty Limited PK
Australian Financial Services Licence 247420 3
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7 December 2005

The Birectors

Abacus Group Holdings Limited

and

Abacus Funds Management Limited

{as responsible entity for the Abacus Trust)

and

The Directors

Abacus Group Projects Limited

and

Abacus Funds Management Limited

{as responsible entity for the Abacus Income Trust)

Level 34 Australia Square
264 - 278 George Street
SYDNEY NSW 2000

Dear Sirs

INDEPENDENT EXPERT'S REPORT ~ PROPOSED MERGER OF
ABACUS PROPERTY GROUP WITH ABACUS DIVERSIFIED INCOME FUND

Introduction

This report deals with the proposed merger ("Proposed Merger™) of each of:

* Abacus Trust ("AT") and Abacus Group Holdings Lim#ted ("AGHL"), otherwise known as
Abacus Property Group (“"APG"); and
* Abacus income Trust ("AIT"} and Abacus Group Projects Limited {("AGPL"), otherwise known as

Abacus Diversified Income Fund ("ADIF”).

Implementing the Proposed Merger will resull in an expanded Abacus Properly Group
(“Merged Group”). Following completion of the Proposed Merger, ownership of the Merged Group will
be held as to 83% by the former stapled Security Hoiders of APG and as o 17% by the former stapled
Security Holders of ADIF. The aliocation of stapled securities in the Merged Group will be by way of a
ratio known as the (“"Merger Ratio™) {refer section 1.2 below}. Prospeciive stapled security holders in the
Merged Group are referred (o herein as “Security Holders”, existing stapled security holders in APG are
known as “APG Security Holders™ and existing siapled security holders in ADIF are known as
“ADIF Security Holders™.

tevel 10, 1 Margaret Street | Sydney | New South Wales 2000 | Australia
OX 1073 | Sydney Stock Exchangs | New South Wales
Tel: 61 29251 4100 | Fax: 61 2 9240 9821 | www.pki.com.ay
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Set out below is a diagrammatic ilustration of the effects of the Proposed Merger:

Figure 1: Effects of the Proposed Merger
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Purpose and Scope

PKF Corporate Advisors Pty Limited {"PKFCA™) has been informed that:

. the Corporations Act 2001 (Cth) (“Act”) does not reguire an independent expert’s report (“IER™)
to be provided to the Security Holders;

» however, the provision of an IER has been requested by the directors of AGHL, AGPL and
Abacus Funds Management Limited (“AFM”} (as responsible entity for each of AT and AIT)
{“Directors™) in fulfilling their duties as directors of AFM, AGHL and AGPL and ensuring that the
Security Holders are given the necessary information to enable them o make informed decisions
in relation 1o the Proposed Merger; and

. the independent expert is required 1o consider whether, in the experl's opinion, the
Proposed Merger is “in the best inferesis” of the Security Holders:

- of APG as a whole; and separately
- of ADIF as a whole,

and state the reasons for reaching those opinions.

Purpose

PKFCA has been appointed by the Directors to prepare this report 1o satisfy the requirements for an IER
as described above. in this regard, the interests of the Security Holders of each of APG and ADIF have
been considered from their respective points of view.

This report is intended to accompany the explanatory memorandum to be provided by the Direclors 1o the
Security Holders entitled to vote on the Proposed Merger {(“Explanatory Memorandum™).

This report has been prepared o assist Directors in making thelr recommendation 1o the Security Holders
and to assist the Security Holders in their considerafions of whether or not fo approve ihe
Proposed Merger.

This report should not be used for any other purpose and we do not accept any responsibility for its use
outside ihis purpose. Except in accordance with the stated purpose, no exiract, quote or copy of our
report, in whole or in part, should be reproduced without our written consent, as o the form and context in
which it may appear.

Apacus Property Group & Abacus Diversified Income Fund — Independent Expert’s Heport 2
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Scope

Except as setl out in the paragraph below, the scope of the procedures PKFCA has underiaken in
preparing ihis report does nol include verification work nor constitute an audit in accordance with
Australian Auditing Standards (“AUS™).

However, PKFCA has been separalely engaged to undertake a review in accordance with AUS 902
applicable to review engagements, of the Directors’ pro forma forecasts for the financial year ending
30 June 2006 (“FY2006") of each of APGand ADIF (and their constituent entities} and the
Merged Group {and its constiluent entities) (“Forecasts™) and the pro forma balance sheet of the
Merged Group as al 30 June 2005 (with adjustments for certain events cgcurring subsequently 1o that
date} {“Pro forma Balance Sheet”). The reporis on the review of the Forecasis and the Pro forma
Balance Sheet also accompany the Explanatory Memorandum.

Basis of assessment

The Act does not define the expression “in the best interests”. However, guidance is provided by the
Policy Statements (“P8”} and Practice Notes ("PN”) adopted by the Austrafian Securities and
Investments Commission {"ASIC™), which establish certain guidelines in respect of IERs required under
the Act. In particular, PKFCA has considered:

. PS 75 “Independent Expert Reporis to Shareholders”; and
. PS 74 “Acquisitions Agreed 1o by Shareholders”.

For the reasons outlined in paragraph 2.5 below, PKFCA has adopted the guidance set outin PS 74 that
deals with acquisitions by a third parly of a substantial interest in/control of a company in which the
Security Holders not associated with the offeror ("Non-associaied Security Holders™) hold securities,
but where their securities will not themselves be acquired.

in PKFCA’s opinion, PS 74 treats the term "fair and reascnable” as a single concept - what is falr and
reasonable for Non-associated Security Holders should be judged in terms of all the circumstances of a
proposal. The analysis must compare the likely advantages and disadvaniages for the Non-associated
Security Holders if a proposal is agreed to, with the likely advantages and disadvaniages fo those
Security Holders if the proposal does not proceed and consider whether a premium for control is
applicable. Comparing the value of the securities to be acquired under a proposal and the value of the
consideration 1o be paid for them is only one element of this assessment. For the purposes of this report,
we have proceeded on the basis that if the Proposed Merger is “fair and reasonable” to Security Holders,
then it would also be “in the best interests” of the relevant Security Holders.

in undertaking the above assessment, PKFCA has considered the following matters in particular:

. an assessment of whether the proportion of the Merged Group respectively collectively received
by each of the ADIF and APG groups of Security Holders is equitable, based on their relative
contributions to the equity of the Merged Group;

J the likely impact of the Proposed Merger on each group of Securily Holders in regard to the
following matters, as compared o their likely respective positions if the Proposed Merger does
not proceed:

- eamings, distributions and asset backing;
- gearing; and
- taxation positions;

. the likely impact of market factors {such as price and liquidity} of the securilies in the
Merged Group, as compared to the conditions currently respectively experienced by APG and
ADIF Security Holders;

. the existing legal structures, and management and control, of APG and ADHF and the effecis of
the Proposed Merger upon the same;

. the likelihood of alternative iransactions that could realise better value, for either group of
Security Holders;
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* any other advaniages and benefils and costs, disadvantages and risks arising from ihe
Proposed Merger; and

* the implications for APG and ADIF Security Holders of rejecting the Proposed Merger.

If the Proposed Merger is implementad, all the ADIF Security Holders will give up their collective controd
of ADIF 1o acquire a collective interest of 17% in the Merged Group, without relinguishing their existing
securities. On the other hand. all the APG Security Holders will exchange their collective control of APG
in return for the coilective control of the Merged Group. In consideration of these circumsiances, we have
assessed the collective position of ADIF Securily Holders by comparing the collective assessed value of
their ADIF securities determined on a control basis with the collective assessed value of the
Merged Group securilies they will receive {determined on a minorily interest basis).

As all the APG Security Holders will obiain collective control of the Merged Group, it would be consistent
with the approach adopted in respect of ADIF Security Holders 1o assess the position of
APG Security Holders on the basis of comparing the collective assessed value of their securities in
APG and the Merged Group, each assessed on a control basis. However, given that a change in contro
of APG/the Merged Group will not occur, we believe that it is more appropriate lo have regard to the
circumstances of individual APG Security Holders and have decided to asses their position by comparing
the collective assessed value of their APG securities determined on a minorily interest basis with the
collective assessed value of the Merged Group securities they will receive, also delermined on a minority
interest basis.

The above approach resulls in the assessment of a control premium in respect of ADIF securities, but not
in respect of APG and Merged Group securities.

Conclusion

in PKFCA’s opinion, for the reasons set out in this report, the Proposed Merger is in the best
interests of each of APG’s and ADIF's Security Holders, in each case assessed as separate
groups of investors.

In forming the above opinion, PKFCA has taken into consideration the following:

* Merger Ratio: in PKFCA’s opinion, the proposed Merger Ratio represents a fair balance between
the APG and the ADIF Security Holders, each as a group of investors, having regard to their
respective agsessed contributions of value to the Merged Group.

We have evaluated the Merger Ratlio by assessing whether the value of the Merged Group
securities recelved by each group of APG and ADIF Security Holders fairly compensates them for
the value of each group of securities held prior to the Proposed Merger.

in the case of:

- APG Security Holders - this assessment is based on a comparison of the value of one
APG security held before the Proposed Merger (assessed on a minorily interest basis),
with the value of one security in the Merged Group (assessed on a minority inferest
basis} to be acquired pursuant to the Proposed Merger; and

- ADIF Security Holders - this assessment is based on a comparison of the value of all the
ADIF securities held by ADIF Securily Holders (assessed on a control basis), with the
vaiue of all securities in the Merged Group to be acquired by ADIF Security Holders
(assessed on a minority inlerest basis).
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Set out below is a summary of the results of our analysis of values:

Table 1: Value analysis summary

Summary of midpoint values

Assessed values per stapied security
Control value

Minority value

Consideration received per security held before the Proposed Merger | |
ADHE {Note 1)

ARG (Mote 2)

increase / (Decraase)

Oifference

Source: PRFCA analysis

Notes:
1. Minority value of stapled securities received in Marged Group ($1.40 x 78%)
2, Minority value of stapled securities received in Merged Group ($1.40 x 100%;)

We note from the above table that:

ADIF Security Holders

Following the Proposed Merger there is a slight increase in the value of their inferests as compared with
the value of their existing ADIF securities (assessed on a control basis). Accordingly, in our opinion, the
Merger Ratio fully compensates for the value of ADIF securities currently held and the loss of collective
comtrol of ADIF that the ADIF Security Holders currently enjoy.  Further, on the basis of the above
analysis, we pelieve that the ADIF Security Holders as a group are being offered an appropriate premium
for conirol.

APG Security Holders

Following the Proposed Merger there is no change in the value of their interests as compared with
existing APG securities {(assessed on a minority interest basis). Accordingly, in our opinion, the
Merger Ratio fully compensates for the value of APG securities currently heid.

Other advantages for both groups of Securily Holders

J Positive share market benefits: in PKFCA’s opinicn, the Proposed Merger has a number of
potential positive market vaiue imptications for all Security Holders, arising from:

- poientially increased liquidity of securities in the Merged Group;

- possible inclusion of the Merged Group in the Australian Stock Exchange ("ASX") listed
property trust (“LPT”) index and the S&P/ASX300 index; and

- a more appealing size and asse! structure that may attract a takeover offer from other
entities operating in the industry;

. Other potential advantages: in PKFCA's opinion, the Proposed Merger should result in other
major advantages for both groups of Security Holders including:

- an improved platform for further growth of the Merged Group;

- greater asset and income diversification and, conseguently, lower investment risk;
- potentially lower cost of debt and consequently, improvement in earmings; and

- better access 1o equity and debi capital markets.
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The above advaniages, particularly in relation to diversification, can be summarised in the following table:

Table 2: Diversitication summary

Aspect

Property type exposure

Properiy location exposure
Major tenart exposure
Major property exposurs

EBITDA exposurs
{based on Forecast FY2006)'

APG

Commercial
Retai
Industriai
Residential

NSW, ACT and SA

Top 5 tenants contribute
38.5% of total rertal income

Top 5 properties contribute
7% of total rental income
Property investment-50%
Mongage iending- 25%
Funds management and
property investment
parking-19%

Properly development-6%

ADIF

Commarcial
Tourism
FRatail
ndustrial
Rasidential

NSW, VIC, QLD and SA

Top & tenants contribule
over 50% of total rental
ncome

Top & properiies contripute
83% of total rental income
Property invesimeani-819%
Morigage lending-14%
Property development-59:

Merged Group

Commercial
Tourlsm
Hetall
industrial
Residential

NSW, ViC, QLD, ACT and SA

Top 5 tenants contribute 28%
of total rental income

Top 5 properties contribule
45% of total rental income
Property investment-629%
Mortgage lending-22%
Funds management and
property investment banking-
10%

Property development-69%

. Impact on distributions: we have considered the impact of the Proposed Merger on lkely
distributions fo be received. As evidenced in the below table, it is Forecast that (on a pro forma
FY2006 basis}, the Proposed Merger will not have any significant adverse impact upon
distributions for either the APG or ADIF Security Holders:

Table 3: impact on Forecast pro forma distribution - Proposed Merger not being implemented versus
Proposed Merger being implemented

Assuming Proposed Merger impiemented

No {cenis per Change
Proposed Merger  Merged Group
{cents per Security ~ on {cents per
Pro-Forma FY20086 APG or an equtivalent Merged Group

Forecast distributions ADIF security) basis’ security)
ARG 11.80 11.80 - 0.00%
ADHF 9.28 89.20 {0.05) {0.54%)
Note: The above aralysis has been performed on the basis thal the distribution 1o ADIF Security Hoiders prior to

the Froposed Merger is calculated on the basis of one ADIF security and the distribpution o
ADH- Security Holders after the Proposed Merger is caiculated on the number of securities in the
Merged Group (.78} to be received for one security held in ADHF prior 1o the Proposed Merger.

We note thatl the above calculations are based on pro forma FY2006 Forecasts thal include distributions
on securities in the Merged Group of 2.9 cents per security for the quarters ended 30 September 2005
and ending December 2005 and 3.0 cenis per securily for the quarters ending 31 March 2006 and
20 June 2008. On the basis of an annualised distribution of 12 cents {three cents fimes four) per security
in the Merged Group, an ADIF Security Holder would receive an annual distribution of 9.36 cenis
{12 cents times 0.78} per securily, which exceeds the pro forma FY2006 Forecast distribution per ADF
security of 9.25 cents.

As at the date of this report, we are unaware of any likely alternative transagtion currently available that
could realise betier value, for either ADIF Security Holders as a group or APG Security Holders as a

group.
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Set out below is a summary of the other key advantages and disadvantages arising from implementing
the Proposed Merger that are specific to each group of Security Holders:

APG Security Holders

Advantages

J Size and scale of APG properly investment portfolio: The Proposed Merger will improve the size
and diversification of APG's current properly invesiment activities, which may bring about
sconomy of scale benefits.

. Alfractive yield: The Proposed Merger will effectively result in APG combining with ADIF based on
an aitractive prospective distribution yield of approximately 8.4% (9.25 cenis + 109 cenis per
ADIF security). APG also avoids substantial acquisition costs (such as stamp duly) that would
attend the acquisftion of additional investment properties of an equivalent value 1o those owned
by ADIF.

. Lease expiry profife: as evidenced by the below table, the Proposed Merger will resuit in the lease
expiry profile of the Merged Group becoming less concentrated and lengthening beyond that of
APG as currently existing as follows:

Table 4: L ease expiry profile

60.0%

50.0% i

40.0% ________

30.0%

OO0

10.0%
o.ovﬁ,-ﬁhné EE_E% ,%,Eﬁalgmlgﬁ

Vacant 2006 2007 2008 2008 2010 2041 2012 2013 2014 2015+

SRARANY

‘ @ AT o ADIF @ Merged Group ‘

Other

. increased dependency upon properly related assels: the Proposed Merger will result in the
Merged Group having higher earnings dependence upon property investment assets. This
represents a change in emphasis from more dependence upon the less capital-intensive funds
management and property investment banking business.

Disadvantages

We are unaware of any specific major disadvantages for APG Security Holders of implementing the
Proposed Merger.
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ADIF Security Holders

Advantages

* Premium for controf: As a result of implementing the Proposed Merger, the ADIF Security Holders
will oblain a premium for control of their securities, which is a significant advantage as compared
with the likely discount for illiguidity and mincrity interest that may otherwise apply in the case of
an individual ADIF Securily Holder wishing to sell their ADIF securities in the absence of the
Proposed Merger.

* Impact on liquidity of ADIF securities: From the viewpoint of ADIF Security Holders, a significant
advaniage arising from the Proposed Merger is that their securities will become listed, thereby
providing significantly increased liquidity to their holdings.

* Internalisation of managemeni: the Proposed Merger effects an internalisation of ADIF's
management that is currently undertaken by APG. The major benefit of such an internalisation
would be the elimination of the potential for conflicts of interest.

* Addition of diversified income streams: the Proposed Merger will result in the introduction to
ADIF Security Holders of funds management and property investment banking activities and
expanded property development and lending activities. The infroduction of these businesses will
contribute to broadening the range of income streams available fo ADIF Security Holders and
assist in maintaining ADIF Security Holders™ income growth prospects.  However, the property
investment banking, property development and lending activities in particular have a different risk
profile as compared with property investment income.

Disadvantages

* Loss of structural discipline: the existing separation of ADIF from its manager AFM provides a
form of discipline on AFM's role as manager, as ihis role could be terminated upon a vole of
ADIF Security Holders.

. Increased volatility: one of the allractions 1o invesiors of unlisted properly investment vehicles is
the tack of volatility {perceived or real} in the security value of the vehicle. Listing on the ASX will
result in transparent price volatility of ADIF Security Holders' securities in the Merged Group 10
which they may not be accustomed.

* Lease expiry profile: conversely o the lessening of concentralion and lengihening of the lease
expiry profile to be enjoyed by APG Security Holders, for ADIF Security Holders, there will be the
reverse effact.

* Tenure of investment: generally speaking, it is less likely that an unlisted property trust would be
faken over as compared with a LPT. Should the Proposed Merger proceed, the
ADIF Security Holders will be more exposed o the possibility of thelr investment being subject 1o
a takeover offer for the Merged Group.

Qveralt

We have outlined above the overall advaniages and disadvantages to the Security Holders on the basis
of the Proposed Merger being implemented and we have also listed the specific advantages and
disadvaniages of implementing the Proposed Merger to ADIF and APG Security Holders. It is our view
that the advantages cutweigh the disadvantages in each case.

Implications for APG and ADIF Security Holders of rejecting the Proposed Merger

Set out below are the key implications for either group of Security Holders of rejecting the
Proposed Merger:

APG Security Holders

In our opinion, APG Security Holders would be subject to the following issues:

* in the current property investment climate, continued difficulty in acquiring quality investment
properties with attractive yields that do not dilute the prospective yield of APG;
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. recduced size and scale of operations, which may adversely affect APG's ability 1o access capial
at more atiractive rates;

. due to the lack of size and scale, a restriction in the ability to compete in the acquisition of quality
assels;

. a longer timeframe for APG o be included in major share market indices;

. potentially slower rates of future growth; and

. an increased risk that APG securities may falt in price below thelr underlying value and/or that an

opportunistic takeover offer would malerialise that would not encapsulate the full value of
APG securities.

ADIF

fn our opinion, the implications for ADIF Security Holders of the Proposed Merger not proceeding are less
severe than those for the APG Security Holders. By continuing with the existing model, the implications
for ADIF Security Holders are as follows:

. in the current property invesiment climate, continued difficulty in acquiring quality investment
properties with atiractive yields that do not dilute the prospective yield of ADIF;

. the continuation of an exiernally managed model, which does not necessarily fully align the
interests of ADIF with the manager;

J the opportunily to diversify the eamings streams of ADIF by exposure to funds management and
greater exposure 1o mortgage lending and property development activities {albeil, with increased
associated risk);

. the liguidity of their securities in ADIF would remain constrained unless and until ADIF iiself
becomes listed;

. reduced size and scale of operations, which may adversely affect ADIF's ability 1o access capital
al more allractive rales;

. due 10 the lack of size and scale, a restriction in the ability to compete in the acquisition of quality
assets; and

. potentially slower rates of future growth.

Taxation consequences

Based on the Tax Report included Section 8 of the Explanatory Memoerandum, broadly speaking, there
are not expected 1o be any capital gains tax consequences for all Security Holders. However, we note
that parts of the distributions 1o effect the Proposed Merger are likely 1o result in a reduction in the cost
base of the investment for capital gains tax purposes and to the extent that a Securily Holder has no
remaining capital gains tax cost base, this will likely result in a capital gain.  Security Holders should
consult their own lax advisers o consider their individual potential faxation conseguences of the
Proposed Merger.
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PRFCA has not considered the effect of the Proposed Merger on the particular circumsiances of
individual Security Holders. Some individual Security Holders may place a different emphasis on various
aspects cf the Proposed Merger from that adopted in our report.  Accordingly, individuals may reach
different conclusions on whether or not the Proposed Merger is in their particular best interests.

Security Holder circumstances

An individual Security Holders' decision in relation to the Proposed Merger may be influenced by their
particutar circumstances (including their taxation position) and, therefore, Security Holders are advised to
seek thelr own independent advice.

This opinion should be read in conjunction with the full text of this report that sets out our findings.

Yours faithiully

Vince Fayad Peter Corneil
Direcior Principal
Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl 10
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1 MERGER DETAILS

1.1 The Proposed Merger and Stapling

The merging of ADIF and APG is to be achieved by means of a vole of the Security Holders of
each entily in each investment group. We understand that implementing the Proposed Merger
will require amendments 1o the constitutions of AGHL, AT, AIT and AGPL, resulting in the issue of
securities of each entity in each group to investors in each other group and the stapling of the four
securities to each other.

On completion of the Proposed Merger, the Security Holders of the Merged Group will hoid an
interest referred fo in the Explanatory Memorandum as an “Expanded Stapled Security”,
comprising of the following:

. ong AT unit;

. one AGHL share;

. one restructured AT unit ("RAIT Unit™); and

. one restruciured AGPL share ("RAGPL Share”).

These four securities will be quoted and fraded together on the ASX and will be referred to as the
Abacus Property Group.

1.2  The Merger Ratio

PKFCA understands that the Merger Ratio ("Merger Ratio”} allocates the proposed respective
interests of APG and ADIF Security Holders in the Merged Group and has been determined by
the Directors pased on a number of considerations, including an assessment of the respective
value contribuled to the Merged Group by each group of Security Holders and the prospects of
each entity.

The Merger Rafio for APG Security Holders is 1 Expanded Stapled Security for each APG
security and the Merger Ratio for ADIF Security Holders is 0.78 Expanded Stapled Security for
gach ADIF security.

The Merger Ratio determines the entitlements of Securily Holders in the Merged Group as
follows:

Table 5: Security Holders’ entitiements in the Merged Group

Number of Expanded Stapled
Securities per 1,000 existing

Rerger Ratio securities
AGHL 1.00 1,000
AT 1.00 1,000
AT 0.78 780
AGPL 0.78 780

[
1.3  Relative Values
The Directors have determined the relative values of each of the four entities in the
Merged Group assuming:
. an APG security value of $1.40 each; and
. a value of $110.9 mitlion for all the equity in ADHF {or $1.09 per ADIF securily).
The ADIF Merger Ratio of 78% is based on the propottion of the APG securily value of

$1.40 per security that is represented by the value attributed fo an ADIF security of $1.09
(i.e. $1.09 divided by $1.40 eguals 78%;).
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Based on the above values, sel out is a table showing the respective values of the securities of
APG and ADIF Security Holders as adopted for the purposes of determining the ultimate securily
heldings in the Merged Group.

Table 6: Aggregate values of securities

Merger Value % ownership of
Entity $'000 Merged Entity

AGHL 36,697 5.6%
AT 502,963 TY.4%
APG 530,660 83.0%
AT 105342 16.2%
AGPL 5,544 0.8%
ADIF 110,886 17.0%
Vaiue of Merged Group 650,546 100.0%

Structurally, the ownership of the Merged Group will be as follows:
Figure 2: Ownership of Merged Group

CURRENT PROPOSED

Abacus Merged Group

Grolup
st Holding
Abacus Abacus Abacus Abacus
Trust Group M Ircome H  Group
S R bt rcom Soun,

Abacus Abacus
income Groun
Trust Projecis

Source: APG

1.4  Summary of the mechanics of the Proposed Merger

The mechanics of the Proposed Merger can be summarised broadiy as follows:

1.4.1 ADIF
* each AIT unit will be converted into 0.78 RAIT Units, with each holding being rounded up
to the nearest whole number of RAIT Units;
* aach AGPL share will be converted into 0.78 RAGPL Shares, with each hoiding being

rounded up to the nearest whole number of AGPL Shares;
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* each AIT unit holder will receive a distribution ("Stapling Distribution™) of
$0.77718 per AIT unit to be applied on their behalf to subscribe for:

- one AT unit for $0.77618 each; and
- one AGHL share for $0.001 each.
in other words, AIT will pay a total distribution of 77.718 cenis per unit to each AIT unit holder that

will be allocated 77.618 cents per unit {o acquire one AT unit and 0.1 cents per unil fo acquire
one AGHL Share.

The Stapling Distribution and issue 1o ADIF Security Holders of new AT units and AGHL shares is
necessary o ensure that each ADIF Security Holder will hold the correct number of securities in
the Merged Group to allow the Proposed Merger 1o proceed.

1.4.2 APG

. sach AT unit holder will receive a Stapling Distribution of $0.15989 per AT unit fo be
applied on their behalf to subscribe for:

- one RAIT Unit for $0.15869 each; and
- one BAGPL Share for $0.001 each.

in other words, AT will pay a iotal distribution of 15.969 cenis per unit to each AT unit hoider thal
will be allocated 15.869 cents per unit 1o acquire one RAIT Unit and 0.1 cents per unit to acquire
one RAGPL Share.

The Stapling Distribution and issue o APG Secwiy Holders of new RAIT Units and
RAGPL Shares is necessary o ensure that each APG Security Holder will hold the correct
number of securities in the Merged Group to allow the Proposed Merger 1o proceed.

1.4.3 Summary of outcome

The outcome of the above is that one AGHL share, AT unit, RAIT Unit and RAGPL Share will be
stapled fogether o form an Expanded Stapled Security, that will be listed on the ASX and known
as an Expanded Stapled Security.
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2.1

2.2

2.3

2.4

2.5
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PURPOSE AND SCOPE OF THE REPORT

Background

PKFCA {also referred to as "we™) have been informed that:
. the Act does not require an |ER {0 be provided 1o the Security Holders in APG and ADIF;

. however, the provision of an {ER has been requested by the Directors for the purposes of
fuifiliing their duties as Directors and to ensure that the Security Holders are given the
necessary information to enable them 1o make informed decisions in relation fo the
Proposed Merger; and

. the independsnt expert is required 1o consider whether, in the expert’s opinion, the
Proposed Merger is in the best interests of the Security Holders of sach of APG and
ADHF and state the reasons for reaching those opinions.

Purpose

PKFCA has been appointed by the Directors {0 prepare this report to satisfy the requirements for
an {ER in relation to the above matter. in this regard, the interests of the Security Holders of each
of APG and ADIF have been considered from their respective points of view.

This report is o accompany the Explanatory Memorandum 1o be provided by the Direclors to
Securrity Holders entitled to vote on the Proposed Merger.

This report also has been prepared o assist Directors in making their recommendation o the
Security Holders and to assist the Security Holders in their considerations of whether or not to
approve the Proposed Merger.

Scope

The scope of the procedures which PKFCA has undertaken in preparing this report is described
earlier in this report.

Use of report

PKFCA acknowledges that its report may be lodged by the Directors with the ASX and other
regulatory and statutory bodies. PKFCA has been advised that ifs report will be included in an
Explanatory Memorandum {o be sent to the Security Holders. PKFCA's iER has been prepared
solely for the purpose noted in paragraph 2.2 above, and accordingly, this report shoutd not be
used for any other purpose and we do nol accept any responsibility for its use outside this
purpose. Except in accordance with the stated purpose, no exiract, quole or copy of our report,
in whole or in part, should be reproduced without our written conseni, as to the form and context
in which it may appear.

Apart from this IER and the reports on the Forecasts and Pro forma Balance Sheet, PKFCA is not
responsible for the contents of the Explanatory Memorandum or any other document associated
with the Proposed Merger. PKFCA has provided its consent for inclusion of this IER and the
reports on the Forecasts and Pro forma Balance Sheet in the Explanatory Memorandum.

Basis of assessment

The Act does not define of the expression “in the best interests”. However, guidance is provided
by the Policy Statements and Practice Notes adopted by the ASIC, which establish certain
guidelines in respect of iERs required under the Act. In particular, PKFCA has considered:

» PS 75 “Independent Expert Reports to Shareholders”; and
» PS 74 “Acquisitions Agreed 1o by Shareholders”.
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PS 75, relating to the assessment of takeover offers, creates the relevant standard of whether a
takeover gver is “fair and reasonable” fo Security Holders of a company being acquired by an
offeror. PS 75 treats the term “fair and reasconable” as a two separate congepts - an offer is “fair”
if the value of the offer price or consideration is at least equal to the value of the securities the
subject of the offer. PS 75 considers that an offer is “reasonable” if it is “fair” and i may also be
“reasonable” i, despite not being “fair”, Security Holders should, after considering other
significant factors, accept the offer in the absence of a higher offer.

PS 75 gives limited guidance as to the meaning of “in the best interests”, other than to imply that
it is similar to “fair and reasonable”.

PS 74 deals with acquisftions by a third party of a substantial interest in/control of a company in
which the Non-associated Security Holders hold securities, but where their securities will not
themseives be acquired.

PS 74 touches upon the concept of “fair and reasonable” but does not seek to define or explain
the term or its component parts. PS 74 treats the term “fair and reasonable” as a single congept -
what is fair and reasonable for Non-associated Security Holders should be judged in terms of all
the circumstances of a proposal.  The analysis must compare the likely advantages and
disadvaniages for the Non-associated Security Holders if a proposal is agreed to, with the likely
advantages and disadvantages 10 those Security Holders i the proposal does not proceed and
consider whether a premium for control is applicable. Comparing the value of the securities to be
acquired under a proposat and the value of the consideration 10 be paid for them is only one
element of this assessment.

Having regard to the above and standard indusiry practice, in PKFCA’s opinion, the most
appropriate basis on which fo evaluate the Proposed Merger is to assess the overall impact on
the Security Holders of each of APG and ADIF, and the available alternatives and to consider the
advantages, disadvantages and risks of implementing or not implementing the Proposed Merger
and form an overall view as to whether the Security Holders in each of APG and ADIF are likely
10 be better off if the Proposed Merger is implemented than if it is not.

In undlertaking the above assessment PKFCA has considered in particular the following:

. an assessment as to whether the proportion of the Merged Group received by each group
ot Security Holders is equitable based on their relative contributions o the equity of the
Merged Group;

. the likely impact of the Proposed Merger on each group of Security Holders, as compared
io their likely respective positions (as a group) if the Proposed Merger does not proceed
in respect of the following matters:

- earnings, distributions, asset backing;
- gearing;
- taxation positions,;

. the likely impact of market factors (such as price and liquidity} affecting the securities of
the Merged Group, as compared to the conditions currently experienced by each group of
APG and ADIF Security Holders;

. the existing legal structures, and management and control, of APG and ADIF and the
effects of the Proposed Merger upon the same;

. the likelihood of allernative transactions that could realise better value, for either group of
Security Holders;

. any other advaniages and benefits and costs, disadvantages and risks arising from the
Proposed Merger; and

. the implications for APG and ADIF Security Holders of rejecting the Proposed Merger.

43
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PKFCA has nof considered the effect of the Proposed Merger on the particular circumstances of
individual Security Holders. Some individual Security Holders may place a different emphasis on
various aspects of the Proposed Merger from that adopted in our reporl. Accordingly, individuals
may reach different conclusions on whether or not the Proposed Merger is in their particular best
interests.

An individual Security Holders' decision in relation 1o the Proposed Merger may be influenced by
their particular circumstances ({inchuding their taxation position) and, therefore, Security Holders
are advised 1o seek their own independent advice.

Reliance on Information

Our report is based on the information provided by the Direciors. Except as otherwise indicated
in this report, for the purposes of this IER we have not underiaken verification of the truth or
accuracy of any information or material provided or made available. However, we note that
nothing has come 1o our attention during the course of the engagement that would suggest thal
the information provided is not reliable.

Under the terms of PKFCA’'s engagement, the Directors have agreed 1o indemnify # and iis
ultimate owner PKF Chartered Accountants & Business Advisers, a
New South Wales Parinership ("PKF”} against any claim, liability, loss or expense, cosis or
damage, arising out of reliance on any information or documentation provided by the Direclors,
which is false and misleading or omits any material particulars, or arising from failure to supply
relevant information.

Forecasts

in preparing the report, PKFCA had regard to the Forecasts. PKFCA understands that the
Forecasts have been prepared as part of the ongoing management processes of sach of
APG and ADIF and for the purposes of the Proposed Merger.

For the purposes of this |IER PKFCA understands, and has assumed, that the financial
information provided:

. has been prepared on a reasonable basis and is based on the information available 1o
management and Directors at the time, and within the praclical consiraints and Emitations
of such information; and

. does not reflect any material bias or “management stretch” farget.

PKFCA has been separately engaged lo underiake a review of the Forecasts and the Pro forma
Balance Sheet as set out earlier in this report. in underiaking the review, PKFCA's procedures
consisted primarily of investigation, enquiry and comparison and other such analytical review
procedures we considered necessary. These procedures inchuded discussions with the
management of APG and ADIF and with Direciors and have been undertaken in order {o report
as to whether anything has come 1o PKFCA’s attention that causes # to believe that:

. the best-estimate assumptions, when iaken as a whole, do not provide reasonable
grounds for the preparation of the Forecasis;

. the Forecasts are not properly compiled on the basis of the best-estimate assumptions or
presented fairly in accordance with the recognilion and measurement pringiples
prescribed in Accouniing Standards and other mandatory professional reporting
requirements in Australia, and the accounting policies adopted by ADIF and APG;

. the Forecasts themselves are unreasonable; and

. the Pro forma Balance Sheet is not properly compiled or presented fairly in accordance
with the recognition and measurement principles prescribed in Agcounting Standards and
other mandatory professional reporting requirements in Australia, and the accounting
policies and assumptions adopted by ADIF and APG.
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PKECA's review of the Forecasts, the best-estimate assumptlions and the Pro forma
Balance Sheet is substantially less in scope than an audit examination conducled in accordance
with Australian Auditing and Assurance Standards. A review of this nature provides less
assurance than an audit. PKFCA has not performed an audi and # does not express an audit
opinion on the Forecasis or Pro forma Balance Sheel. Based on PKFCA’s review of the

Forecasts and the Pro forma Balance Sheet, which is not an audit, nothing has come to PKFCA's
attention which causes it to believe that:

* the best-estimate assumptions, as summarised in paragraph 9.8.3 below, when taken as
a whole, do not provide reasonable grounds for the preparation of the Forecasts;

* the Forecasts, sef out in paragraph 8.1 below, are not properly compiled on the basis of
the best-estimate assumptions or presented fairly in accordance with the recognition and
measurement principles prescribed in Accounting Standards and other mandatory
professional reporting requirements in Australia, and the accounting policies adopted by

ADIF and APG;
. the Forecasts themselves are unreasonable; and
. the Pro forma Balance Sheet sef out in paragraph 8.9 below is not properly compiled or

presented fairly in accordance with the recognifion and measurement principles
prescribed i Accounting Standards and other mandatory professional reporting
requirements in Australia, and the accounting policies and assumplions adopted by
ADIF and APG.

Our report in this regard is set out in the Explanatory Memorandum.

The Forecasts are based on assumptions concerning future events and market conditions. While
we understand that the Forecasts have been prepared with due care and aftention, and the
Directors consider the assumptions 10 be reasonable, future events and condilions are not
predictable and the assumptions are subject to significant uncertainties.

Actual resulis are likely fo vary from the Forecasts and any variation may be materially positive or
negative. Neither the Directors, the parties to the Proposed Merger nor PKFCA or anyone else
can or does guarantee that the Forecasis or any other prospective siatement contained in this
report wilt be achieved.

2.8 Current market conditions

This report is based on market conditions and information available as at the date hereof.

2.8.1 Sources of information

Appendix 1 to this report identifies the information referred 1o, and relled upon by, PKFCA during
the course of preparing this report and forming our opinion.

2.9  Assumptions

In torming PKFCA’s opinion, the following has been assumed:

* that matters such as title, compliance with laws and regulations and contracts in place are
in good standing, and will remain so, and that there are no material legal proceedings, or
disputes, other than as publicly disclosed;

» information in relation o the Proposed Merger provided to their respective
Security Holders or any statutory authority by the parties is complete, accurate and fairly
presented in all material respects;

. publicly available information relied on by PKFCA is accurate and not misleading;
* if the Proposed Merger is implemented, that it will be implemented in accordance with its
terms; and
. the legal mechanisms to implement the Proposed Merger are correct and effective.
Apacus Properly Group & Abacus Diversified Incoms Funds — Independent Expert's Report 7
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in the year ended 30 June 2005 the Australian economy grew at the rate of 2.3% and is now in ifs
15" successive year of growth, albeit af a slower pace as compared 1o recent prior years. The
largest contributors to the slow-down are the fall in residential property markets and a decling in
consumer spending. After rising by almost 39% in the two years 1o March 2004, house prices
efther levelled out in many cities or declined from mid-2004 (ABS house price index). House
price movements have affected consumer spending and consumer confidence.

3 AUSTRALIAN ECONOMIC CONDITIONS AND OUTLOOK

Qverall, most economic indicators point to a robust economic situation, in particular:

. unemployment figures are at a 30 year low of around 5.1%;

. inflation pressures, while increasing slightly, are not too significant with rates of 3.1% for
the September 2005 quarter which is just above the Reserve Bank’s farget band of 2% 1o
3% pa;

. the terms of trade ratioc is at its highest level since 1974;

. federal and state governments are running budget surpluses; and

. corporate Australia has enjoyed very healthy profit growth in the region of 20%.

Domestically, a threat to the positive growth outlook is the high and growing trend in oll prices.
Qil prices have risen by more than 40% since the start of 2005 1o record levels, in nominal terms.
This is believed to have contributed to the slowing in household expendilure and may impact
business spending. Internationally, any general slowdown in the global economy brought on by
surging ol prices, inflation and higher interest rates is likely to impact on the domestic economy
and provide a further deterioration in the already targe trade deficit.

in relation {o interest rates, the Reserve Bank’s monetary policy is close to neutral with the official
cash rate at 5.5% recently left unchanged, although the Reserve Bank has made # clear that it is
concerned about possible fulure rises in inflation. Generally, economists believe that a sharp rise
in interest rates is unlikely in current market conditions. The following chart highlights some of
the forecast national economic indicators (Access Economics Business Outlook September
guarter 2005}

Table 7: Key economic indicators
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4 AUSTRALIAN PROPERTY MARKETS

4.1 Property investment markets generally

According to Property Invesiment Research Pty Limited (“PIR”Y, captalisation rates on
commercial properties are just about at record lows. With low inflation and a low risk free rale
(the 10 vear bond rate has been consistently under 6% pa since June 2002}, PIR has been
predicting since June 2005 that vields will reduce even further and vields have fallen about
25 basis points (“bps”) since then. PIR s expecting a further fotal fall in yields of 78bps over the
next two years. Given these low yields and the high level of institutional ownership of investment
grade commercial property, PIR believes it is fair {o say that the property market in Australia has
entered a mature phase. Yields are low and there is litle stock available. Stock that is suitable
for syndication is highly sought after and guickly snapped up.

According to PIR:

. institutional ownership of Australian invesiment grade properties was 81% for retall, 64%
for office but only 38% for industrial properties. Industrial properties generally frade on a
higher yield than office or retall properties - albeit with the inhereni disadvaniages of
generally being single tenant properties with low barriers {o eniry;

» yields on retail properties are very low, at around 6% pa to 7% pa and when the yields on
those properties compress further due o demand far outstripping supply, yields on retail
properties will be close to the vield available on 10 year Government bonds;

b office properties also trading on low vields and there are few opportunities in this sector,
given the level of risks involved. The vacancy rates for A and B grade offices in most
major cities hovers around the 10% mark and there is a continuing supply of new
speculative A grade offices in the main centres which is expected o keep the vacancy
rate at around current levels. Therefore, there is greater income risk in office property
than in the other main classes;

. over recent years the level of gearing in the unlisted syndicates and LPT sector has
increased markedly, particularly those investment vehicles with overseas properties with
high yield arbilrage. With lower yields on propetties, managers need 1o arbilrage the
yield differential between the yield on the property and the cost of debt to achieve an
acceptable return. Tightening property yields are negaling that benefil 10 investors. The
benefits of increasing the gearing ratio further will be unlikely to compensate for the
higher risk in a falling property yield environmant;

. any real growth in the property funds industry in Australia will aimost inevitably come from
overseas, primarily as a result of the shortage of domestic investment grade properties.
PIR expects more overseas properties 1o be syndicated in the unlisted investment sector.
Already this behaviour is evident in the LPT saclor and PIR reports that in CY2005 a
significant percentage of overseas properties have been syndicaled. The yield arbitrage
that has been the driver of the increased returns from USA based properties is siowly
evaporating as USA interest rates rise. Other countries will become the source of supply.
Japan is an obvious example. Babcock and Brown have listed a Japanese frust. The
yield arbilrage available there is considerable, even if the yield on the properties is low.
However, only a small percentage of Japanese invesiment grade property is in the
investment universe, the remainder being held by corporate entities; and

. the potential still exisis in Australia for unlisted investment vehicles 1o include
infrastructure property.  Again, this behaviour already is evident in the LPT sector.
infrastructure property has a business component such as an airpori, raiiway or toll road.
These properiies have higher yields bul also higher risks, including business and
operations risk.

' PR Monthly Review Octobar 2008
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Residential property sector

Generally

The housing market is cyclical, but the recent boom has been a departure from previous cycles in
many respects. The duration, though not the magnilude, of price rises was unprecedenied. This
has been a global event. The sustained rise in house prices brought windfall wealth 10 home
owners in many countries, including Australia.

in Australia, house prices, construction activity and morigage lending all rose 10 record levels
after CY2000. At the peak of the cycle, arcund September 2003, investors accounted for almost
half of all home lending. The number of apartments and the proportion of apariments in the
construction mix set new records.

Qver the past twelve months, the pace of activity in the residential market has slowed. in many of
Australia’s mefropolitan areas the prices of established homes have ceased 1o rise while in some
locations, Sydney in particular, the prices are falling. Overall, house prices in Australia fell 0.1%
in the year to June 2005, Prices of newly constructed homes on the other hand have continued
1o rise, around 5.7% in the year to June 2005.

Historical performance

PKFCA notes that the slowdown in the market is not in Hine with past recessions and downturms.
Due 1o interest rates not rising significantly and other economic factors such as employment and
inflation being stable there has been no single sharp trigger 10 “burst the bubble”. The downturn
in the residential properlty market has been more gradual than that previously experienced in
Australia. PKFCA also notes that one difference between this housing market ¢ycle and previous
ones is that the economy is presently in a transitory siate, between a housing and consumer
driven economy and that of a business, exports and internationally driven economy.

Rental markets are tight currently with vacancy rates close o five year lows in most capital cities.
With the recent increases in house prices there is a larger proportion of people who either cannot
afford to buy at present or would rather rent for the time being in case prices fall considerably in
the near future. There have also been residential rental increases in most locations, Melbourne
being one exception to this. Australian immigration rates are very high, which supports the rental
market in Australian capital cities.

Residential sector prospects

PKFCA notes that house prices have an inverse relationship with inferest rales and are more
vilnerable 1o inlerest rate rises now than in the previous 15 years. Ht is noted that inlerest rates
are fairly stable at present but with inflation now breaching the 2% to 3% RBA farget zone, there
is an added risk of inferest rate rises. However, most economists believe that a sharp rise In
interest rates is unlikely in current market conditions.

However, there may be a slightly greater risk of an increase of interest rates in light of the
increase in inflation rates 1o just above the RBA target zone of 2-3% pa in the June 2005 quarier.

A sharp correction 1o residential property markel is not expected; instead # is expected 1o efther
consolidate or recover. Affordability, which is currently at low levels, is expected to improve
through a rise in wages as opposed 1o a drop in interest rates or reducing house prices. First
time buyers are also expected to refurn to the market and will contribute up fo 20% of the lending
market for housing.

Australian house prices have a positive correlation with overseas migration movements. PKFCA
notes that immigration s expecied fo result in rises in house prices over the next 12 o
18 months.  Immigration Minister Amanda Vanstone announced increased skilled immigrant
intake in FY2006 from levels of around 77,000 to 100,000 in FY2005.
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4.3  Retail property sector

4.3.1 Historical performance

Retall property continues 1o provide strong returns and is considered 1o be one of the safe options
for invesiment.

Strong growth in consumer spending coupled with cost reducing productivity gains by the major
stores and supermarkets have offset the negative impact of intense price competition belween
retallers. Simultaneously, consolidation of centre ownership and a strong portfolio demand for
retail properly assetls continues 1o drive down vields, consequently boosting capital values. New
retail formats such as bulky goods stores and faclory outlet cenlres are now an integral part of the
refall mixiure.

Since 1985, the iotal returns for retall property (taking imo account income plus capital growih)
have averaged 13.1% pa. These returns compare to an average (accumudation) return of
11.8% pa from the Australian share market since 1985 {Macquarie Bank).

Retall property not only provided a strong total return, it was also the least volatile of investments,
having less than one third the volatility of shares since 1985, In comparison. industrial property
had less than half the volatility of shares, and office property had two thirds of the volatility of
shares.

Retall rents have conlinued {o increase in the year to June 2005 with varying levels of increases
across locations and sub-markets as the following table shows.

Table B: Specialty retail rental increases (%!} year to June 2005

Regional Sub-regional Neighbourhood
Sydney 1.8 5.8 1.3
Melbourne 4.3 4.5 5.6
Brisbane 73 8.8 7.4

Source: CB Bichard kllis
|

4.3.2 Retail yields

The following able highlights the yields that retail properly has been achieving in the main cities
across Australia.

Table 8: CBD and enclosed centre yields at June 2005

Prime CBD Regional Sub-regional Neighbourhood
Sydney 6.00-7.50 5.50-8.75 5.00-7.00 6.26-7.50
Melbourne 4.50-5.50 5.758.75 7.00-7.50 7.25-8.00
Brisbane 6.50-7.25 6.00-7.00 B.75-7.50 T.00-7.75
Adelaide 8.75-7.50 6.25-7.00 7.00-8.50 T7.75-8.75
Perth 7.50-8.25 £.00-6.50 7.00-7.50 8.06-8.50
Canperra 8.00-8.50 7.00-7.75 8.25-8.75 8.25-8.00

Source: CB Bichard kllis

|
From the table above, Canberra offers the highest refall yields.

PKFCA notes that of all the non-residential property markets, it is the retail market that has the
highest corralation with 10 year bond yields. However, over the nexi two years, retail yields are
likely to be impacted by rising bond vields.
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4.3.3 Retail property prospects

Retail growth and retumns are not expected to continue as robustly as they have in the past
However, a sharp correction is not expeacted.

Given the slow down in consumer spending, food based retall is believed 1o now offer more
attractive returns to invesiors. Properties with long leases and fixed base renis for ienants,
usually linked to CPi, are favoured by investors. Conversely, the bulky goods sector is expected
o be most heavily affected by a downturn in consumer spending. Additionally, underlying values
of refalt centres in the area of falling population growth will be more severely affected.

The following chart demonstrates the forecast change in refail turnover for the next five years in
Australia’s major three states, New South Wales, Queensiand and Victoria:

Table 10: State by state retail turnover
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it is likely that the expected slow down during FY2007 will impact the retall property secior.
Following FY2007, there is expected to be a pick up in the growth rale of retail urnover from
approximately 2% pa to approximaiely 4% pa o 5% pa. For the states in which APG and
ADIF own retall property (that is. New South Wales, Queensiand and Victoria), the overall frend
fairly is similar although New South Wales is forecast to have slower growth than the other two
states.

4.4  Tourism property sector

4.4.1 Historical performance
ADiIF's fourism properties are located in Cairns and Brisbane, Queensland. in total, ADIF has
over $50 million invested in tourisme-related properties in the above two locations.
Brisbane’s tourist accommodation market continues 10 benefit from an increase in visitor arrivals,
overseas and domestic, and business and leisure. This increase, coupled with a limited increase
in room supply has helped to liff occupancy levels and room rates. The reclassification of some
properties has reduced supply in the four and five siar market and also helped to lift average
room rates within this segment.
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Cost cuiting on airline frave! routes has made the cost of flying within Australia more affordable.
Additionally, there have been strong advertising campaigns by State and Federal governments o
discourage people from going overseas, with figures showing a 12.9% increase in domaestic fravel
in the twelve months to April 2005.

4.4.2 Tourism sector prospects

Across Queensland, strong building approvals numbers in the second half of CY2004 suggest a
solid pipeline of work ahead, including additional supply particularly of serviced apartments in the
Gold Coast and refurbishment activity in Cairns. While demand is fikely to stay strong, the new
stock is expected 1o imil the scope for further increase in room rates over the medium term.

However, there are some factors which present a risk to the domestic and inbound tourism
property sector. These faclors include:

» terrorism remains a constant background threat;
. the possible bird flu cutbreak; and
. rising oil prices are causing airlines {o rethink pricing strategies, particularly on long haul

fights. The arrival of larger, more fuel efficient aircraft on long haul flights in the future
witl agsist in this regard.

We note that as per the Mirvac Economic & Direct Property Market Qutlook {September 2008},
hotels in Brisbane, Sydney and Hobart, plus those within a two hour drive of Sydney and
Melbourne {i.e. those thal rely on domestic tourists and corporate conference market} are likely to
offer the most aftractive retums in the short term.

The following chart shows the forecast annual changes in international tourist arrivals in the
coming five years for the siate of Queensland:

Table 11: Forecast international tourists to Queensland
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The above chart indicates that the number of international tourist arrivals expecled in the coming
years is overall positive. However, in FY2006 there is expected o be a dip in the growth rate of
tourist arrivals in Australia 1o just over 6%, albeit that this rate still represents a healthy growth
rate. Subsequently, the number of international fourist arrivals in Queensland is expected o
increase by over 14% {peaking in FYY2008)} before reducing o a lower level of 8% in FY2009.

According to Jones Lang LaSalle Hotel's Investor Sentiment Survey (June 20085), average
investment yield requirements have lowered across the markets in expectation of improved
income returns, with investors seeking the following broad level of vields: Sydney - 8.2% pa,
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Melbourne - 8.8% pa, Brisbane - 8.9% pa, and the Gold Coast - 9.5% pa. In comparison with
the 2004 survey, the above yields represent a tightening of around 50 basis points, reflecling
increased invesior appetite for the tourism and hotel sector.

4.5  Industrial property sector
4.5.1 Historical performance
industrial property is currently enjoying a boom period. With the Australian economy strong.
increasing business investment, significant changes in the way businesses approach supply
chain management and with various major improvemenis 1o {ransport infrastructure, the indusirial
property seclor currently is performing well. Within the industrial property sector the demand for
large scale warehouse and distribution centres is particularly strong.
industrial property around major transport infrastructure such as in westemn Sydney, the
Melbourne Citylink and Brisbane's coast around the airport are in strong demand from logistics
and distribution companies. With demand being the key driver of rental growth, supply is
somewhat constrained in areas where access and servicing are putting a cap on the supply of
new industrial land.
Where distribution companies may have previously had a few locations in and around a large city
such as Sydney, they now prefer to have one larger site on the outskirts which is feasible due to
the improved transport infrastruciure.
There has been a large increase in the values of industrial fand in recent times, which is likely to
Hmit the supply of industrial land in the near future and thus limit the growth of industrial property
supply around the hot spots of transport infrastructure.
The following table illustrates the level of growth in values of industrial land in the year to
March 2005
Table 12: Land value growth
Location La;‘i‘\;a::,ue Location La;;;?iue
Sydney Melbourne
Arndedl Park (Wastlink M7) 23% Richmond {Rezoning) 2%
Watherlil Park (Westlink M7} 1% Dandenong (Mitcham-Frankston} 4485
ingleburn {M5 east) 2% Campbelifield (Ring road/Citylink) 275
Stverwater 22% Tullamarine {Ring road/Citylink} 33%
Brisbane
Bagle Farm (Gateway Infrastructure) 44%;
Lytiorn (Gateway infrastructlirs) 39%
Geabung 43%
Arcacia Ridge 33%
Source: Macouarie Bank Property Market Outlook
___________________________________________________________________________________________________________________|
4.5.2 Industrial sector prospects
These increases in land value growth are not expected 1o be maintained in the coming periods.
Since approximately July 2005, there has been evidence of rental growth in the industrial sector.
However, analysis are predicting that this growth in the next two years should not exceed three o
four percent.
industrial areas close to the cily are expecled 1o go through major changes. Mixed use zoning is
accelerating the diminulion of inner city land, aflowing large scale residential, office business
parks and even bulky goods development 1o occour in these areas.
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With the cost of construction on industrial sites rising in the past year, coupled with increasing
land values, the feasibility of some industrial site developmenis may be threatened.

According 10 our research, demand for industrial space in Melbourne and surrounding areas is
expected 1o continue as various transport upgrades are commencing. The Craigieburn bypass,
the Eastern Freeway exiension and the Milcham-Franksion Freeway is also likely {o drive the
demand for land in the sites alongside these routes.

in Queensiand, the rising land values and construction costs are coniributing fo redevelopment
and refurbishment activily in the traditional industrial areas. It is thought that the two most
attractive areas going forward will be areas with access 1o the airport and port and the Ipswich
area around the Swanbank Enterprise Park.

453 Industrial sector yields

Industrial yields have fraditionally been higher than other property asset class yields as there is
specialised property risk attaching to purpose built faciliies and generally, a single or few fenants.
However, due lo an increase in institutional and property frust investment within this seclor, this
profile is now changing. We note thal vields are now more in line with other properly asset
classes.

The following table highlights the average net rent per square metre and the vield range in the
major locations:

Table 13: Net rent and yield ranges

Avg net Avg net
Location rent Yield range Location rent Yield range
$/square % pa bisquare % pa
metres metires
Sydney Brisbane (cid)
South 130 T.006-8.25 South S0-100 750 -8.00
South Wast ag FH5-8.25 Waeastern Corridor 9G-100 T.50 - 8.00
Outer Weast g7 T.50-8.00 Metbourne
Central West 108 FI5-8.25 Weast 67 F.25-8.25
North 134 8.25 —8.78 North 78 725 -8.25
Brisbane East 3 F.25-8.50
Gateway North 85105 F.25-8.00 South East 78 F.25-8.25
Gateway South 85105 F.25-8.00 Innar 115 T.00 - 8.00
North 85-96 T.E0 - 8.00

Source: OB Hichard Ellis
|
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4.6  Industrial production

The following chart shows forecast! industrial production year on vear changes in the three states

which ADIF and APG have industrial property, that is, New South Wales, Queensiand and

Victoria:

Table 14: Industrial production
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The following points are noted from the above chart:

. Queensland s currently enjoying a good growth rate of industrial production and is
expecied o continue to maintain a growth rate of over 3% pa for the coming five years;
and

* both New South Wales and Victoria are expected to move from a negative growth rate of
industrial production in FY2005 to positive growth of around 3% pa.

4.7  Office property sector
4.7.1 Historical performance

The office markets have started a turnaround in the last year, moving from the least preferred of

the non-residential property seciors 1o being a strong performer with increasing demand for office

space.

The two most significant factors in determining office sector performance are gross domestic

product (“GDP”) and job vacancy or employment rates. The increase in white coliar employment

growth in the last year and solid GDP figures has been instrumental in the revival of the office
market.

According to Macquarie Research Economic, recent global economic growth from mid 2003 to

the end of 2005 has boistered the Australian office seclor, and has been the highest three vear

period of growih since the 1970's.

With unemployment at a 30 year lfow and the labour participation rate at a record high, the

previous trend of rising vacancies and falling rents in office accommodation has been reversing.
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Despite the mixed picture on rental growth over the last twelve months, there has been an
improvement in yields for virtually all central business district (“CBD") markets. Part of the
reason for the improvement in the yields is the expecled increase in rentat growth based on an
improved outlook for tenant demand and rising levels of inguiry within the markeiplace.

Finally, we note that the national office vacancy rate was 8.2% in July 2005 compared with 2.4%
recorded six months earlier {source: Mirvac Property Market Outlook).

4.7.2 Office sector prospects

Positive signs for the office marke! are the positive economic conditions, enquiries and rents on
the increase and vacancy levels declining. However, whether a fotal recovery of this sector is
possible is not certain as at the date of this report. There is a growing trend for businesses fo
relocate away from CBD locations to gain cheaper renis in new business park areas. This new
supply is attracting tenants from existing CBD locations and there is the problem of occupying the
older CBD-located buildings. Of all the locations, there are three which are generally thought fo
be “safe” invesiments, these being the Sydney CBD and North Shore markets as well as the
Brisbane market. These locations are thought likely to be the best performing office markets in
the coming few years.

The following table demonstrates the forecast office space supply and the vacancy rates for 2005
compared with 2004:

Table 15: Office space and vacancy statistics

T A S v A
square metlres

Sydney CBD 151,963 105,580 50,004 0.2 10.3
Morth Sydney 5970 26,271 25000 14.2 1.6
Parramatia 20772 - 84,200 4.0 8.5
Brishane CBD 30,500 55,2090 ’8,120 38 7.0
Adelaide Cora 25,300 56,0460 22,589 7.5 10.6
Canberra 23,480 53,614 148 505 2.8 5.1

Source: Propearty Council of Australia/Mirvac
|

The Merged Group has the largest share of its office sector property in the Sydney region and
Adelaide. Major growth is not expected in either market due to the number of projects in the
“pipeline”, which will moderate rental growth.
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Two main economic drivers for office property are gross state product and employment figures.
The charis below highlight the forecasts for both of the above key drivers for the coming years:

Table 16 Gross State product growth forecasts

4.7.3 Economic drivers
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The gross state product for the States in which ADIF and APG own office property have varying
frends for FY2006, after which, they become more consisient, reflecting rates between 2% pa
and 4% pa (up to FY2008} and then slowing towards FY2010. [t is noted that the Queensiand
economy is expecited 1o have the highest growth of the States analysed, followed by
New South Wales. 1t is noled that New South Wales had the lowest growth of the Stales
analysed in FY2005. The following chart sets out forecast unemployment levels:

Table 17 State unemployment forecasts
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The rate of unemployment is currently at a 30 year low and it is not expecled o increase
significantly in the immediate fulure.
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5 OVERVIEW OF THE LISTED PROPERTY TRUST SECTOR
5.1 Generaily
A listed property trust (“"LPT") is a pooled properly invesiment vehicle whose securities are listed
on a stock exchange. Investors in LPTs can trade their securities in the same way as investors
can trade their shares in companies lisied on the stock exchange. LPTs form an important part of
many invesiors’ portfolios for a variety of reasons. As at 30 June 2005 the market capitalisation
of the S&P/ASX 200 Property Trust Accumulation Index (“LPT Index”™} is approximately
$73 billion, which represents approximately 9.6% of the market capitalisation of the S&P/ASX 200
index.
An increasing number of LPTs have adopted a stapled security structure, as is the case with
APG. Generally, this means that each trust unit is stapled to one company share. Generally
speaking, the trust will hold the property investment assets and the company will hold the
responsible entity {or manager) and undertake trading activities, such as property developments.
The internalisation of the manager generally is seen as allowing a betier alignment of interests
belween the parties involved compared with stand alone trusts with external management.
Investimeni vehicles that recently have adopled the stapled security model include Macquarie
Goodman Group {("MGQ”}, and Westfield Group (“WDC™.
LPTs are required 1o pay out their taxabie income to be exempt from corporate tax, therefore their
distribution vields traditionally have been high (aboul 6% pa 1o 10% pa) and for this reason LPTs
appeal to investors who prefer higher yielding (income) stocks. in addition o the above, the
capital return component of LPTs has also been historically high, with LPTs significantly
outperforming the overall share market.
The 1able below shows the total retum of the top 20 LPTs for the year to 30 September 2005:
Table 18: LPT sector total returns - 12 months to 30 September 2005
ASX code Name Ranking Total return {%;}
MLE Macouarie Leisure ¥ 7503
GNP Centro Properties 2 43.74
VPG Valad 3 43.54
GHEG Grand Hotel 4 85.97
Cop Carindale 5 33.14
BWP Bunnings 8 29.91
g ING Industrial 7 28.73
JF James Fielding 8 26.61
GAN Gandel g 23.93
THG Thakral 10 22.10
ABP Abacus 11 20.50
MOF Macouarie Office 12 1725
WwWDe Westfield Group 13 1740
LPT LPT 300 Index 14 16.87
SGP Stockland 15 15.59
MPR Macouarie Prologis 16 14.85
IOF ING Cffice 17 1260
GPY General Property Trust 18 1215
MDT Macouarie DOR 19 10.87
CPA Commonwealth Propsriy 20 1072
Source: PR
________________________________________________________________________________________________________________________|
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The above rankings can also be summarised in the following charl:
Table 19: Ranking of top 20 performing LP7Ts - 12 months to 30 September 2005
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Generally, the returns offered by the top 20 LPTs over the last year have been high with most
exceeding 15% and the leader, MLE achieving 75.93%.

The LPT seclor has expanded in recent years with a large amount of equity capital raisings, as
ilustrated in the following chart:

Table 20: Capital raisings in the LPT sector
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As will be noted from Table 20, there was relatively little in the way of equity fund raising in the
years up 1o 2001. However, there was equity fund raising of almost $8 billion in both CY2002 and
CY2003 and $5 billion in both CY2004 and CY2005 (lo September). Part of the reason for this
level of capital raising was the boom in the property market in the last four to five years and LPTs
taking advaniage of this.
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in recent years APG has raised capital to fund various investments. The gearing ratio of
APG (defined as total interest bearing liabilities less cash assets divided by total assets) was
28.4% as al 30 June 2005 and 18.5% at 30 June 2004. This ratio is lower than the average
gearing within the LPT seclor as demonstrated by the following graph:

Table 21: Average gearing of LPTs
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5.2 Premium to NTA

Set out below is PIR’s calculation of the LPT seclor price premium 1o NTA {on a minority interest
basis:

Figure 3: LPT sector price premium to NTA
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5.3  LPT prospective yield to bond rate
Set out below is PiR's calculation of the LPT seclor prospective yield as compared with the
prospective 10 year Commonwaealth bond yield, that indicates ihe recent general decline in both
yields:
Figure 4: LPT prospective yield vs 10 year Commonwealth bond yield
o LPT Prospective Yield vs-10 Year Bond Rate
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54  LPT sub-seclors
Within the LPT sector there are a number of sub-sectors. These sectors include industrial
property, retail property, office property, hotel and leisure property and diversified property
sectors. As noted elsewhere in this report, APG operates within the diversified property sector,
meaning that it has a mix of property types within its portfolio.
Measured by the return on equity ("ROE™) FY2004 was a better performing year than FY2005,
for all of the sub-sectors. The increase in values and returns in FY2004 was above average.
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The following chart analyses the ROE across the LPT sub-sectors showing the results for
FY2004 and FY2005:

Table 22: ROE across the LPT sub-sectors
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The most stable performing sub-sector is the diversified sector. 1 is also noted that the refumns
achieved by the diversified sector were around 9.5% in FY2004 and were around 8.5% in
FY2005. The diversified seclor secured the best refurns across all sub-seciors of the LPT
sectors in FY2005. The industrial sector was the poorest performer in FY2005, with returns of
around 5.5%. The ROE is comprised of both income and capital returns. The forecast sub-
sector capital and income returns for the year to 30 September 2006 can be seen in the following
chart:

Table 23: PIR forecast Year to 30 September 20086 LPT sub sector income and capital returns
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The above chart indicates that expecied income returns are fairly steady across all LPT
sub-sectors for the forthcoming year to 30 September 2006. However, it also shows that the
expected capiial returns offered by the sub-sectors vary greatly. Industrial property is expecied 10
have negative capital returns of around 10% in the coming year while diversitied, retail, office and
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hotel and leisure will have capital growth of between 1% and 3% in the year. The tofal refurns of
around 7.5% expected for the diversified sub-sector for the year 1o 30 September 2006 are
around the mid-point of the other sub-sectors {excluding Industrial).

55 Diversified trust sector

As APG operates within the diversified sector of the LPT seclor, we have examined forecast
returns for this sector for the year to 30 September 2006 as demonstrated in the flowing chart:

Table 24: Year to 30 September 2005 Diversitied LPT income and capital refurns
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From the above chart we ¢an see thatl the forecas! refurn for the diversified sub-sector as a whole
{middie bar on the graph} is arcund 8%, made up of around 7% income return and 1% capital
returmn.

The different enlities within the seclor have very different forecast total returns. The forecast
income refurns for the year 1o 30 September 2008 are broadly similar across the entities, ranging
between 6% and 8%. Of these entities, APG has the highest income return forecast for the year.

There are large differences belween the various trusts in respect of the forecast capital refurns.
The lowes! expected capital returns {(around -15%) are in respect of Babcock & Brown
Japan Property Trust ("BJT'} and Valad Property Trust ('VPT”). At the other end of the scale is
the Multiplex Group ("MXG”) with a forecast capifal return of around 15% for the year to
30 September 2006. Modest capital returms are expected for most of the remaining entities within
the diversified sub-seclor.
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6 OVERVIEW OF THE UNLISTED PROPERTY TRUST SECTOR

6.1 Generally

The unlisted property funds sector has grown subsiantially in recent years. Sector growth has
averaged 38% per annum over the last ten vears and funds under managemeni now exceed
$13.1 bilion. This rapid expansion primarily has been fuelled by the weight of investment funds
avaitable to be invested in property, largely due 1o compulsory superannuation.

The following chart shows the overall size of the unlisted property trust sector in the years up fo
31 December 2004:

Table 25: Unlisted property sector size
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As will be noled from Table 25, the unlisted property trust sector has grown from less than
$1 billion in 1995 to over $13 bilion in 2004. There was a large jump in the size of the sector
between 2002 and 2003 when it increased in size by just under $4 billion. This increase can be
attributable primarily due 1o the boom in property prices around this time and consequently,
encouraging higher investment in property.

There are two main categories of funds within the unlisted property trust seclor. The first is
Direct Property Syndicates which are a fund open to retail and private investors and which have a
predetermined life averaging 5-7 years and generally do not raise additional capital.

The second is Unlisted Retail Funds which too are open to refall and private investors. These
funds are open-ended with no predetermined lives and are open 10 raise additional capital to fund
subsequeni property acquisitions as and when required.
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Geographical exposure of investment properties

As is the case with the LPT seclor, the unlisied property frust seclor invests in a wide range of
properties both in terms of geographical location and asset ¢lass. The foliowing chart indicates
the spread of invesiments across Australia, and offshore, of the unlisted property sector:

Table 26: Geographical location - unlisted property trust sector
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The above chart hightights that the majority of invested funds within the unlisted property sector
are in the states of New South Wales (35%), Queensland {22%) and Victoria (21%). The rest of
the Australian States and lerritories are all under 10%, with Western Australia being the targest of
these with 9%.

The level of invesiment in offshore property within the sector is around 3%. However, this is
expected to grow in future as more investments are sought overseas as the supply of quality,
investment grade properties in the Australian market is nol meeting the demand for these
properties. Within the LPT sector there already is a large proportion of overseas investment
(26% in the US market alone}, and it is expected that the unlisted sector will follow the trend of
the LPT sector and move inlo overseas markeis to a greater exient.
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The traditional property investment options of retail, office and industrial are still the primary
drivers of the unlisted seclor as demonstrated by the following chart:

6.2.1 Property diversification by asset class

Table 27: Unlisted property sector investment by property asset type
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Retail property is the dominant asset class with some 44% of investment. Office property is
second with 33% and industrial has arcund 10% of funds invested. Non-traditional property
classes are emerging within the sector, such as healthcare and childcare.
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PROFILE OF APG

Background

APG is a diversified property invesiment group which had assets owned or under management of
around $950 million as at 30 June 2005 and approximately $1 billion as at 30 September 2005,

APG's principal activilies comprise of the following:

» investment in commercial, retail and industrial properties,

. property related funds management and property syndication;

. property and project management;

» mortgage lending; and

. participation in other property related activities and joint ventures.

APG was eslablished in August 2001 through the merger of eight property syndicates and a small
development company esiablished and managed by AFM. AFM was formed in 1996 fo provide
specialist property-based investment opportunities for the clients of Godfrey Pembroke
Financial Services Limited. Following the sale of Godfrey Pembroke to MLC Ltd in early 1989,
AFM became an independent entity and, in August 2000, became wholly owned by
FSP Group Pty Limited.

APG's initial gross assets were $280 million and included eight investment properties and a
portfolio of high yielding mortgages. APG then raised over $54 million of additional equity under
a prospectus issued in December 2001, acquired four additional properties for a total
consideration of $52 million, expanded the morigage portiolio and participated in a series of
property iransactions.

APG acquired AFM effective from 1 Oclober 2002 to form an integraled properly invesiment
group with an internal management struchiire. A further $40.7 milion in equity was raised in
October 2002, prior to listing on the ASX in November 2002.

Group structure

APG is a 'slapled’ vehicle, which combines a company, AGHL and a trust, AT. investors in an
APG security acquire one unit in AT “stapled” o one share in AGHL so that neither can be dealt
with without the other.

AT is a managed investment scheme regisiered under the Acl. The responsible entity for AT is
AFM, a wholly owned subsidiary of AGHL. AFM is a specialist property investment company
incorporated and domicited in Australia which holds an Australian Financial Services Licence
(number 227819} and, through a subsidiary, also holds a real estate agent's licence. AGHL s a
company incorporated and domicited in Australia. The intermnalised management ensures the
interests of management are aligned with the interests of the APG's investors.
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The Directors of AFM and AGHL

The Directors of AFM and AGHL are detailed below:

Table 28: Directors

Johkn Thams
Chalrman,
Non-sxecutive

Frank Weolf
Deputy Chairmar
Executive Director

David Bastian

Managing Director

Denris Bluth

Non-sxecutive

Phiflip Green

Non-sxecutive

Maidcalm irving AM

Non-sxecutive

Lar Lloyd
Executive Director

MrJohn Thame has over 30 years axperience in the retail financial services industry
in senior managemant positions. Mr Thame’s 28-year career with Advance Bank
Limited included 10 years as Managing Director until the Bank’s merger with St
George Bank Limited in 1987, Mr Thame is Chairman of 8t George Bank and a
director of Reckon Limited ard Village Buillding Co. Lid.

Or Frank Wolf has over 20 years experience in the property and financial services
indusiries, including involvement in retail, commercial, indusirial and hospitality-
related assets in Ausiralia, New Zealand and the United States. Br Wolf has been
instrumental in over $2 billion worth of property-related transactions, comorate
aequisitions and divestments and has financed speacialist property-based assets in
the retirement and hospitality sectors. Dr Wolf is also chairman of FEP Group Pty
Limited and a director of financial planning groups Financial Services Partners Pty
Limied, Vactor Financial Services Limited and Kingston Capital Limited as well as of
HGL Limited, a listed diversified investment company.

Mr David Baslian has over 30 years axperience in the property and financial services
indusiries, with a particular focus on the packaging and marnagement of commercial,
retail and residential property projects. He was Managing Director of Pembroke
Financial Planners Limited for 3 years, merging this company with Godirey Weston
Limitad in 1895 to form Godfrey Pambroke Financial Services Limited. He
established Abacus Funds Management Limited in 1896 and is aiso a director of
FSP Group Pty Limited, Vector Financial Services Limited and Kingston Capital
Limited.

Mr Dennis Bluth holds Bacheior of Arts, Bachelor of Law and Master of Law degrees
and has practiced as a solicitor for over 25 years, principally in the area of property
faw. Mr Biuth became a Fellow of the Australian Property Institute in 2004, Mr Bluth
is a partner with Abbett Tout Lawyers of Sydney, Canberra and Brisbane and is a
member of a number of Law Society and Law Councill Committees. He was formerly
a director of Godfrey Pembroke Financial Services Limited.

Mr Phillip Green is Managing Director of Babecock & Brown Limited. Prior to joining
Babcock & Brown, Mr Green worked as a Senior Manager with Arthur Andersen
where he specialised in 1axation. Mr Green is chairman of Babcock & Brown
Environmental investments Limited and of the frustee of the MTM Entertainment
Trust and a director of Babcock & Brown Capital Limited, Bverest Babcock & Brown
Alternative investments Group, Babcock & Brown Infrastructure Group, Thakral
Holdings Limited and of the trustee of the Babcock & Brown Japan Property Trust,
My Green holds Bachelor of Commerce and Bachelor of Laws Degrees from the
University of New South Wales. He qualified as a Chartered Accourdant in 1981 and
was admitted as a solicitor in New South Wales in 1978,

Mr Malcolm Irving, AM has over 40 years expsrience in company managemesnt,
including twelve years as Managing Director of CIBC Australian Limited. Mrirving is
Chabrman of Australian Industry Davelopment Corporation, the Australian Hiver
Company Limited, Willis Australia Umited Group and Keycorp Limited. Heis also a
director of ¥Connell Sirest Associates Pty Lid Group, ADI Limited and Resimac
Limitad.

Mr Len Lloyd is Managing Director, Abacus Property Services Py Limited, and is
responsitle for property administration and development opportunities in the Abacus
portfolio. Mr Lloyd is a licersed real estate agent and a registered real estate vaiuer
with experience in the developmert, managemeant and funding of commetrcial, retal
and residential property.

In previous positions, Mr Lloyd held responsibility for the propery portfolios of the
Advance Bank and St George Bank and provided valuation and lending advice for
the Commonwealth Development Bank.

Scurce: APQG
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7.4 Business overview

7.4.1 Group strategy

We have been advised that for the shori to medium term, APG's business strategy focuses on the

following:

. identifying investment property acquisitions that will mainfain and, where possible,
enhance the yield from the AT with the prospect of capital appreciation through active
management;

. syndicating property-based invesiment opporiunities external to APG and generating

establishment, project management and performance fees;

» advancing loan funds secured directly or indirectly over real property and otherwise
advancing the mezzanine funding and residential pre-sales businesses; and

. seeking opportunities 1o expand property joint ventures with sirategic pariners.

APG has the following business operations:
Table 28: APG business operations

-

Abacus Property Group J

e

Property Portiolio Funds managemant Marigages Projects and
Invesiments
Mix of retall, Over $1 hillicn in Diversified loan Eriversified portfolio
commarcial and assets under nortfolic secured by of profects and
industrial and hotel management. morigages and investmants.
assets located in Nine year track supplementary Natwork of strategic
NSW. A, and ACT. record and strong security. blsiness pariners
relationships with Highly experienced with local and/or
aver 1,500 firancial management team. industry expertise,

advisers and more
than 10,000 ratail
invesiors.

Source: ARG

7.4.2 investment property portfolio
The invesiment properiy porifolio is the main contributor to business income and profit.

During FY2005, APG acquired four addilional properties for an aggregate $129.4 million,

including:

» Liverpool Plaza Shopping Centre in Sydney’s west;

. a 50% interest in Santos House, a commercial office tower in Adelaide;
» a commercial office building at 50 Miller Street in North Sydney; and

. an industrial property in Brisbane.

in addition to the above property purchases, APG also carried out a revaluation of nine existing
properties in the porticlio resulting in a net increase of $11.5 million in the carrying value of
investment properties.
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These property acquisitions and revaluations bring the fotal vaiue of the invesiment property
portfolio 1o $352 milion as at 30 June 2005 and 357 million as at 30 September 2005.

The following table summarises the investment properties owned by APG:

Table 30: APG investment property portfclio

Book Value

as at Lettable
30 September area
Interest 20605 Cccupancy  sguare
Property Address Y $ million % metres
Ashfield btall 280 Liverpoo! Road, NSW Hetail 06 88.94 88.5 28,044
Ashfield
Ashfield retaijl 244-256 Liverpool Road, | NSW Hetail 100 7.85 His! 1,520
Ashfield
Epping Office Park | 240-244 Beecroft Road NSW Commercial 100 44,00 83.45 12,436
& 4 Ray Hoad
Milier Street 50 Miller Street, North NSW Commercial 100 38.67 100 10,504
Sydnay
{ verpool Plaza 185-181 Macouarie NSW Retail 100 338.260 His! G,288
Sirest, Liverpool
tiverpool 193 Macguarie Street, NSW Retail 00 7.58 HiY 1,849
Liverpool & 77-83 Moore
Sireet, Liverpool
Aydalmers 10-12 Pike Street NSW industrial iy 17.00 100 18,103
Glebe 431 Gisbe Point Hoad NSW Commercial 100 1258 85 5415
Villawood B8 Christina Road, NSW Irdustrial 108 8.16 100 18,477
industrial Estate Villawood
Santos House 91 King Wiliiam Street, SA Commercial 50 51.02 $6.3 31,345
Adelaide
CSIRGC timestone Avenue, ACT Commercial 100 15.20 100 7,215
Canberra
109 Pift Strest 108 Pitt Street, Sydney NSW Commercial iy $7.60 na ra
Banksiown 4-8 Jacoh Street, NSW Commercial 100 4.80 100 1,848
Banksiown
Taotal 358.7

Since 30 September 2008, APG:

. has acquired a property al Moore Streel, Liverpoot for a {otal cost of $2.26 million, funded
approximately 56% by debt and 44% by equily (ihis property is included in the above
table}; and

. contracted to acquire for $58 million the Novotel Twin Walers Resort located on
Ocean Drive, Mudjimba Beach, on the Queensland Sunshine Coast. The hotel is
managed by Accor.
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The five major generators of property rental income in AT are Ashfield Mall, Liverpeol Road,
Ashfield NSW, 50 Miller Street, North Sydney, Santos House, Adelaide, Epping Office Park,
Epping, Sydney and Liverpool Plaza, Liverpool, Sydney:

Table 31: Major sources of property rental income

Net rental income
FY2006 Forecast

Property Ownership interest $ ‘000
Ashfieid dMall, Ashfield 108% 7072
Santos House, Adelaide 50% 4012
53 Miller 5t Nth Sydney 100% 3,807
Epping Office Park 1060% 3,408
Liverpool Plaza 1080% 2,430
Total 20,819

|
Ashfield Mall, Liverpool Road, Ashfield, NSW

Ashiield Mall is a sub-regional shopping centre in the residential suburb of Ashfield, located less
than 10 kilometres south-west of the Sydney CBD. The fully enclosed four level building, with a
gross leftable area of 26,044 square meires, offers vehicle access off three street frontages and
is close 1o the railway station and bus interchange. The surrounding area includes some of the
most densely populated suburbs of Sydney. Anchor tenants include Coles, Kmart and Franklins,
supported by over B0 specialty retallers. APG alse owns adiacent properties at 244 and
252-256 Liverpool Road and is preparing an application to develop residential units as well as
gross leftable area of approximately 4,000 sqguare metres for additional retail, commercial and
child care.

Returbishment and tenancy repositioning is underway at Ashfield Mall and the strategic direction
for its redevelopment has been resolved, with a development application to be lodged shortly.

Santos House, 91 King William Street, Adelaide, SA

The property consists of a 31 level landmark, premium grade office tower completed in 1883 of
about 29,740 square mefres and iwo adjacent older buildings Perpetual House of
870 square metres fronting King Wiliam Street, and the Delmont Building to the south west of
827 square metres,. There are some 56 car parks in the basement.

The complex is leased fo a variety of tenants including Sanios, which occupies approximately
55% (17,380 square mefres) of the space within the Tower and Delmont buildings,
Pricewaterhouse Coopers, Kelly & Co, and Servcorp. At 30 June 2005 the average weighted
remaining lease term for the various tenancies within the complex was 2.5 years.

Santos has a lease to June 2007 with an option of renewal for a further 4 years. In March 2005,
Santos announced its intention o take up new accommodation in another building, once their
current lease expires in June 2007. However, Santos has reserved its rights of renewal.

We are advised that the building is the only truly premium grade office building in the Adelaide
CBD and discussions are occurring with various major organisations to lease significant parts of
the Santos space. APG management is confident that the majority of the space will be leased
teading up to the expiry of the Santos lease and within the following 12 month period.

50 Miller Street, North Sydney, NSW

The property is a commercial office bulliding constructed in 1960 and comprehensively
refurbished in 1988. There are 10 levels of office accommodation above six ground floor retall
tenancies. Basement parking for 76 car spaces is provided under an adjoining building. Typical
office floors provide a net lefiable area of approximately 1,050 square metres, with the total net
lettable area of approximately 10,590 square metres.
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The entire office area is leased fo Optus. At the time of purchase, APG was aware that Optus
intended to relocate from the building 10 a new location in North Ryde when the lease expires in
Qctober 2007. However, we are advised that APG acquired the property at a low price per
lettable square melrg in the belief that # will be able {0 refurbish and re-lease the property, and
achieve considerable growth in value for securily holders.

APG management has advised that a leasing campaign s under consideration and it is intenced
o undertake a refurbishment programme upon cessation of the Optus lease.

Epping Office Park, 240-244 Beecroft & Ray Road, Epping, NSW

Epping Office Park is a high qualily office complex approximately 20 Kilometres north-west of the
Sydney CBD. The properly contains four separate buildings in an attractive landscaped
anvironment. Typical flocr areas range from 963 1o 1,300 square metres. Facilities include an in-
ground swimiming pool, tennis court, squash courts and a café.

The property has a site area of 13,389 sqguare metres, a net letiable area of
12,350 square metres and 281 car spaces. Construction of the four buildings was completed
progressively from 1983 to 1990,

Major tenants include AMP, Carter Holt Harvey, NEC Australia, Genesys Wealth
Advisers Limited, Arrow Communications, Wrigleys and CWA Caroma.

Liverpooi Plaza, 165-181 Macquarie Street, Liverpool, NSW

Liverpool Plaza is a neighbourhood shopping centre centrally located in the Liverpool CBD. The
fully enclosed centre comprises ground floor retall, mezzanine level offices and an open rooflop
car park. APG has also recently acquired two properties adiacent to Liverpoo! Plaza, at
193 Macquarie Street and 77 Moore Street. These acquisitions provide scope o expand net
lettable area from 6,332 square melfres (o approximately 11,000 square metres. The three
properties have a site area of 10,885 square metres.

Liverpool Plaza was constructed in 1983 and upgraded during 1989, 1991 and 2004. if has car
parking for 250 vehicles. Major tenanis include Frankling, St George, NAB, ANZ, NiB, Medicare,
McDonalds and Gloria Jeans.

Asset class exposure of investment properly assets

APG's investment properties predominantly comprise a diversified group of commercial (52%;,
retait {41%;) and industrial (7%} property.

Within the refail sector there are four properties concentrated in two retail sectors (Ashfield and
Liverpoot}. Ashfield Mall accounts for more than half of the value of the sector.

Geographical exposure of investment properly assets

The vast majority of investment property (81% of the total) is in New South Wales. The second
largest geographical exposure is South Australia, (14%). This is made up of only one property in
Adelaide, Santos House with a value of $51 million. The Australian Capital Territory makes up
4% of the investment property.

All the retail investment property is within the greater Sydney region of New South Wales. The
industrial property is sfluated within New South Wales.

The commercial seclor has the broadest geographical spread of the sectors. New South Wales
has 64%, South Australia 28%, and the Australian Capital Territory has 8% of the commercial
sector value.
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The top five tenants of the property portfolio are Optus, Waco, Santos, CSIRO and Coles which
together account for 28.5% of tofal rental income.  As noted above, it appears that both Optus
and Santos will cease occupation of their tenancies in CY2007.

Tenant diversification

Lease expiry profile

The lease expiry (by area) of APG's property portfolio as at 30 September 2005 was as follows:
Table 32: L eases expiry profile {by area)
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The above table shows a reasonable spread of lease expiry. However, the effect of the expiry of
the Optus and Sanios leases is noted in FY2007 and FY2008.

7.4.3 Funds management

The funds management business is conducted by AFM and consists of the management of
assets both within APG and for a number of extermnal investment vehicles such as ADIF.

In FY2005, AFM, as the relevant responsible entity:

. sold one property and acquired or contracted to acquire nine additional properties for
ADIF. Total assets of ADIF increased by $55 million to $222 million as at 30 June 2005;
and

. established three new managed investment schemes, with total assets of $39.5 million.

Total assets under management {(which combines assets owned by APG and assets managed by
AFM on behalf of external investors, including ADIF) increased by $275 million (40%;} to over
$950 million at 30 June 2005 and have since increased o approximately §1 billion.
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Set out below is a summary of funds under management:

Table 33: Funds under management

Syndicale Size - ASM Type Status
ARG 555.4 Diversified Listad
ATHE 227.2 Diversified Closed
Storage Fund @3 Property Racently launched
Wodonga Land & Mortgags Funds 27.3 Development Open
Fstirement Living Trust 12.2 Devealopment Oper
Abacus Prime Property Fund 3.15 Property Open
Tranquifiity investmerd Trust 17.8 Property Closed
Hobart Growtn Fund 8.7 Property Closed
Crows Mest Property Trust 28.5 Property Closed
Mariners Cove bauity Trust 3.6 Davelopment Closed
Burnie Hospital 14.3 Mezzanine Debt Closed
Tribeca invastment 20.2 Mezzanine Debt Closed
Total 10146

________________________________________________________________________________________________________|
7.4.4 Mortgage lending portfolio

The naiure of the specialist lending conducted by APG is similar to what is known as “mezzanine”
lending to fund property development. The primary features of such lending are the level of
security taken and therefore the level of retumn fo investors. Mezzanine lending is typically
subordinated debt which is secured by a second morlgage level of security (behind first
morigages, which is typically provided by banks) and may be shorter term in nature. The
mezzaning proportion of the funding may be considered 1o be al greater risk as it has less
security and ranking for repayment. Accordingly, i receives g higher return depending on the
nature of the development.

We note that in certain instances, APG takes a position of both lender and “joint venture” equity
investor. In such circumstances, APG will derive both interest income and profit share from such
projects. The profit shares are usually in the range of 20% o 30% refurn on investment.

The mortgage portfolio comprises the Abacus Mortgage Fund ("AMF™), loans fo build the fund
management business, such as seed funding o develop new funds {e.g. the Abacus Siorage
Fund), mortgages to Abacus associaled developments and joint veniures and other morigage
investments.

The broad loan categories as ai 30 September and 30 June 2005 and 2004 were as follows:

Table 34: Mortgage fund assets (including accrued interest)

Amount Amount Amount
Loan type 30 Sepiember 2005 30 June 2005 30 June 2004
$ million $ million $ million
Funds management loans 70.8 54.0 325
Abacus Mortgage Fund 453 41.6 314
toans to joint ventures/associates 22.4 9.5 12.8
Other investiment loans 36.4 377 16.7
Total 174.9 152.8 92.6
Source: APG

The mortgages are secured by real properly assets. As at 30 June 2005, repayment dales for
curren loans were on or before 30 June 2006 and for non-current loans fell belween
January 2008 and May 2010. The weighled average inferes!t rale for current loans was
14.44%pa {2004 16.56% pa) and for non-current loans was 12.2%pa (2004: 14.82% pa). In
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respect of third party loans {i.e. those not advanced fo Abacus related entities), the average loan
principal as at 30 June 2005 was approximately $2 million, with an average term of less than
24 months.

Table 35: Morigage details {excluding accrued interest} as at 30 June 2005

EBITDA EBITEA
Coniribution Contribution
Average before after
Loan Average Interest apportioned apporlionad
Loan type halance {oan size rate expenses expenses
As at 30 June 2005 $ million $ million % pa $ million $ million
Funds management foans 52.9 13.2 2.7 2.1 1.8
Abacus Mortgage Fund 36.3 1.8 3.9 5.8 5.0
Loans o joint veniures/associates 173 3.5 3.1 2.1 1.8
Cther invesimert joans 34.1 2.4 t2.1 4.3 3.7
Total 140.6 6.5 12.9 14.3 12.3
Source: APG

The contribution to EBITDA from the mortgage portiolic is Forecast as set out in Table 39.

Projects and joint ventures

APG has a number of joint veniure investmenis with experienced property invesiors or
developers in New South Wales, Queensland and Victoria. These joint venture aclivities enable
APG to pariicipate in a range of properly related opportunities with industry leaders who have
focal knowledge and a depth of management experience

The investment in joint ventures is approximately $13.8 million for the year ended 30 June 2005.
A simitar level of investment is expected for the duration of the Forecasts.

in establishing a joint venture, risk minimisation is a key factor and this is reflected by the
following:

. having an experienced joint venture partner with sound understanding of the market. In
addition, the arrangements are structiired in a manner 1o allocate risk appropriately;

. being able to manage the exposure and size of the joint venture; and
» financing of the joint venture is with a mix of deb! and equily capital.

Set out below is an overview of the key projects on hand:

Table 36: Key joint venture projects

Name of project Overview

Highett Apartments Yacant land in Melbourne comprising of a neighbourhood shopping centre, 140
apartments and parking for 500 cars. A developmant application is currently
peing prepared for submission. This project may be sold in the near fulure.

Pakenham projects This is a development of three sites in Melbourng’s growth corridor. The fand
has been purchased on deferred terms. The site comprises of:

1 MeGregor Strest, 5.9 ha — 80 residential iols

115 Caridinia Street, 55.6 ha — 60U residerntial lots

11-15 Main Street 5.0 ha — retall, commercial and medium density residential.

Source: APG
|

The contribution to EBITDA from joint ventures was, and is Forecast, as sel oul in Table 39.
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7.5  Financial performance
The financial results of APG for the four years 1o 30 June 2005 were as follows:
Table 37: Financial results of APG
Year ended 30 June
2004 2003
Actual Actuai
$000 $000
Revenues from ordinary activities 74,5639 118,680 140,745 31,633
Share of net profits of joint ventures {eguity method} 1.561 4,291 781 1
Drapraciation and amostisation {2,040) {2,014 {1,6860) {21
Carrying amourt of investments disposed {6,878} {64,747 {79,888} -
Borrowing cosis {9,251) {8,158) {10,737} 10,7809
Salaries and employee benefits {8,011 {4,721) {3,207) -
Bad and doubtful debts 861 {449) {271) {862)
Other expensss from ordinary activities {8,634) {7,973) {B,678) {5,822}
Profit from ordinary aciivities before income fax 40140 34,918 37.085 14,039
income tax sxpense relating to ordinary aclivities {358) {183) {3,277) -
Net profit alier tax 39,784 34,725 33,808 14,038
Nat profit attribuitable 10 outside equity interest {678} - -
Net profit attributable to Security Holders 39,106 34,725 33.808 14,039
Transaction cosis on issue of stapied sacurities {2,454 - -
Net increase in asset revaluation reserve 12058 7797 8,317 5,145
Dracreass in foreign currency iransiation reserve {21 - -
Adjustment resulling from charnges in associated sntities {279) - - -
Total revenues, expenses, and vafuation adjustments
attributable to Security Holders and recoghised directly in
eqguity 9,118 7.797 9.317 5,145
Total changes in equily other than those resulting from
transactions with Security Holders as owners 48,222 42,522 43,125 19,184
Basic and dituted earnings per siapled security (cents) 1218 12.84 13.9¢ 9.67
Bource: Audited financial statements
. ______________________________________________________________________________________________|]
Table 37 demonstrates that the results for APG have been strong and reasonably consistent in
fotal over the past three years. Specifically, profit from ordinary activities pefore tax has
increased from $14 million in FY2002 to over $40 million in FY2005.
Total changes in equity other than those resulling from {ransactions with Security Holders as
owners have increased from %19 milion in FY2002 fo over $48 million in FY2005. Due to
favourable property market conditions over the last four years the assel revaluation reserve
recorded an increase in property values in each year.
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7.6  Revenue streams
The following table shows the sources of APG’s revenue for the past four years:
Table 38: APG revenue
Year ended 30 June
2004 2603
Actual Actual
$000 $000
Revenues from operating activities
Property rental income 30.338 22,847 30,038 27.953
interest income from mortgage investments 14,349 12,897 6,984 3.163
Fee income from mortgage invesiments 917 636 458 -
Revenue from sale of investments 11,436 73,318 98,863 -
Property management iees 892 575 128 -
Fund management {ses 2.540 1,442 734 -
Consuifting and other fees 5,662 3,020 2,589 -
Total revenues from operating activities 65,932 114,735 139,794 31,416
Revenues from non-operating activities
Dristributions from investments in units 505 3,148 - -
Gains on disposal from investments in units 770 - - -
Changs in market value of investments 2,167 - - -
Bark interast 1,165 8047 G 517
Total revenues from non-operating activities 4.607 3,855 G514 517
Total revenues from ordinary activities 74,538 118,690 140,745 31.633
Scurce: Audited financial statements
Set out below is an overview of APG's revenues:
Rental income
Property rental income has remained relatively siable across the four vears apart from a dip in
FY2004 due io the sales of investmeni properties in FY2003 and FY2004. However, with the
purchase of further investment properties, the rental income in FY2005 relirned 1o its historical
levels.
Sale of investments
Ravenue from the sale of investmenis does not follow any specific trend over time. This is
because APG takes advantage of opportunities 1o sell selected investments arising when the
market is favourable.
Morfgage investmenis:
APG has been building the mortgage lending business over the four years to 30 June 2005 and
as a consequence, interest and fee income from morigage investmenis have also grown.
Fund management fees
This revenue has grown steadily as the external funds under management have expanded.
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These are a small element of the revenue of APG and relate fo property management activities
{as distinct from funds management activities) undertaken in relation 1o properties managed by
AFM. However, these also have grown sieadily in the years 1o 30 June 2005.

Properly management fees

Consulting and other fees

This component has grown over the vears and relates 1o fees generated by the property
investment banking-type activilies undertaken by AFM. This component includes fees generated
by the sale of renounceable sales coniracis.

Nor-operaling income

Revenues from non-operating activities have also increased each year from FY2002 to FY2005.
The fevel of these non-operating activities revenue in FY2005 was $4.6 milion, comprising
distributions from, and gains on disposal of, invesiments, change in the market value of
investments held by APG in the year and bank interest on deposits.

The chart below hightights the dissection of revenue streams for the FY2005:
Figure 5: APG Hevenuse in FY2005

2005 split of revenue stteams

Fropersy rentzl &
manEGEmeal inconze
43%

Morigage busingss income

20%

Fund manzgement income

4%

Saie of investmenls

Mor-operating income
i 8%

i

Comsuding income

8%

Source: Audited financial statements

APG's main revenue producer is the property rental and management revenue, accounting for
43% of revenue in FY2005. The mortgage business generated the second largest (22%;)
proportion of revenue. There was relatively litle revenue from the sale of investments in FY2005.

fn FY2004 the sources of revenue were very different due 10 the sale of investment property in
the year. OSpecifically, 62% of revenue was made up of the sale of invesiment property,
compared with only 9% in FY2005. Correspondingly, the proportion of property rental and
management revenue was only 20% in FY2004, as compared with 43% in FY2005.
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7.7  Profit analysis across business operations

Set out below is a dissection of profit attributable to the varicus business operations:

Table 3%: EBITDA atiributable to business operations
2006 2005 2004

Forecast Actual Actual

% of % of % of

000 EBITDA $°000 EBITEA 000 EBITDA

Property investments 21,600

29,554

Mortgage lending 14,707 12,000
Funds management 10,923 4,200
Davslopment & investment 3.720 5,300
EBITDA 58,904 44,160
Less: net group borrowing &

finance costs {10,708} {7,300}

tess: amartisation of goodwill - {1,800}

Prodit before tax atiributabis to

Security Holders 48,196 34,960
Tax expense {1,500} {200}
Minorily interests {146}

Net profit after tax attribuiable
{c Security Holders 47.050

Source: Maragement information
L]

7.8 APG distributions

APG historical and forecast distributions are as follows:

Table 40: Historical and forecast distributions

Taxable component Concessional Tax deferred
. Capital gains component
Biscounts
Distributions d capital Total taxable
per security income gains distribution
Year ended cents Y % %
Jun-03 Actual 10,50 75.3% 10.2% 85.5% 10.2% 4.3%
Jun-04 Actual 11.23 97.5% 2.5% 100.0% - -
Jun-05 Actual 11.40 79.1% - 79.1% - 20.9%
Sep-06-Qir | Actuad _ o280 o BLe% - _ 85.9% _ - _ 141%
Dec-05-Chr_| Forecast “| ©omg0 | DU 8se% | ol 08B ol e T A%
Mar-06-Car_ | Forecast. | . 300 | . 859% | - E5.% | | 1A%
Jun_ae ...... F{}recast .......... 1 1.88 - e 85‘90/0 = . _ B 85‘9(}/0 - - ._. T T 14.1% :
Notes:
i income paid to APG security-hoiders may be made up of distributions from AT and/or dividends from AGHL. To
date, all income payments have been distributions from AT,
2. Sep-05-01r, Bec-05-Qtr and Mar-06-Qir refer 1o the 3 months ended September 2005, Decamber 2005 and
March 2006, respectively,
Source: APG
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7.2 Financial position

summarised below:
Table 41: financial position of APG

September -05 Jun-95
tUnaudited Audited

PKF

The financial position of APGas at 30 June 2004 and 2005 and 30 September 2005 is

Jun-04
Audited

$000 $000

Current assets

$000

Cash assats 16,232 4,417 24,367
Heceivables 5475 20,086 28,389
investment properiiss - 18,624 20,91
Other financial assels 1,128 98,309 55,440
Other assets 0 1,500 1,062
Total current asseis 22835 142,836 130,179
Non-current asseis

Property, plant & equipment 135 133 171
Irvestment properties 357,700 333,416 188,605
investments fequity method) 13,483 13,763 84,778
Other financial assets 191,884 71,180 45,726
Defarred tax assets 647 614 206
Intangibie assels 32,304 30,619 32,394
Other assets 1,343 859

Total non-current assets 597,601 450,584 285,880
Total assets 520,436 593,520 416,058
Current liabilities

Payables 4627 5,528 3,308
irmterest-bearing liabilities 0 28,850 8,135
Current tax liabilities 1,701 780 {123)
Provisions 15,788 10,138 8,410
Total currerd Habilities 22116 46,296 108,818
Non-current liabitities

interest-bearing liabilities’ 146,725 142,514 3,100
Provisions 0 505 397
Total non-current liabilities 146,725 143,419 3,487
Total liabiiities 168,841 188,715 113,345
Net assets 451,595 403,805 302,744
Equity

Contribuled equity 405174 354,825 266,334
Hesarves 0 37,800 26,398
Pstained earnings 45,279 12,247 10,012
Total parent interest in squity 450 453 401,872 302,744
Total ouiside equity irterast 1,142 1,833

Total eguity 451,595 403,805 302,744

Note 1. including mark to market swaps of § 4,228,000
Source: APG audited financial statemants and unaudited managemert accourts.

We nole from the above, that $352 million (59%;) relates to the property investment portfolio that
has grown significantly since 30 June 2004 when APG had $219.5 million of investment property
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assets. This growth in FY2005 can be aftributed to three significani property purchases being
Liverpool Plaza, Liverpool, NSW for $32 million, Samtos House, Adelaide, SA for $84 million, and
50 Miller Street, North Sydney, NSW for $38 million. These acquisitions, together with
revaiuations in the year account for the increase in the property portfolio in FY2005.

The interest bearing liabilities, both current and non-current, are made up entirely of borrowings
from various banks. These borrowings are a mix of fixed and variable interest loans with
repayment dates on or before 1 July 2010. The borrowings are secured by a charge over the
investment properties.

7.10  Capital structure and ownership
7.10.1 Issued stapied securities
The capital structure of APG is made up of stapled securities as per the following 1able:
Table 42: Stapled securities
Year ended 30 June
2004 2003
Actual Actuai
$000 $000
Nurmbar of securities 342,836 270,420 270,420 164,897
Net asset value 403,805 302,744 280,581 165,823
Nat tangible asset value 373.186 270,350 266,412 165,823
Nat asset value per securily $1.18 F1.12 $1.07 $1.64
Net tangible asset value per security $1.08 $1.00 50,65 $1.H
Bource: Audited financial statements
]
Set out below is the capital raising history of APG:
Table 43: APG capital raising history
Securities Security
Date offered price Notes FReason
2 Movember 2002 37,000,000 1.10 Inital public offering Listing
4 August 2004 27,000,000 1.18 Public offering To be used for acquisitions,
broaden shareholdsr base and to
ncraase fguidity
11 October 2004 14,2449 655 1.18 Sacurity purchase To be used for acquisitions,
plan broaden shareholder base and o
ncraase fguidity
22 Decembear 2004 31,166,921 1.26 Public offering To be used for acquisitions,
broaden shareholdsr base and to
increase iguidity
10 August 2005 42,600,000 1.28 Public offering To reduce gearing and replenish
working capital following
actpdsitions
Source: Bloombperg; APG.
e}
As at 23 August 2005 there were 6,275 holders of ordinary fully paid stapled securities. Each
fully paid stapled security has one vote per securily attached to L.
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7.10.2 Substantial Security Holders

PKF

The following table shows the twenty largest APG Security Holders as at 30 September 2005:
Table 44: Substantial Security Holders

Number of % of lssued

Rank Holder Securities Capital
i Australian kExecutor Trustees Limited 45,373,326 11.8%
2 MNational Nominees Limilad 39,920,449 10.4%
3 Wasipac Custodian Nominees Limited 19,548,258 51%
4 J P Morgarn Nominees Australia Limited 13,569,536 3.5%
5 RBC Giobal Services Austraila Nominees Ply Limited 13,438,860 3.5%
8 ANZ Mominees Limited 11,726,807 3.0%
7 MLEGQ Nominees Pty Limited 11,853,808 3.0%
8 Tricom Nominees Ply Lid 9161778 2.4%
g ABC Global Services Australia Nominees Ply Limited 7,183,137 1.9%
H1j Avantsos investments Ltd <FSP superfunds 4,877 653 1.3%
11 Assetinsure Pty Lid 4,683,465 1.2%
2 Craig Securities {No 2) Py Lid 3,300,000 £5.9%
13 Kendall Securities {No 23 Pty Lid 3,300,000 £.9%
14 Plulsus {No 164) Pty Lid 2,730,646 8.7 %
i M Wolf Py Limited 2,200,600 0.6%
16 Cogert Nominess Py Lid 24174114 2.5%
7 Citicorp Nominees Pty Uid 1,823,015 3.5%
18 Castlecrag Investments No 2 Pty Lid 1,886.800 0.5%
19 H580C Custody Nominees (Australia) Limited 1,740,000 3.5%
20 Avantsos investments Ltd <Avantsps superfund= 1,706,342 £.4%

Subtotal 202,051,891 52.4%

Cther Security Holders 183,418,768 47.6%

Total securities outsianding as at 30 September 2005 385,471,659 1060.0%

Source: Compuigrshare

There are no options on issue at present.
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7.12  Strengths Weaknesses Opportunities and Threats analysis

The table below sets out an analysis of the strengths, weaknesses, opportunities and threatls of
APG.

Table 45: SWOT Analysis of APG

Strengths Weaknesses

Diversified business model.

Relationship with 1,508 financial planners provides
an effective distribution channel.

Relationship and proven track record with over
10,000 retail investors in APG-managed funds
Sirong balance sheet with low gearing

More than 60% of APG's net ravenss can be
considered recurring.

Opportunities Threats

Redevelopment of Ashfield Mail and 50 Miller Strest.
Continued roli out of funds management activities
wili enhance return on capital. Securing
irternational assets for these funds could be an
option.

Growth of the Abacus Storage Fund.

Apacus Retirement Living Fund couid be a major
growth driver given an aging population.

Inclusion in the S&P/ASX300 index and S&P/ASX

Current cost of equity ralatively high.
Mon-inciusion in the S&P/ASK300 Index and
S&P/ASX Property Index is the possible cause of the
kigh cost of squity.

Lack of geographical diversification in Investment
praperty.

Santos House and 50 Miller Street vacancies in
CY2007 may have a short-term adverse impact on
rental incoma.

Waighted average lease expiry of 3.0 years {by
income} and 3.2 years {by area} years is relatively
short.

Singie tenant leases at CSIRO Headguarters and
10-12 Pika Street, Aydaimers. it is noted that the
CSIRO lease expires on 30 June 2012,

Some exposure 1o residential property through #s
morigage ioans and development activities.
identification of suitable property transactions in the
locai markat, which is sophisticated and crowded.
Santos House and 50 Miller Street vacancies will
have 10 be managed 10 ensure ionger term cordinuity

Praperty Index. of income.

=  Re-leasing imminent vacancy at Santos Holse on »
more attractive terms than currently receiving from
Santos.

" Acquire additional invesiment properties which
would increase rertal incoms.

Source: Tricom and PKFCA analysis

7.13 AIFRS
To be able to continue o classify the units in AT as equity rather than debt under the new AIFRS
accounting standards, AT's constitution has been amended {o remove iis fixed life pursuant to
ASIC Class Order 05/566 issued on 6 June 2005 giving refief to facilitate changes to constitutions
of listed and unlisted registered investment schemes without requiring a special resolution of
members.
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PROFILE OF ADIF

Background
ADIF is an unlisted, diversified property investment fund which comprises AIT and AGPL.

The principal activities of ADIF comprise:

. investment in tourism, commercial, retail, industrial and residential properties, whether
directly, or by way of joint ventures;

. the ownership of hotel operations, specifically at the Rydges Esplanade Resort, Cairns;
» mortgage lending; and
. participation in other property related activities and joint ventures.

AT was formed on 17 December 2002 and was registered as a managed investment scheme
with ASIC on 2 June 2003. Units in AIT are stapled 1o shares in AGPL.

ADIF was established 1o acquire properties valued generally in the range of $5 million fo
$20 million. The obiective is that the investment properties will provide a reliable income stream
and potential for capital growth. ADIF enhances refurns from the property invesiment portfolio
through structured investments in secured loans and participation in development projecis.

The first ADIF offer document to raise funds from the public was issued on 16 June 2003 io raise
$33 million. The issue price of each ADIF stapled securily was $1.00. Accordingly, ADIF resulls
for the period to 30 June 2003 are for one month only and are not representative and FY2004 is
the first full year of operations.

The most recent offer document {o raise funds from the public was issued on 28 Aprit 2004 and
closed on 17 December 2004. The issue price of each ADIF stapled security was $1.02, being
$0.97 for a unit in AlT and $0.05 per share in AGPL. A iotal of $102.2 million in equity has now
been raised for ADIF. The proceeds from these raisings were used {0 progressively reduce loan
funds advanced by APG while ADIF was building its property portfolio.

ADIF has grown its assets from approximately $55 million at 30 June 2003 to approximaiely
$223 million as at 30 June 2005 and approximately $239 million as at 30 September 2005. The
ADIF investment Trust had morigage loans totalling $32.5 miliion outstanding at 30 June 2005,

ADIF is managed by AFM which is a member of APG. The AFM management team comprise
property management specialist as well as finance, legal, accounting and marketing
professionals. AFM manages AT in its capacily as the responsible entity of the trust, and
manages AGPL in accordance with an agreement between the two entities.

Group structure

An ADIF security consists of one unit in AlT and one share in AGPL. Any transfer, issue or
reorganisation of a unit in AlT is accompanied by a transfer, issue or recrganisation of a share in
AGPL.

All agsets in AlT are held by an external custodian, currently Perpetual Trustee Company Limited.
Procedures for the management and administration of the trust are set out in a compliance plan
lodged with ASIC. The compliance plan is overviewed by a compliance commitiee with a majority
of external members and is audited annually by an extemal auditor.

The diagram below illustrates ADIF's structure and the abovementioned stapling arrangement.
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Table 46: Structure of ADIF

[ Abacus Diversified Income Fund ]

— r Abacus Group Projects
[ Abacus Income Trust Stapled L | imited

—[ Properiy trusts ] [ Properly investmenis ]—
—[ Secured loans ] Developmert
opportunities
—[ Other property interests ]
[ Joird venturs projects ]—
Funding Abacus Group
Projects Limited activities

Source: Management information

AIT owns 100% of the ADIF Investment Trust, a unit trust that provides funding to development
projects or structured investments. Such lending is typically secured by morigages or property-
backed debentures. AIT indirectly owns 75% ot Abacus Independent Retall Properly Trust
{"AIRPT™)}, which iz a joint venture with Meticash Trading Limited (“"Metcash”}, which owns the
remaining 25% of AIRPT. The obiective of AIRPT is to acquire retail centres anchored by a long
term lease (o an {GA supermarket.

in Qctober 2004, AGPL formed and holds 75% of Abacus Mafson Holdings Pty Limited that in
wrn owns certain real property and management rights in the Rydges Esplanade Resort, Caimns
and associated apariments. AFM management has estimated that the management righis
acquired on purchase of the Rydges Esplanade Resort o manage and operate the apartments
within the complex have a life of 10 years based on existing management agreements with the
owners of the apartments.

8.3  The directors and management of AFM and AGPL

The members of the Board of Directors of AFM are detailed at paragraph 7.3 above. The
directors of AGPL are Dr F Wolf and Messrs D Bastian and L Lioyd. As the two entifies
comprising ADIF are managed externally by AFM, they do not have their own management
siruciure.

8.4 AIFRS

AT was a trust with a fixed life of 10 years. To be able {0 continue to classify the units as equity
rather than debt under the new AIFRS accounting standards, AlT’s constiiution has been
amended 1o remove ifs fixed life pursuant to ASIC Class Order 05/566 issued on 6 June 2005
giving relief to facilitate changes to constitutions of listed and unlisted regisiered investment
schemes without requiring a special resolution of members.

The responsible entity has advised Security Holders that the financial impact of AIFRS is not
expected to affect the future distribution policy of AIT. It has been the policy of AIT to align
distributions to eamed income as closely as possible so that in future, in determining distributable
income, any material non-cash income or expense items will be adjusted for in the calculation of
distributable profits.
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8.5  Financial history and Forecast

8.5.1 Statements of financial performance

Previously, no formal consclidation of AIT and AGPL to produce consolidated financial
statements for ADIF has been undertaken. APG management have provided us with pro forma
consolidated financial statements for ADIF for FY2004, FY2005 and a Forecast {for FY2006).
The table below sels out a summary of the ADIF consolidated statements of financial
performance:

Table 47: Statements of financial performance

Pro forma consolidated for the year ended Forecast Actual Actual
30-Jun-06 30-Jun-05 30-Jun-04
$°000 $'000 %000

income

Property relalad net income 16,561 10,783 7.462
Marigage related net income 3,051 3,922 2311
Net Share of Joint Veniurs Profits 1,838 g2 a4
Other Income:

- Bank irterest income 187 176 60

- Oiher income - 132 -

- Profit on sale of investments 79 1,696 -
Total Other Income 266 2,004 60
Total income 20,9415 16,792 8.927
Lass: Expenses

Amaertisation of Management Rights tRE: 40 -
Othar expensss 686 665 747
AFM management fees 1,815 1,348 430
Stibr-total 2720 2,053 1477
Net Financing cosls

- Amortisation of Finance costs 27 - 18
- Interest BExpenses - AT/ AMFE 1,311 1,451 2.282
- Interest BExpenses - Bank 7,430 5170 3.579
Total interest nosts 8,768 5,621 5879
Total expenses 11,489 8,674 7.056
Earnings before tax G427 8,118 2.870
Minority Interests

- Woilongong 1.6% (8 (6 {8
- AIRPT 25% &7 - -
- Rydyes Esplanade Resort 25% 413 72 -
Total minorily interests 17 i) {8}
Net profit bafore tax G444 8,184 2.863
come tax expenss {261} - -
Net profit available for Disiribution 9,183 8,184 2,863
Less: Distribution - AT $,400 8,130 3,357
Lass: Distribution - AGPL - - -
Petained Larnings {217 54 {474}

Source: Audited Hinancial statements and Managemert information
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8.5.2 AIT results

The following table dissects the revenue and results of the AIT business segments:

Table 48: AlT business segment revenue and net profit before tax

Year ended 30 June

Revenue

Property rertal
Sale of investments
Mongage financing
Interest income
Oiher

Total revenue

Results

Property rertal

Sale of investments
Mongage financing
Interest income
Borrowing costs

Total net profit pofore 1ax

PKF

2005 2004
$'000 $°000
14,787 9,138
16,175 0
4,189 2,506
311 82
448 0
34,910 11,706
10,334 6,514
1,365 0
3673 2,281
310 80
{7,335 (5.861)
8,347 2,794

Scurce: Audited financial statements

The net profit of AIT has grown from $2.8 milion in FY2004 io $8.3 milion in FY2005.
Additionally, the market values of assels increased $3.3 million in FY2005.

Apacus Property Group & Abacus Diversified Income Fund — Independent Expert’s Heport

11¢  ABACUS PROPERTY GROUP

49



8.5.3 AGPL resuits

The following table dissects the revenue and resulis of the AGPL business segments:

Table 48: AGPL business segment revenue and resulis

2005 2004
Audited Audited
Year ended 30 June $000 $000
Hevenues from hotel operations 4.525 0
Sale of investmants 539
irerest 1 4]
Other 82 G4
Carrying amount of investment properties disposed {460) £
Salary and employes benefits {2,000) 0
Cther expensas from ordinary activities {2,826) {17)
Profit from ordinary activities before tax {229} 77

Company income tax expsnse - -

Net profit/{logs) {229) 77
Net profit attributable to outside eguity interest 72 -
Net profiti{ioss) attributable to members of AGPL {157} 77
increase in asset revaluation reserve 326 -
Revaluation increment on disposed Investment propsrties 43 -

Total revenues, expenses, and valuation adjustments atiributable {o members
and recognised directly in egquity 368 -

Total changes in equity other than those resuiting from transactions with
members as owners 211 77

Source: Audiied financial statements
|

The operating revenue of AGPL largely arises from the hotfel business and the costs of the
company are also driven by the hotel business that it commenced operating in FY2005.

There is a small amount of revenue from non-operaling activities from the disposal of a
commercial suite ($539,000), some distributions from cther entities ($82,000} and a minimum
amount of interest received.
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8.6 ADIF distributions

ADIF historical and Forecast distribulions are as follows:
Table 50: ADIF historical and Forecast distributions

Taxable component

Discounted Total Tax
Distributions capital taxable Concessional Deferred
Year per security income gains distribution  Capital gains  component
ended/ing cents % % % % %

Jun-04 Actual . . 0.0 . 150.0
Jun-05 Actual & 28.7% 67.2%
Sep-05-Ctr Actual 42.9% 57.9%

1. ircome paid 1o ADIF securily-holders may be made up of distributions from the AlT and dividends from AGPL. To date.
ail income payments have been distributions from AIT.
2, Sep-05-Oir, Dec-05-Citr and Mar-06-Qir refer 1o the 3 months ended Septembper 2005, December 2005 and March 2006,

respactively.
|

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl 5

112 ABACUS PROPERTY GROUP



8.7  Statementis of financial position

at 30 June 2004, 2005 and 30 September 2006:

Table 51: Summary ADIF consolidated statement of financial position as at

PKF

The tabie below sets out a summary of the ADIF consolidated statements of financial position as

30 September 30 June
2005 2005
Unaudited Audited
$'000 $000
Assels
Cash 5,263 $,794 504
Receivables & other financial assels 5,458 6,004 1444
nvestments ir Joint Vantures 1,500 3357 -
fnvestment properies’ 200,879 177422 138,504
Maragement rights 1124 1,154 -
Morigage Loans (P&H 24,586 32,553 26,253
Total Asssls 238,900 222374 166,715
Les: Liabitities
Creditors and Accruals 4,639 3870 TH0
Provision for Distribution 2370 2342 1,252
Borrowings - Loan APG 18,880 14,567 290,556
Borrowings — Third pariy IREE] 7.692 -
Borrowings — Bank’ 103,086 §2.432 78.744
Total Liabilities 137,850 121,003 110,302
Net Assets 161,050 103,371 56.414
Equity
Capital Subscribed 102,258 102,183 60,223
tasue & finance cosis {5,122} {5.,054) {3,402)
Revaluation Reserve g 3673 -
Retained Earnings 2,934 {373) {4714}
Quiside BEquity 480 g3z 63
Unit holders’ Equity 161,050 101,371 56.414
Hrits on issue {(period end} 101,543,783 104,478,054 60,135,798
NA per security {$) 51.00 $1.00 $0.04
NTA per security {$)° $0.98 $0.99 $0.04
Gearing {borrowings: total assels) 54.8% 51.6% 65.0%
Note:
1. including owner-cccupied hotel properiy and plant & equipmerst
2. including Swap liability of $386,000
3. Excluding Properly managemerd righis

Source: Audiied financial statements and Managemert information
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8.7.1 Summary of property asseis

Set cut below are the properties and assets which comprise ADIF's property portiolio, together
with market values of the individual properties based on recent independent property valuations:

Table 52: ABIF's properties

Property/ Assels Y

Independent valuation

Book value JY
of ADIF shars property
of property JV property Value of
as at Vaiue of AT
30 Sep 05 100% interest interest
$ millions $ millions $ millions

Non JV independent
property valuation
$ millions Date

Interest

Abacis Incomsa Trust
tennons Plaza

Pydges Esplanads
Hesort

Kirgs Park
Noble Park
Oingiey
Stafford
Pinkenba 1
Pinkenba 2

Pitt 5t Car park
Wollongeng’
Chermside
Tamworth
Mertz Apartments
Campbelifield

Castiemaine 1GA
Gympie Market Place
faglehawk 1GA
Cobar

St George

Bathurst®
North Bundaberg
Wangaratta®

Rydges Esplanade
Hesort, Cairns

Cronuila

Total properties

LY
75

100
100
100
100
100
100
100
898.4
100
100
100
100

Abacus Retaii Property Trust (Metca

75.00
TH.00
75.00
75.00
75.00

75.00
75.00
75.00

Abacus Group Projects Limited

75.00

50.00

34.18
16.88

18.80
18.10
12.60
510
3.50
3.00
13.05
11.00
4.80
11.42
5.868
8.82

8.03
.35
8.17
1.24
3.1

3.48
5.68
3.00

112

150

2054

22.50

11.08

sh JV - 75% owned by Ai‘f)?'

7.5
T35
560
1.24
2.90

3.25
5.20
3.00

.00

3.00

16.88

10.82

3415

15.80
18.40
12.60
510
3.30
3.00
13.05

4.60
11.40
8.30
8.48

1.26

30-Jun-05
30-Jun-05

30-Jun-05
30-Jun-05
30-Jun-05
0B-Jun-05
30-Jun-03
30-dun-05
30-Jun-05
30-Jun-05
30-dun-05
30-dun-05
13-May-05
0B-Jun-05

H-Jud-05
30-Jun-05
H-Jud-05
30-Jun-05
0t-Sep-04

02-May-05
t1-Aug-05
21-Oct-05

30-Jun-05

04-Jun-03

AlT owns 98.4% of this property via an investment vehicle. Accordingly, 100% of the value is consolidated in
the AT accourds and a minority interest is separalsly deducted from equity.

Notes:
i Waollongong
2. Apacus Retail Property Trust

AIT owns 100% of this investment vehicle that in turn owns ¥5% of Abacus independent Relail Invasimant
Property Trust that owns the properiies. Accordingly, 100% of the value is consolidated in the AlT accounts
and a minority interest is separately deducted from equity.
3. Bathurst & Wangaraita
Values of $3.25 millior and $3 miliion for Bathurst and Wangaratia, respectively, ars based on a rental
guararies from IGA Distribution for the remaining term of the leases and a new lease of 15 years term and

ihe 10 year option, respectively, in respect of the supermarket only. No guararise is provided in respect of
ihe remaining speciality shops.

ABACUS PROPERTY GROUP
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Expenditure capitalised 1o properties

Book values include expenditure capitalised 1o properties that includes the cost of acguisition, capital and
refurbishment additions, and during development inciudes financing charges and related professional fees
incurred.

General Nota: The consolidated values inciuds capital expenditures afier the last valuation date, and in the
case of North Bundaberg, capitalised irterest.

Source: Management information

We note the following in relation {o the above:

»

AT owns 100% of the unils in the Abacus Matson Resort Trust which owns 75% of
interest in the real estate of the Rydges Esplanade Resort at 209-217 Abbot Street,
Caimns, QLD;

AiT owns 100% of the units in Abacus Retail Property Trust which owns 75% of the units
in  Abacus Independent Retail Property Trust which owns the Castlemaine,
Gympie Market Place, Eaglehawk, Cobar, St George, Bathurst, North Bundaberg and
Wangaraita properties;

the Bundaberg Metcash development site has been acquired since 30 June 2005 in an
arms-length transaction. As at 30 June 2005 and 30 September 2005, the invesiment
(including capitalised interest) and carrying value (al 100%) were approximately
$5.6 million and $5.7 million, respectively. A building contract has been entered into with
a third party builder to build a shopping centre on the sile. AIRPT expects 1o earn an
initial yield of 8% pa on the centre upon completion in 12 to 18 months time. Interest is
being capitalised into the carrying value of the project. No construction cosig have been
incurred yet, and none are currently Forecast for FY2006;

the Wangaratia property has been acquired since 30 September 2005 in an arms-length
fransaction and the purchase price and associated costs of acquisition have been funded
entirely by borrowings.  Accordingly, the net assels balance of ADIF as at
30 September 2005 is unlikely to change materially if account is taken of this acquisition;

AlT has a 300 year leasehold interest in the 109 Pitt Street, Sydney car park effective
from June 2003. The car park is sub-leased to Abacus Property Services Pty Limited, a
subsidiary of AFM, the manager of ADIF; and

the sale by AGPL of a 50% ocwnership interest in the “Spotlight” Shopping Centre at
147-157 Queen Street, Campbelltown, Sydney, was completed in August 2005.

8.7.2 Geographical exposure of property assets

Geographically, the property portfolio is all within Austrglia, spread over four states being
Queensland {43%:), New South Wales {29%), Vicioria (24%} and South Australia {3%). The class
of property is spread between retail {41%;), Industrial (39%), tourism {10%), commercial (7%} and
residential {4%;}.

8.7.3 Lease expiry profile

Set out below is the ADIF property lease expiry profile,
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Table 53: ADIF property lease expiry profile {by area}

Praportion of property portfolio by area

50.0%

50.0%

40.0%

30.0%

Area

20.0%

10.0%

0.0%

] -
Vacant 2006 2007 2008 2008 2010 241 2012 2018 ZH4 D

Financial year of lease expiry

Source: ARM

The above chart clearly highlighis the long-term feases that ADIF currently has in place.

8.8  Mortgage lending portfolio

The nature of the specialist lending conducted by ADIF is similar to that conducted by APG, that
is, what is known as “mezzaning” lending (refer paragraph 7.4.4 above}. We note that, whereas
in certain instances APG takes a position of both lender and “joint venture” equity investor, o
date, ADIF has only provided mortgage finance.

Total morigage loans outsianding (excluding accrued interest) were $24.6 million atf
30 September 2008, $27.7 million at 30 June 2005 and $23.7 million at 30 June 2004. Interestis
compounded monthly for all of the loans.

Table 54: Analysis of ADIF morigage portfolio

Quarter 6 months
ended ended
30-4un-04 30-Jun-05 30-Sep-05  31-Dec-05 36-Jun-06
Mortgages $000 $'000 5000 $000 $'000
Net Mortgage related ret income 2311 3.822 918 1.611 3,051
Morigage fund balance {iess accrued interast) 23,698 27,665 24,586 24,318 23,706
Source: ADIF

As at 20 September 2005 accrued interest amounted to approximately $2.8 million.

The mortgages are secured by real property asseis. As at 30 September 2005, repayment dafes
for loans were within 2 years. The weighted average interest rate for the loans was 13.9%pa
(2004: 13.9% pa). The average lpan principal as at 30 September 2005 was approximately
$3.6 million, with three loans having principal amounts of $5 million or more.
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The contribution to EBITDA from the mortgage portfolio was, and is forecast, as follows:
Table 55: ADIF morigage loans EBITUA contribution

Contribution for period ended/ing EBITRA EBITDA EBITRA
30 June 2006 30 June 2005 30 June 2004
Forecast Actuai Actual
% million % million % million
Contripution’ 3.4 39 23
Note Before apportioned operating expenses.
Source: ADIF

The reduction in the FY2006 forecas! income from that eamed in FY2005 resulis from the
assumed reduction in the total amount of ouistanding loans.

8.9  Projects and joint veniures
ADIF has conducted two joint venture investmenis with experienced property investors or
developers. These joint venture aclivities enable ADIF to participate in a range of property
related opporiunities with selected industry participants.  The contribution of joint ventures
investment activities to ADIF income has been, and is Forecast, as follows:
Table 56: Joint ventures net profit contribution {after development expenses)
Forecast Actual Actual
30-Jun-06 30-Jun-05 30-Jun-04
Contribution for period ended/ing $'000 $'000 $'000
Met share of Joint Venture profits 1,038 82 a4
Notes: Belfore apporiioned operating expenses
Source: ADIF
The contribution of the joint veniures income forecast for FY2006 arises from the following two
proiects, of which Spotlight Campbelltown was sold in the September 2005 quarter.
Table 57: Joint ventures net profit contribution {after development expenses)
Joint Venture Quarter
Spotiight Campbelitown Sep-05 538
Bando Rd Cronulla Jun-06 5030
Total 1,038
Notes: Before apporiioned operating expenses
Source: ADIF
|
We are advised that construction of the Bando Road Cronulia home unit development is expected
0 be completed by the end of 2005 and marketing of the units is due o commence in December
2005.
8.10 income tax losses - AGPL
Future income tax benefits arising from income tax losses of AGPL ($68,600) and a confrolied
entity of AGPL ($391,086)) have not been recognised at reporiing date as realisation of the
benefit is not regarded as virtually certain. This future income tax benefit will only be oblained if:
. fuliire assessable income is derived of a nature and of an amount sufficient o enable the
benefit to be realised;
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. the conditions for deductibility imposed by tax legislation continue o be complied with;
and
. no changes in fax legislation adversely affect the combined entity in realising the benefit.
8.11  Security Holders
There are 3,217 ADIF Security Holders, only one of which holds more than 0.6% of the issued
securities. That Security Holder holds 13.7% of the issued securities. However, that holder is a
master fund that holds the securities on behalf of investors in that fund. The total number of
issued ADIF securities as at 30 September 2005 was 101,543,783 and the top 20 Securily
Holders held 19,390,121 securities, or 19.1% of the fotal issued securities.
8.12 Strengths, weaknesses opportunities and threats analysis
Set out below is a summary of PKFCA's analysis of the above factors as they apply to ADIF:
Table 58: ABIF SWOT Analysis
Strengths Weaknesses
»  Well diversified property portioiio, = Current cost of equity relatively high.
. Strong manager — AFM has a track record of = Single ieases at many properties - most of which
suecessiul asset managesment. have baen purpose buill for the tenant.
= More than 79% of ADH's FYZ2006 net revenus is = [ifficull to acquire properties 1o enhance the size of
Forecast 1o be sourced from investment properiies the Fund without reducing sarnings per securily.
{including owner-occupied hotel property). *  Size is too smail to warrant listing en ASX.
= WALE of 6.3 years by income and 7.8 years by
area.
Opportunities Threals
. Joint venture with Metcash for acquisition of retail . ldentificatior: of suitable property transactions in the
properies iocal market, which is mature.
. Acquire additional invesiment properties, which - Some exposure to residential property through its
would increase rental income. mortgage loans and developmert activities.
. Growth and possible listing to provide liquidity. -
|
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9 PROFILE OF THE MERGED GROUP
9.1 introduction
A profile of the Merged Group is set out in this section, including;
. an overview of the:
- operations;
- management,
- capital structure and ownership;
- pro forma FY2005 and Forecast FY2006 financial information; and
. a summary of the expected financial implications of the Proposed Merger from the
perspective of APG and ADIF Security Holders.
9.2  Qverview of Merged Group
The Merged Group will aggregate the business activities of APG and ADIF which will result in
. for APG Security Holders - an increase in the size and diversification of APG’s present
activities; and
» for ADIF Security Holders:
- a significantly greater increase in the size and diversification as compared with
ADIF’s present activities;
- the introduction of funds management activilies; and
. for both entities - a change in the composition of eamnings.
9.3 Merged Group property investment aclivities
The property portfolio of the Merged Group would be more diversified in terms of property type,
property location and tenant concentration. The chart below sets oul the composition of the
Merged Entity property asset porifolio (by asset class):
Table 58 Composition of Merged Group Property Portlolio by asset class
45% ai%
@ 40% 36%
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oo g5y
- .é 10% _
& 3 5% 19 3%
3 t% 0% o — [ |
T8 % g _“é T %
g £ = & g
@ = @ G o
I
- 3
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Source: APG
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The diversification of the Merged Group property assets by asset class is superior to that of the
properly asseis of either APG or ADIF individually.

Set out below is a table which sets out the composition the Merged Group property asset porifolio
by geographic tocation:
Table 60 Composition of Merged Group Property Portiolio by geographic location

70% e
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Source: ARG

The diversification of the Merged Group property assets by property location is superior to that of
efther APG or ADIF individually. The lease expiry of the Merged Group's property portfolio as at
30 September 2005 is as follows:

Table 61 Merged Group lease expiry (by area)
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Source: ARG

The lease expiry of the Merged Group's property portiolio is extended as compared with APG’s
lease expiry, but shortened as compared with ADIF's lease expiry.
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9.4  Merged Group funds management
The Proposed Merger will internalise the management of ADIF and remove potential conflicts of
interest from the perspective of ADIF Security Holders. The Proposed Merger would result in
AFM reducing its level of external funds under management and reducing the net exiernal fees
received by the Merged Group as compared with APG's present position.
9.5  Property development and financing
i is possible that the Proposed Merger will improve the cost of capital to the Merged Group, as
compared with that available to APG or ADIF individually. This would make more projecis viable
in terms of meeting cost of capital minimum hurdle rates, or allow potentially greater net refurns to
the Merged Group.
9.6  Management of the Merged Group
As the management of both APG and ADIF is the same, the management of the Merged Group
will remain unchanged.
9.7  Capital Structure and ownership.
Based on the Merger Ratic and assuming no change in the current security holdings of APG and
ADIF, the top 20 Security Holders of the Merged Group and the number of securilies in the
Merged Group they would hold would be as follows:
Table 62: Merged Group Security Holders
Securities in %% of issued
Rank Name Merged Group Capital
1 Austrailan Executor Trustees Limited 45,373,326 0.8%
2 National Nominees Limited 38,920,449 8.6%
3 RBC Globai Services Australia Nomineas Py Limited 20,623,087 4.4%
4 Wastpac Custodian Nominges Limited 15,548,258 4.2%
5 Avarteos Invesiments Limited {and associated accounts] 17,464,083 3.8%
8 J P Morgan Nominess Australia Limited 13,569,536 2.8%
7 ANZ Nominaes Limited 11,726,907 2.5%
8 MLEQ Nominees Pty Limited 11,653,008 2.5%
g Tricom Nominees Pty Lid 8,161,778 2.0%
10 Assetinsure Pty Lid 4 683,465 1.0%
11 Cralg Securities (Mo 2) Py Lid 3,300,000 0.7%
12 Kendail Securities (No 2) Ply Lid 3,300,000 0.7
13 Piuteus (Mo 164} Pty 11d 2,730,646 0.6%
14 F M Woll Pty Limited 2,200,600 0.5%
15 Cogent Nominees Pty Lid 2,117,144 0.5%
16 Citicorp Nominess Pty Lid 1,923,015 0.4%,
17 Castiecrag Invesiments No 2 Pty Lid 1,886,800 0.4%
18 HSBC Custody Mominees {Austraila) Limited 1,740,600 0.4%%
19 Next Australia Pty Lid 468,000 0.1%
20 Irvia Custodian Py Limited 383,782 0.1%
Subtotal 213,793,771 46.0%
Other Security Holders 250,882,039 54.0%
Total securities outstanding 464,675,810 100.0%
Source: Computarshare, PRFCA analysis
________________________________________________________________________________________________________________________|]
The above iable indicates that no one person or entity would dominate the share regisier of the
Merged Group.
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9.8  Merged Group financial information

9.8.1 Historical and Forecast pro forma consolidated income statements of
Merged Group

Set out below are historical pro forma consolidated income statements of the Merged Group, on
both an AGAAP and AIFRS basis, for FY2005 and Forecast pro forma consolidated income
statemnent for FY2006 on an AIFRS basis:

Table 63: Merged Group consolidated pro forma income statements

Forecast Historical
June 2006 June 2005 June 2005
AIFRS AIFRS AGAAP
5600 $°000 $'000
Net Property Incoms 46,395 33,252 34,628
Net Morigage investment income 16,715 15,836 15,838
Net Fund management incoms 7.452 4611 4,611
Net Daveiopmert & invesimerst incomse 4 587 6,332 6,332
Earnings before interest, tax & amortisation 75,150 60,031 64,408
Net firancing costs {17.978) {12,956} {12,956)
Amortisation of intangibles {119 {403 {1,815}
Net Profit before tax, revaluations, minority interest 57,053 47,035 46,637
ircome tax {1,261) {223} {356}
Outside equity interests {129) 612) 612}
Net Profit before revaluations 55,663 46,2040 45,669
Change in fair value of investment properties - 16,625 -
Net Profit attributable to stapied investors 55,663 62,725 45 685
Distribution paid or payable {54,831 {44.856) {44 256%
Retained Earnings 832 17,869 813
Earnings per security — cents (basic) ¥ 11.08 15.96 11.62
Distribution per security — cents ¥ 11.80 11.40 11.40
istribution Summary {ex AIFRS revaluations):
Net profit before revaluations 55,663 46,200 45,669
Distributions paid & payable {54,831} {44,856) {44,856}
Retained Earnings 832 1,344 813
Note:
1 EPS and DPS for FY2005 are based on pro forma 393.0 millior: weighted average securities on issue for the
2ar.
2. EPS and BPS for FY2006 are based on pro forma 464.7 million weighted average securities on issue for the
yoar.

. ______________________________________________________________________________________________________________________|
9.8.2 Basis of preparation of Forecast pro forma consolidated income statement

The Forecast pro forma financial information was prepared based on an assessment of present
economic and operating conditions, and on a number of assumptions regarding fulure events and
aclions which are expected lo take place, including the key assumptions set out below. The
Forecast pro forma financial information was prepared on the basis of currently available
information and estimates. The Directors believe due care and attention have been used in the
preparation of the Forecast pro forma financial information and consider the assumptions 1o be
reasonable when considered as a whole.
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However, this information is not fact and Security Holders are cautioned not 1o place undue
reliance on the Forecast pro forma financial information. Please refer 1o paragraph 2.7 above for
details of the scope of PKFCA’s review of the Forecasts.

The pro forma financial information for FY2005 and the Forecast has been compiled as if the
Proposed Merger had occurred on 1 July 2004 {in respect of FY2005) and 1 July 2005 (in respect
of FY2006) and reflect, on pro forma basis, the impact of the matiers, evenis and transactions set
out in the paragraphs below.

Further defails of the Forecasts and the assumplions can be found in Section 5 of the
accompanying Explanatory Memorandum.

9.8.3 Key Forecast assumptions

The pro forma Income Statements for FY2005 have been compiled based on the historical

audited income Statements for FY2005 for each of APG and ADIF, adjusted for significant evenis

and lransactions since 30 June 2005.

The Forgcast pro forma income Statements for FY2006 has been prepared on the basis of the

assumptions detailed below.

General Forecast assumptions

The principal general assumptions upon which the Forecast financial information for each of

APG, ADIF and the Merged Group has been prepared are:

. continuation of existing operating strategy, which is {o achieve growth in relurns fo
investors through active management of the existing property portfolio and acquisitions of
new properties, growth in the funds management activities through establishment of new
investment vehicles, and coniinuing o iake advantage of investment opportunities in joint
ventures and other development activilies as they arise;

. no acquisitions or disposals of investment properties {other than acquisitions actually
completed since 30 June 2005 and included in the pro forma adjustiments outlined in
Section 5 of the accompanying Explanatory Memorandum and the continued sales of
strata unfts at 109 Pilt street, Sydney) have been incorporated into the Forecast
information.  However, Security Holders should be aware that, consistent with the
operaling sitrategy described in the Explanatory Memorandum, APG and ADIF are
actively seeking opporiunities {o add value through the acquisition of investment property
assets;

. nc material changes will be announced as regards the content of the currently issued
AIFRS standards and no new standards or other mandatory reporting requirements will
be issued that may have a material effect on the financial results;

. ne material changes in the taxation legisiation or current corporate tax rates that will have
a malerial impact during the Forecast period;

. no substantial changes in the exisling regulatory environment in which each of APG,
ADIF and the Merged Group will operate; and

» no substantial changes in each of APG, ADIF and the Merged Group’s competitive
environment.

in preparing the Forecast pro forma consolidated income statement for the Merged Group, all

inter-entity fransactions between APG and ADIF have been eliminated. A summary of the

eliminations is set out balow:

. elimination of property management fees and asset management fees charged by
APG to ADIF;
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. glimination of property acquisition fees and performance fees charged by APG fo ADIF;
and
» elimination of interest charged by APG to ADIF on loan funds advanced by APG.

in addition, brokerage commissions payable to Financial Advisors in respect of capital raised by
ADIF have been eliminated as they will no longer be payable.

Net properly income

Net property income comprises gross property rental income, recoveries from lenants and other
ancillary income from investment properties, less direct property related expenses and outgoings.
Forecast property rental income is based on existing leases and, where applicable, Forecasts of
changes on review and renewal based on existing lease terms. Factors taken info account in
determining Forecasi changes include:

. market conditions in the asset classes in which APG and ADIF operate;
. aconomic conditions, including CPI growth rates and general economic growth rates; and
. lease renewals, either to existing tenants or alternative tenanis at market rates. Where

appropriate, allowance is made for vacancy provisions and incentives.

Property expenses and ouigoings are Forecast on a properly by property basis and allow for both
recoverable and non-recoverable expenses and oulgoings. Recoverable expenses iypically
include expenses that directly relate 1o the operation of the property, such as cleaning, rates and
taxes, light and power, repairs and mainienance, securily, insurance, property management and
supervision and other sundry expenses. Non-recoverable expenses typically include such ftems
as leasing costs and legal fees.

Net property income includes an allocation of indirect APG, ADIF or Merged Group overhead
expenses incurred. The method of allocating these overheads is consisient with that adopted in
previous years.

Net mortgage investment income

Nel morigage invesiment income largely comprises interest eamed on properly related
morigages less cerlain direct expenses incurred in relation to the loan porifolio and, in respect of
ADIF where applicable, performance fees payable fo APG upon meeting certain benchmark
returns.

Forecast interest income is based on mortgage investment loans existing as at 30 June 2005 and
their respective terms and inlerest rates, adjusied for pro form net repayments of morigage loans
since 30 June 2005. Where morigages have been repaid since 30 June 2005, or are due to
expire during the Forecast period, no reinvesiment of proceeds of nel repayments has been
assumed.

Net mortgage invesiment income includes an allocation of indirect APG, ADIF or Merged Group
overhead expenses incurred. The method of allocating these overheads is consistent with that
adopted in previous years.

Net funds management income

Net funds management income typically comprises properly management fees, funds
management fees, performance fees, consulling fees and income, acquisition and due diligence
fees, capilal raising fees and other ancillary income.

The Forecasts only include income thal is considered 1o have a relatively high degree of certainty
as to its derivation.
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Net funds management income includes an aflocation of indirect APG overhead expenses
incurred. The method of allocaling these overheads is consistent with that adopted in previous
years.

Net development and investment income

Net development and investment income fypically inchudes the share of equily accounted
development joint venture profits and any change in net market value of cerfain investments.
Forecast net development and investment income is based on fransactions completed to date
and assumed profits that have a relalively high probability of realisation in relation o equily
accounted development joint venture profits and market values of investments accounted for at
net market value.

Net development and investment income is reporied after allocating indirect APG, ADIF or
Merged Group overhead expenses incurred. The method of allocating these overheads s
consistent with that adopted in historical periods.

Net financing costs

Nat financing costs represent net borrowing costs, being the market interest rates plus borrowing
margins and fees, for both APG and ADIF’s interest bearing debt porffolio. The Direclors believe
that there is no reasonable basis on which to make Forecasts in relation to future interest rates,
or general market conditions and thal these are matters ouiside their control.  Accordingly, the
Directors are unable o accuralely quantify the impact of these unknown conditions on the
Forecast financial information.

Net interest expense takes into consideration the following factors:

. inferest bearing debt existing at 30 June 2005 and the maturity profile of that debi;
. interest rate swap arrangements existing at 30 June 2005;
. the impact of pro forma net adiusiments on the interest bearing debt portfolio,

e.g. increases in external debt o assist in the funding of newly acquired investment
properties and decreases in exiernal debt utilising the proceeds of recent capital raisings
and other available cash reserves;

. Forecast capital expendifire for existing and pro forma adjusted investment propertias.
The Forecast assumes that APG, ADIF and the Merged Group will fund required capital
expendiiure by ulilising available cash reserves or unused interest bearing debl facitities;

* the refinancing of existing debt facilities as they mature, based on existing borrowing
margins and line fees. H is assumed thal the exislting borrowing marging for both
APG and ADIF on a stand alone basis will remain unchanged over the Forecast period
and the Merged Group will pay the existing borrowing margins; and

. there is no Forecast of movemenis in marke! values of derivatives as the Direclors
believe that there is no reasonable basis on which o make Forecasts in relalion o future
interest rates, or general market conditions and that these are matters outside their
control. Accordingly, they are unable o accurately quantity the impact of these unknown
conditions on the Forecast financial information.

Amortisation of infangible assels
Under AGAAP, APG amortised the goodwill relating to the acquisition of AFM.

Under AIFRS, goodwill will no longer be systematically amortised but rather be subject 1o annual,
or more regular, impainment tesling. 1t is assumed that the carrying value of APG’s goodwill will
not be impaired and subject to a write down against profit.

Management rights are subject 1o fixed term conlracis and accordingly, will continue to be
amortised over the life of the management contract.
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No changes in future valuations of properties have been assumed for the Forecast period as
Directors believe that there is no reasonable basis on which o make Forecasis in relation to
future capitalisation rates, property yields or general market conditions and that these are malfers
ouiside their control. Accordingly, the Directors are unable to accurately quantify the impact of
these unknown conditions on the Forecast financial information.

Changes in fair value of investment properiies

Distribution paid and payabie

Distributions paid and payable by APG are based on securities on issue at 30 June 2005,
adjusted for additional securities issued in August 2005 afier the completion of the capital raising,
at the distribution rates set out in paragraph 2.8.5 below.

Distributions paid and payable by ADIF are based on securiies on issue at 20 June 2005
(ADIF was closed to new capital on 17 December 2004) at the distribution rates set out in
paragraph 9.8.5 below.

Tax Expense

Tax expense has been forecast on the assumption of no legislative changes to the current
taxation laws. Under current income fax legislation, AT and AIT are not liable for income tax
provided they distribute their taxable income to Security Holders each year. 1t is assumed that
both AT and AT will distribute sufficient net income 1o ensure neither will be liable for income tax.

Under AIFRS, deferred tax expense is recognised based on the differences between tax values
and book values in the Forecast period. Given no asset revaluation has been Forecast, no
material change to deferred tax expense is assumed as a resull.

9.8.4 Sensitivity analysis

As indicated in paragraph 9.8.2 above, the consolidated pro forma Forecast may not be met for a
variety of reasons. A number of risks that could impact the Forecast results of the Merged Group
are summarised in paragraphs 9.8.3 above and 10 below.

APG management have estimated the sensitivity of the Forecast pro forma financial information
ot the Merged Group o variations in a number of key assumptions. The changes in each of the
variables have been calculated in isolation from changes in other variables over the full year. in
praciice, changes in variables may offset each other or may be incremental, and it is possible that
the Merged Group would respond fo any adverse change in one variable by faking action fo
minimise the net effect on the resulis of the Merged Group.

Set out below is a summary of the sensitivity analysis conducted. The impacts of the sensitivities
below apply equally to both favourable and unfavourable movemenis in assumptions.

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl 65

126 ABACUS PROPERTY GROUP



PKF

Pro forma Forecast

Table 64: Merged Group sensitivity analysis

FY2006
%000
Pro forma Forecast consolidated net profit after tax 55,663
impact of movement in interast rates of 0.25% pa on unhadged finrance charges 86
Movemerd in operating expanses by 2.5% 176
Movemerd in non-management fee funds management income by 5% 261
ovamerd in development & invaestment income by 5% 194

Source: Explanatory Memorandum

in addition, included in Section 5 of the Explanatory Memorandum is a sensitivily analysis on the
basis of assuming that APG or the Merged Group may underiake a capiial raising to assist in the
funding of acquisitions of investment property and other invesiment opportunities that may arise
in the ordinary course of business aclivities.

The table below is exiracted from Section 5 of the Explanatory Memorandum and sets out APG's
comparison of certain financial outcomes assuming APG or the Merged Group undertock g
capital raising of approximately $90 million. Under the ASX listing rules, APG may issue up fo
15% of the current number of APG securities in any 12 month period without APG security-holder
approval plus it may issue further APG securities under a Security Purchase Plan. For the
purposes of the sensitivity analysis, the additional capital is assumed fo earn at least the pro
forma distribution rates of APG and the Merged Group for the vear ending 30 June 2006 and
accordingly agsumes ho nef impact on Earnings per security or Distribution per securily.

Table 65: Capital raising sensitivity analysis

Current pro forma with pro forma impact of
$580 million additional
capital
APG stand Merged APG stand Merged
alone Group alone Group

Net assets ($ million;’ 4531 551.8 541.8 540.3
Net asset backing per security {3} .18 1.18 1.20 1.2
Net tangible assets per security {$) 1.00 1.12 1.13 115
Gearing % z 238 30.5 20.7 275
Securities on issue (millon} ' 38585 4647 449.8 528.0
Note:
1. Assumes an additional §4.3 million securities issued at $1.40 each (380 mifiion equity capital raised)
2. Assumes equity capital raised is invested in other assets apart from cash for the purposes of calculating the

net debt gearing ratio

Source: Explanatory Memorandum
|

Further detalls of the sensiiivity analysis may be found in Seclion 5 of the
Explanatory Memorandum.

9.8.5 Distribution policy
PKFCA has been advised that APG, ADIF and the Merged Group will seek to distribute, at a
minimum, the net taxable income of gach of AT and AlT and accordingly, under current tax
arrangements, the trusis shouid not then be liable for income tax. In addition, distributions may
inciude other amounts that the Directors determine should be faken into account, for example
cerfain gains and losses and other items as considered appropriate.
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it is noted that Security Holders in the Merged Group may receive distributions or dividends from
any or each compaonent of the stapled security L.e. from any or all of AT, AlT, AGHL and AGPL. H
is the Directors intention thal these combined distributions will be paid guarterly within iwo
months of the end of each quarter.

Distributions payable fo the Security Holders may also be adjusted for the impact of adoption of
AIFRS. Under AIFRS, the income siatement will now include a number of new items that
previously may not have been taken into account for the purposes of determining distributions
payable. Reported net profit after tax may be significantly impacted by future changes in the fair
value of investment properties and movemenis in inferest rates that may impact on the mark to
market value of the Merged Group's financial derivative instruments and related ireasury
arrangemenis.  As such, Security Holders should be aware that these ftems may infroduce
considerable volatility into the reported earnings of each of APG, ADIF and the Merged Group. in
particular, the following items may significantly impact reported net profil after tax but are
expected, as a general rule, to be adjusted for the purpose of determining the distribution payable
1o investors:

. unrealised changes in the fair value of investment properties (both increases and
decreases) required to be reported in the Income Statement; and

» unrealised changes in the fair value of derivative financial instruments {(both increases
and decreases) required o be reported in the Income Statement where they do not
satisfy the requirements for hedge accounting.

Distributions payable for the December 2005 and March 2006 quarters

As the effective date of the Proposed Merger is expected (o be 1 April 2008, distributions payabie
by APG and ADIF for the quarters ended 31 Cecember 2005 and 31 March 2006 to investors
who hold securities on the respeclive “record dales” are expecied to be paid in early
February 2006 and May 2006, respectively.

Existing Security Holders in APG and ADIF are forecast to receive the following distributions:
Table 66: Forecast quarterly distribution distributions
Quarter ended APG ADIF

Centis per security

31 December 2005 2.800 2.3125
31 March 2006 3.000 2.3125

PKFCA notes that APG has announced an increase in the distribution per security payable to
APG investors from 1 January 2006 1o 3.0 cents per security for the quarter ending March 2006.

For the purposes of preparing the Merged Group Forecast pro forma income statement,
distributions 1o investors in the Merged Group are forecast 1o be 11.80 cents per securily
le. 290 cents per security in respect of the quariers ended 30 September 2005 and
31 December 2005 and 3.0 cents per security for the quarters ended 31 March 2006 and
30 June 2008. PKFCA notes that i the Proposed Merger proceeds, distributions payable fo
investors in the Merged Group are forecast to be 12.0 cents per security {on an annualised
basis}).

Tax deferred distributions

Tax-deferred distributions from a frust primarily arise from property investments which attract
building allowances and depreciation allowances for income fax purposes available to a frust, and
additionally, any distribution of capiial.
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Tax deferred distributions are nol assessable when racelved unless and until the total amount of
tax-deferred distributions received by a unit holder exceeds the cost base of their units in the
trust. For CGT purposes, amounis of {ax-deferred distributions received reduce the cost base of
a unit holder's units in the trust and therefore affect the unit holder's capital gain / loss on disposal
of their units. Once a unit holder's cost base in the relevant units is exhausted, the tax-deferred
component of distributions will give rise to an immediate capital gain and be taxable in the hands
of the unit holder.

income paid to APG investors may be made up of distributions from AT and dividends from
AGHL. To date, all income payments have been distributions from AT.

income pald to ADIF investors may be made up of distributions from AIT and dividends from
AGPL. To date, all ncome payments have been distributions from AIT.

The proposed Stapling Distribution reduces the existing cost base of AT units & Restructured AIT
units.

An cbijective of APG management is {0 ensure that the Stapling Cistribution should not be greater
than lowest cost base of AT unit holders and Restructured AIT unit holders, as CGT would be
payable immediately by such unit holders in such circumstances.

Management's analysis indicates that the Proposed Merger achieves this objective.

The Stapling Distribution paid by AT to acquire Restructured AlT units seis the cost base of the
Restructured AlT units and the Stapling Distribution paid by AIT fo acquire AT units sets the cost
base of the AT units. Future Tax Deferred Distributions will reduce the cost base of unils in geach
frust over time.

Historical APG and ADIF consolidated statements of financial position and
Pro forma Balance Sheet of Merged Group

The following able sels out:

* summarised pro forma consolidated Balance Sheets of each of APG and ADIF, compiled
on an AIFRS basis, as at 30 June 2005. The consolidated Balance Sheets reflect, on a
pro forma basis, the material evenis and transactions that have occurred since
30 June 2005 as summarised below. These pro forma Balance Sheets have been
compiled as if the Proposed Merger had not been transacted; and

. a summarised pro forma consolidated Balance Sheet of the Merged Group, compiled on
an AIFRS bagsis, as at 30 June 2005 (that is, the Pro forma Balance Sheet). The Pro
forma Balance Sheet has been compiled as #f the Merged Group had been merged at
30 June 2005 and reflects, on a pro forma basis, the malerial events and transactions
that have occurred since 20 June 2005, as summarised below and merger adjustiments
summarised in Appendix 3.
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Table 67: Pro forma Balance Sheet as at 30 June 2005

Stand alone Merged Group
AIFRS
$'000

Cash 1,570 5,008 5978
Investment properties 380,438 185,708 545,781
Property, Plant & Equipment 133 17,818 17,851
Equity accounted investments 13,763 1,500 15,263
intangible agsets {net) 32,384 1,154 33.548
Other financlal asssats 189,713 23,778 192,621
Other assels & recaivabies 14,264 5,861 24,478
Total agsets B17,275 240,828 835,620
Liabitities
Creditors & Accruals 5,528 4,108 9,444
Barrowings 147,383 133,908 260,510
Other liabiiities 11,280 2,594 13,884
Total abilities 164,201 140,698 283,843
Net asseis 453,074 106,130 551,777
Equity
Net contribided capital 406175 §7,138 582,046
Ratainad earnings 48,066 2,059 45,566
Quiside equily interests 1,833 8932 2,765
Total Equity 453,074 106,130 551,777
Net assels {§)

Per standaione security ™ 1.18 0.99 -

Per Merged Group security ™ - - 1.19
Net tangible assets {§)

Per standaione security ™ 1.00 0.98

Per Merged Group security - - 112
Net debt gearing (%) © 23.6% 53.6% 30.5%
Note:
1. Based on pro forma 385.5 million APG securities and 1015 million ADIF securities on issue.
2. Based on pro forma 464.7 millior: Merged Group securities on issue.
3. Calcuiated as gross borrowings less cash divided by total assets.

The Pro forma Balance Sheet set oul above has been complied as if the effective date of the
Proposed Merger had occurred on 30 June 2005 and comprises an aggregation of the audited
balance sheets of APG and the entities composing ADIF as at 30 June 2005, adjusted for the
accounting treatment of the transactions referred to below:

. inter-entity assets, liabilities and equily balances have been eliminated on gonsclidation,
including:
- morigage investment funds advanced by APG 1o ADIF;
- receivable/payable balances between the eniities on inter-eniity transactions

arising from management fees, advisoty fees, property management changes,
performance and acquisition fees;
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- acquisition fees capitalised into the cost of investment properties on acguisition in
ADIF but returned as income in APG; and

- capital raising and advisory commissions taken directly 1o issue costs in ADIF but
retumned as income in APG.

» the effect of significant transactions which have occurred subsequent o 30 June 2005,
inciuding the following:

APG

- impact of the APG capital raising of a net amount of $52 million completed in
August 2005 {an additional 42.6 million APG securities were issued);

- advancement of net funds to / (from) Abacus associated fund management
vehicles ahead of retail equity capital raising ($39 million} and repayment of bank
debt ($30 million);

- acquisition by APG of two additional investment properties ($8 million};
- net mortgage investment foans written ($5 million); and

- impact of adopting AIFRS 138 fair value of interest rate swap instruments
increased borrowings and reduced refained eamings at 30 June 2005 by
$5 mitlion.

ADIF

- direct acquisition by ADIF of an investment property (39 million] and acquisition
by a 75% owned subsidiary of 4 investment properties ($17 million};

- raising of external debt funding for property acquisitions {$12 million};

- raising of internal debt funding from APG1o assist in financing property
acquisitions, net of repayments ($6 million};

- completion of the sales of a joint venture asset {(Spotlight Plaza) and a
commercial suite in Caims and receipt of share of proceeds on sale ($2 million);

- receipt of proceeds of net repayment of mortgage invesiment loans ($9 milliony;
and

- impact of adopting AIFRS 138 fair value of interest rafe swap instruments
increased borrowings and reduced refained earnings at 30 June 2005 by
$1 mitlion;

. a long term deferred 1ax liability of $0.1 million has been recorded in APG under AIFRS,
principally recognising, for the first time, differences in book values and tax values of
investment properties in AGHL. This deferred 1ax liability was previously not required to
be recognised under AGAAP and is not expected 10 be realised or affect the distribution
paid or payable;

. Forecast merger cosis amounting o $0.6 milion have been faken directly fo issue costs
in equity in the Pro forma Balance Sheet on the assumption that the Proposed Merger
proceeds; and

» APG has entered into a Facility Agreement to provide up to $15.5 million in foan funds to
ADIF to enable it to meet its obligations under a construction coniract for a shopping
centre in Bundaberg, Queensland over the next 12-18 months.
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Set out below are the key areas where accounting policies are expected to change on adoption of
AIFRS, including the estimaled financial impacts on total equity as at transition date
(30 June 2005) and on net profit for the year ending 30 June 2006:

. classification of units in rrusts: in Oclober 2005, the trust deeds of AT and AlT were
amended regarding the life and distribution policy of the trusts, resulling in the
reclassification of units from a Hability 10 equity. These amendmenis resull in nel assels
atiributable to Security Holders being classified as equity and returns 1o Security Holders
being disciosed as distributions payable af reporting date;

9.9.1 AIFRS impact on key accounting policies

. investment properties: Under AASB 140 lnvestment Property, the underlying interests in
the invesiment properties are initially brought to account al cost plus aecquisition costs.
Subsequent to inilial recognition, all invesiment properties will be recorded at fair value.
Any change in the valuation of the investment properties will be recorded as an
unrealised gain or loss in the income statement. Under AASB 140, investment
properiies, including any plant and equipment, are not subject to depreciation.
Depreciation allowances in respect of certain buildings, plant and equipment are currently
available to investors for taxation purposes;

. Financial Instruments: Under AASB 132 Firancial instruments: Disclosure and
Presentation and AASB 139 Financial Instruments: Recognition and Measuremert,
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 frading will be accounted for at amortised cost using the effective interast
method.

APG and ADIF have, and the Merged Group will have derivative instruments in the form
of interest rate swaps 10 hedge exposures 1o interest rate movements. Under AIFRS, all
derivative financial instruments, whether used for hedging purposes or not, are required
to be carried on the balance sheet at fair vaiue. Gains or losses on changes in the fair
value of derivalive financial instruments must be recognised in the income statement
except where they are accounted for as hedges. Under AIFRS, derivative contracts that
do not qualify for hedge accounting will resuft in increased volatility in earnings, as
changes in the fair value of these derivalive contracts will be recognised in the Income
Statement. in order to qualify for hedge accounting, strict requirements must be satisfied.

At 30 June 2005 the APG interest rate swap agreements were valued at $4.9 milkon
which will decrease relained eamnings at 1 July 2005, At 30 June 2005 the ADIF inlerest
rate swap agreements were valued at $1.2 million which will decrease retained earnings
at 1 July 2005.

There are no forecasts of movemeants in marke! values of derivatives as the Directors
believe that there is no reasonable basis on which {o make Forecasts in relation to fulure
interest rates, or general market conditions and that these are malters cutside their
control.  Accordingly, the Directors are unable to accurately quantify the impact of these
unknown conditions on the Foracast financial information.
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. Revenue recognition: Under AASB 118 Reveriue the revenue recognition criteria in
relation to the sale of goods include requirements thal the entily has transferred lo the
buyer the significant risks and rewards of ownership of the goods and thaf the eniity
retains neither continuing managerial involvement 1o 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 an unconditional contract of
sale. AASB 118 is likely to result in profit on sale of invesiment properties being
recognised on sefflement of sales.

. Goodwill: Under AASB 3 Business Combinations, goodwill will no longer be amortised
annually but instead will be sublect to impairment testing under AASB 138 Impairment of

Assels.
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10.1  Introduction

The value of the assets, Forecast financial performance and distributions are not guaranteed by
APG, ADIF, PKFCA or anyone else.

Security Holders should be aware that the future level of income and capital distributions and
investors’ fotal refurns may be influenced by a number of factors, some or all of which are outside
the control of the entities and PKFCA. Set out below are examples of some of these factors or
risks. Further details of risk factors are set out in Seclion 4 of the Explanatory Memorandum.

10.2 General Risks

10.2.1 Economic conditions

The performance of an individual property or a property portfolio in general may be affected by
local and broader economic conditions, including variables such as consumer spending,
household creation, business investment, inflation, interest rate variations, taxation {including
direct tax, stamp duty, land tax) and investment market performance generally.

The demand for property by both tenants and investors may be affeclted by the general economic
conditions relevant to any individual property or a property portfolio in general.

10.2.2 Competition, socio-economic and demographic factors

The entry of competing properties info the marke! where the properties within the property
portfolio of APG or ADIF are located may affect rental income. Similarly, changes to the socio-
economic and demographic make-up of the locations in which the properties are situated may
aiso affect the rental income.

10.2.3 Stock market risks

The price at which securities in APG or the Merged Group trade on the ASX may be determined
by a range of facltors including:

» changes in local and infernational stock markets;

» inflation;

. changes in interest rates

. general economic conditions;

. changes 1o the compilation of indices;

. changes in government, fiscal, monetary and regulatory polices; and

. changes in the supply of listed property investment vehicles’ securiies.

in future, one or more of these factors may cause APG or Expanded Stapled Securities to trade
below current prices. In addition, the stock market can experience price and volume fluctuations
that may be unrelated or disproportionate to the operaling performance of APG or the
Merged Group.

10.2.4 Taxation

Proposals {o alter taxation laws are often considered by relevant governmenis and any changes
coutd impact on the distributions from the entities and the value of the securities.

fnvestors should note that Australian {both federal and state government) lax laws are complex
and are subject to change. The views and the Forecasts in this report are based on the
understanding of the law current at the date of this report.
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Taxation comments in this report are general in nalure by necessily. They only apply 1o
Australian residents and do not take in to consideration the characteristics of individual investors.

10.2.5 Insurance

While the entities have expressed confidence in their abilily to arrange appropriate insurance for
the risks associated with ownership of the properties, there is no certainty that such insurance wi
continue 1o be available or that the cost of insurance premiums will not change.

Further, while the entities arrange insurance with insurance companies believed to be reputable
and solvent, there is no certainty that this will prove 1o be case should a future claim be made.

The above may affect the future earnings and capital values of the entities.
16.2.6 Property

Generally

The risks commonly associated with property investiment and development, include fluctuations in
the property market, government regulation and natural disasters, solvency of builders,
opportunities for cosis overruns on deveiopment projects and risks associated with achieving
expected prices on disposal of investment and development properties.

Specific risks

Ensuring a diversity of properties assists 1o mitigate the effect of the following specific risks which
may impact both on the underlying property value and alsc security-holders’ distribution levels.

Property-specific risks include:

. levels and terms {e.g. rental} of occupancy;

b performance of APG as manager in a specific location;
. capital expenditure requiremenis;

b development and refurbishment risk;

. anvironmental or compliance issues;

. changes 1o government and planning regulations; and
. property destruction or damage.

10.2.7 Returns from investment

Returns from investment in real property depend largely upon the amount of rental income that
can be generated from the properly, the expenses incurred in operations, including the
management and maintenance of the properly, as well as changes in the market value of the
property. Factors which may adversely impact these returns inchude:

. the overall conditions in the national and local economy, such as growth in gross
domestic product, employment frends and the level of inflation and interest rates;

. local real esiate conditions, such as the level of demand for, and supply of, retail
commercial and industrial space;

. the perception of prospeciive fenanis of the allractiveness, practicality and convenience
of rental space;

J changes in tenancy laws,;

. externat factors including major world evenis such as war, terrorist altacks or force
majeure evenis; and

. unforeseen capital expenditure,
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10.3 Specific Risks

10.3.1 Manager risk

The expertise of APG as manager of the eniities in the sourcing, acquisition and ongoing
management of the assets and funding arrangements is crucial to the success of the entities.
APG is an experienced property investor, manager and developer lsted on the Australian Stock
Exchange. APG could be taken over or could be replaced as the manager of ADIF. A
replacement manager may or may not have the same level of experiise.

10.3.2 Future acquisitions

APG and ADIF / the Merged Group intend to make further acquisitions. The rate at which the
entities would grow will depend on market conditions and the availability of suitable acquisition
opportunities. Future distributions may be affected by such actions.

10.3.3 Leasing terms and tenant defauits

The future financial performance of APG, ADIF and the Merged Group will depend, in part, on
their ability to continue 10 lease existing retall, office, industrial and hotel space that is vacant or
becomes vacant on expiry of leases, on economically favourable terms. In addition, the ability to
lease new asset space in line with expected lerms will impact on the financial performance.

10.3.4 Ability of major tenanis o meet rental commitments

The ability of major tenants to meet thelr rental and other contractual commitments (such as in
situations of bankruptey, insclvency or closure of their businesses) may have an adverse impact
on the income from properties, which may result in an adverse impact on the financial
performance of APG, ADIF and the Merged Group.

10.3.5 Mortgage lending

An investment in APG, ADIF and the Merged Group is/will be subiject o the risks of property
backed morigage lending. Given security for mortgages is typically based on real property, many
of the risks noted above affecting the value of underlying property security and ability of owners to
generate expected refurns and risks associated with development projecis are applicable in
relation to the risks of morigage tending.

10.3.6 Funding

The property investment and development seclor is highly capital intensive. The ability of APG,
ADIF and the Merged Group 1o raise funds (equity or debt} on accepiable terms will depend on a
number of factors including capital market conditions, general economic and pelitical conditions,
the performance of APG, ADIF and the Merged Group, and credit availability. Changes in the
cost of current and fulure borrowings and equity raisings may impact the eamings and the
avaflability of funding for new acquisitions and projects or increase the refinancing risks as debt
facilities mature.

APG and ADIF access and the Merged Group will initially access and utilise the bank market for
debt funding. Any downgrade of the bank credit assessment of APG, ADIF and the
Merged Group may increase overall debt funding costs and adversely affect access to debt
funding and the terms on which that funding is offered.
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10.3.7 Finance risk

Gearing

Gearing enhances the potential for capilal gain if the entities’ properties increase in value.
However, | may also increase any capital loss in the event that the value of the properties falls
compared 10 an investment in a property investment vehicle that has no borrowings.

A lender has no obligation to roll over a loan at the end of the term. There is no guarantee that
future loan funds may be oblained or be obtained at competitive interest rates af the time that
borrowing facilities are to be refinanced.

interest rafes

The entities have either borrowed at fixed rates or hedged a signiticant proportion of their floating
interest rate borrowings fo fix the interest rates on the borrowing facilities for various terms.
However, the entities have an exposure o movements in interest rates on the unhedged
proportion of their borrowings and upon refinancing of maturing fixed rate loans and the expiry of
hedging facilities. Generally, the above protections are against increases in interest rates. Of
course, if interest rates fall after entering into such arrangements, the relevant entities would
suffer an opportunity loss.

10.3.8 Land values

Evernts may occur from time o fime that affect the value of land or development costs which may
then impact the financial returns generated from particular property related invesiments,
businesses or projects; for example, unanticipated environmental issues.
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11 VALUATION OF APG

11.1  Overview of methodology

Set out in Appendix 2 Is a summary of the various methods PKFCA has considered in the course
of arriving at our valuation conciusions for APG. Qur assessment of the appropriate methods
applicable 1o the valuation of APG is sef out below.

11.2  Approach

PKFCA has valued the APG by the net realisable value method of valuation. This approach is
necessifated by the different characteristics and risk and retum profiles of each of APG’s major
businesses/assets, comprising:

. the APG property investment business (“APG Property Portfolio”);

. the APG morigage lending business (“APG Mortgages™);

. the APG funds management, property development and financing business (*AFM"}; and
J other APG assels.

For the purposes of this report, we have assessed the value of a security in APG on a minority
interest basis.

Once the value of each component of APG's assets has been determined, the value of interest
bearing debt is deducied to arrive at an equity value for APG. This equity value has then been
divided by the total number of APG securities {0 arrive at value per APG security on a minority
interest basis. The overaill approach is to value APG as an entity on a going concern basis, with
no deduction for sale or transaction costs.

PKFCA has considered the reasonableness of the APG value per security derived from the above
by reference 1o the APG value per security observed from recent ASX trading in APG securities.

Qur approach to valuing each of the major assets of APG is discussed below:

11.2.1 APG Property Portfolio

PKFCA has valued the APG Property Portfolic based on an assessment of market vaiues of the
properties held. PKFCA notes that recent independent valuations of most of the properties were
prepared by registered property valuers. PKFCA has also considered the applicability and size of
a “Portfolio Premium” on the basis that, in the current market, a vaiue for a portfolio of assels is
likely 10 be greater than the sum of the values of the individual assets. We have termed such a
value a "Portfolio Premium”. This is discussed further in paragraph 11.5 below.

11.2.2 AFM - funds management

PKFCA has valued AFM funds management by reference o the capitalisation of future
maintainable earnings, as AFM has a demonsirated track record of earnings, which in our opinion
is maintainable.

The value of AFM obtained has been cross checked by reference o the percentage of FUM paid
for fund managers which is used in ihe industry as a benchmark for the value of funds
management businesses.

11.2.3 APG Mortgages

We have also considered whether it is appropriale 1o allow some value for the morigage portfolio,
over and above the carrying values of the loans.
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11.3 Valuation of APG Property Portfolio

11.3.1 Summary of property valuations

Set out below are the properties that comprise APG's Property Portiolio, together with market
values of the individual properties based on independent property valuations:

Table 68: APG Property values

Book Vaiue independent PKFCA
Ownership as at properly Independent adopted
intergst 30 September 20605 valuation property value
Property o $ million % million valuation date $ million
Ashfisid Mall 100 98.94 99.3 30-Jun-05 99.30
Ashfield retail 100 7.85 5.9 30-Jun-05 7.85
Epping Office Park 100 44.00 44.0 30-dun-03 44.06
Milier Street 100 38.67 38.5 30-dun-03 38.87
tiverpool Plaza 100 33.20 328 30-dun-03 33.20
Liverpool 100 7.58 7.3 05-Sep-05 7.58
Rydalmere 106 17.00 17.0 30-Jun-0% 17.00
Glebe 100 12.56 125 Dec-03 12.58
Villawood industrial 00 8.186 7.5 Jan-02 8.16
fstate
Santos House 50 51.02 5.0 30-Jun-03 51.02
CSIRG 100 15.20 15.2 30-dun-03 B30
109 Pitt Street 100 17.60 19.0 30-Jun-05 19.00
Bankstown 00 4.80 4.9 30-Jun-05 4.90
Total 356.7 355.8 358.44
Source: APG

We nofe that with the exception of the Glebe and Villawood properties, the carrying values of all
of the above properties are supported by recent independent property valualion reporis. We
have reviewed these independent property valuation reporis — refer to paragraph 11.3.2 below.

Development approval has been granted to convert the Glebe building to 59 residential
apartments and leases within the property are either short-term or contain development clauses.
The Villawood property currently is undergoing repositioning.  In relation to 109 Piit Sireet, the
20 level office tower has been extensively refurbished and as the floor by floor refurbishment has
been completed, the floors have been subdivided inio sirata units and progressively sold as office
strata, with over 7,500 square metres sold {o date and 3,800 square metres remaining 1o be sold
progressively.

in refation to the Glebe, Villawood, and 109 Pitt Street properties, PKFCA has discussed with
APG management the available sales information, sales opinions andfor other evidence fo
support the book values of the properties and on that basis has adopted the book values for the
nurposes of our valuation.

We also note that APG recently announced that if has entered into a contract {o purchase the
Novotel Twin Waters Resort on Queensland’s Sunshine Coast for $58 million. The setflement is
conditional on a development application approvai, which is due to occcur within FY2007. We
understand that the property will be the foundation asset of a proposed new hotel trust, and as
such will not remain owned by APG, but by the proposed new trust, which will be managed by
AFM. Accordingly, we have excluded this asset from consideration in relation to APG.
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PKFCA has reviewed the property valuations in order {0 assess whether or not PKFCA may rely
on them for the purposes of its valuation assessment. Based on PKFCA's review, we have
concluded the following based on declarations contained in the various reports:

11.3.2 Review of property valuations

. the property valuations were prepared by independent valuers;

. the property valuers were adequalely qualified and experienced professionals;

. the valuation methods used were appropriate for the type of property being valued and
given the information available;

. sufficient market evidence was oblained in forming any opinions; and

. the assumptions used appear reasonable for arriving al the property values.

11.4 Value of individual assets within the APG Property Portfolio

Based on the above, we conclude that the book value of the individual properties and assets with
the APG Property Portfolio are reflective of their market vaiues on a stand alone basis.

11.5 APG Property Portfolio — portfolio premium

As noted above, the collection of individual assets into a portfolio may creale a value for the
porfolio that is greater than the sum of the values of the individual assets. We have fermed such
a value a “"Portfolio Premium”. The following faclors have been taken into consideration in
assessing if a Porifolio Premium may be justified in relation to the APG Property Portfolio and if
s0, the magniiude of the same:

. market gvidence of the fact that most exiernally managed LPTs trade at premiums to
their NTA values;
. alternatives/ opporiunity costs:

- the difficulty of purchasing sufficiently attractive yielding qualily property assets in
the current property investment markets;

- the costs of acquiring a comparable portiolio of direct property invesiments, in
particular substantial search and acquisition costs such as stamp duty;

. diversification/ synergy benefiis:

- the diversification benefits that the portfolio provides in terms of tenant
diversification, tenant lease expiry, property asset exposure and property
location; and

- the ability 1o enhance the equity invesiment in the portiolic by aitracting cheaper
debt capital funding to fund a large portfolio of assels as opposed 1o funding
individual assets.

Based on the above we consider a Portfolio Premium in the range of 5% to 7.5% as appropriate
for the APG Property Portfolio.

Set out below is our valuation of the APG Property Portfolio:
Table 68: Valuation of the APG Property Portfolio based on book values as at 30 September 2005

Adopted values Adopted values
Low High
$ millon $ millions
Sum of values of assets comprising the APG Properiy Portfolio 357.6 3576
Portfolio Premium 5.0% 7.5%
APG Praperty Portiolic 3755 384.5
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From the above table we have valued the APG Properiy Portfclic at a range of $375.5 million o
$384.5 miflion.

Valuation of AFM

Capitalisation of future maintainable earnings method

in adopting the capitalisation of future maintainable earnings method to value AFM, PKFCA has
given consideration to the determining the following:

. an estimate of fulure maintainable earnings; and

. an appropriate earnings capitalisation multiple.

Set out below are the key parameters and our considerations with respect to each.

Future maintainable earnings

Future maintainable eamings (“FME"} is the assessed level of sustainable earnings, in real
terms, that can be expected to be derived by the existing operations of the business regardless of
short term economic fluctuations and excludes any one off profits or losses.

in our opinion, the appropriate earnings to adopt in valuing most businesses and companies is
EBITDA as it most accurately reflects the refurn generated by the business and ignores factors
that may not be relevant to the aciual earning capacity of the business such as the following:

. interest costs that reflect the method of financing the business and vary between
businesses;
. effective tax rates that reflect both the tax regimes in different countries and different tax

positions of, and tax planning measures implemented by, businesses;

. historicat costs of fixed assefs at the time of ihelr acquisition and different accounting
policies, will affect annual depreciation charges; and

. amortisation charges of intangible assets, especially goodwill, discriminate against
companies that have accomplished business growth by acquisition of other companies as
opposed to those that have organically grown their businesses.

Qur estimate of the future maintainable eamings of AFM has been determined afier a review of:

» the historical financial performance of AFM for the period from 30 June 2003 o
30 June 2005, which demonsirates a track record of increasing earnings, in part based
on growing FUM;

. analysis of various aspecis of the strengths, weaknesses, opporiunities and threats of
AFM and a review of its competitive strateqgy;

. the overall trend of increasing funds under management;

. the Forecast financial performance of AFM and the assumptions behind those Forecasts;

. the level of recurring income inherent in the AFM Forecasts;

. the effect of changes in industry, regulatory or economic conditions which may impact on

susiainability of eamings; and
» an allocation of operating costs of APG to the AFM activities.

Based on the above, PKFCA has estimated the maintainable annual EBITDA of AFM to be
$14.5 million. PKFCA has selecied this figure as it is based on the current and forecast earnings
of AFM which are the best indication of AFM’s earnings capability. Moreover, in our opinion there
are various factors which will support continued medium to longer term growth in earnings, the
primary of these factors being:

. the existing pipeline of property syndicates;
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. the relationship with a network of financial planners which has assisted the creation of
new property funds and property related income;

. a track record of successful syndicates under the Abacus brand; and

. the credit enhancement business offers a unique product 1o the market place which has a
high acceptance rate and a track record.

PKFCA has incorporated into the selected earnings muitiple an allowance for the growih
prospects of AFM.

11.6.3 Earnings multiple

PKFCA has estimated the appropriate eamings multipte (reflecting a minority interest status) with

regard to:

. share market prices of listed companies carrying on funds management business as their
primary activity;

. prices achieved in mergers and acquisitions of comparable companies; and

. company specific factors relating to AFM.

in selecting appropriate comparable companies, PKFCA had regard to listed companies that
operate in the funds management industry. General comments with respect to the operations of
the identified companies are set out in Appendix 6, stock market trading valuation parameters are
set out in Appendix 7 and mergers and acquisitions valuation parameters are sel out in
Appendix 8.

A material proportion of AFM’'s earnings are derived from activities which expose AFM to
residential property development risks. As such, PKFCA has also reviewed listed companies
which operate in this industry. General comments with respect to the operations of the identified
companies are set out in Appendix 9 and stock market trading valuation parameters are set out in
Appendix 10.

in regard to these laller companies:

. the larger diversified developers:
- have involvement in development projects much larger than AFM; and/or
- have g more diversified development portfolio: or

. the other developers are boutigue players which do not have as diversified a
development porticlic and opportunities as AFM.

Based on the above, PKFCA has referred fo, but placed limited rellance on, multiples of
companies in the property development industry.

Share market prices

Details of the historical EBITDA muitiples for the comparable companies that operate in the funds
management industry are set out in Appendix 7.

A listed company’s current share price generally reflects expected future earnings rather than
past earnings. However, past earnings are used as an indicator of future earning capability. 1t is
therefore appropriate 1o select mulliples based on forecast eamings for the purpose of
capitalising eamings. However, given the lack of forecast material available on some of the
companies selected for review, historical multiples have been taken into consideration for the
purposes of selecting an appropriate capitalisation rate.

Qur selection of companies that may be comparable with AFM has produced a range of historical
EBITCA multiples of between 10.0 and 38.6 fimes, with an average historical multiple of 17.5
times historical EBITDA. Whilst there are some key differences between AFM and the identified
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companies, the analysis provides an indicative range of muitiples that may be regarded as
refevant for the purpose of valuing AFM.

The capitalisation rate should reflect the growih prospects of the business, the guality of ifs
earnings and the risks of the business. In order to ascertain the appropriale multiple range to
apply o APG, PKFCA has undertaken a limited review of the charagteristics of the companies we
consider most comparable o AFM:

in this regard, we note that in relation 1o the companies listed in Appendix 7:

. APN and WRF are considered least comparable due fo their size and scale and FUM as
compared 1o AFM;

. Hunter Hall and Ausiralian Ethical investment are listed fund managers, however uniike
AFM, they do not have any material properly exposures;

) MacArthur Cook is not considered comparable as prior to the last financial year it had no
earnings for four years;

. OFM has the most similar amount of FUM, however it has not had the same growth
profite as AFM. Further, less than 40% of its FUM is comprised of property and morigage
assets; and

» in our opinion the most comparable company is Cromwell Corporation which, like AFM,

has demonstrated an increase in FUM, sales and eamnings. The historical EBITDA
muttiple of Cromwell Corporation is 13.9 times.

Based on our analysis of the selected companies, we are of the opinion that the appropriate
starting historical EBITDA mudlipie applicable to AFM Is in the vicinity of 14.0 times. This mulliple
reflects the historical EBITDA trading multiple of Cromwell Corporation.

Merger and acquisition multiples

PKFCA has reviewed a number of transactions in the Australian market concerning acquisitions
of businesses operaling in the funds management industryy. The transactions considered are
contained in Appendix 8.

We note that the transactions may not be completely comparable for various reasons including:

. transactions may not be motivated by a purchase only of management rights but reflect
other commercial considerations at the time of the transaction, such as the need fo
internalize managemeni and re-brand {e.g. the Investa and Ronin Property Trust
transactions); and

. not all FUM is of uniform quality, with the underlying assets having different growth, risk
and liquidity characteristics.

Notwithstanding the above, we considered the earings multiples of the most recent
internalisations of fund management companies, where the fund manager displayed similar
characteristics o AFM, most notably:

. the infernalisation of Charter Hall in May 2005, in relation to which the independent expert
valued Charter Hall at a forecast EBITDA multiple of 6.6 {o 7.0 times;
J the internalisation of Macquarie Goodman Management in December 2004, in relation o

which the independent expert valued Macquarie Goodman Management at a forecast
EBITDA multiple of 15.0 to 17.9 times; and

. the internalisation of Westfield Holdings in May 2004, in relation 1o which the independent
expert valued Westfield Holdings at an historical EBITDA multiple of 28.2 10 32.8 limes.

in the case of Macquarie Goodman and Westfield Holdings, the above EBITDA muitiples reflect
large premiums paid for fund management companies with a strong brand, demonsirated frack
record and growih profile. Whilst we believe that AFM shares some of these characteristics, in
our opinion it is unlikely that such multiples would be paid for AFM given its much smaller scale.
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As will be noted from Appendix 8, our analysis of the Charter Hall fransaction indicales a forecast
multiple of 6.6 1o 7.0 imes. We note thal the internalisation of Charter Hall was part of a set of
fransactions which resufted in the Charter Hall Group (a stapled security property investment
group) being listed on the ASX by way of an initial public offering ("IPO”) in June 2005. Thus,
investors in the Charter Hall Group were aoquiring mineority interests in the Charter Hall Group,
including Charter Hall. Since the IPO, the securities of Charter Hall Group have risen materially
and as such, the value of Charter Hall {the funds manager) may have risen in concert with the
rise in value of the Charter Hall Group. Should this be the case, a higher multiple than 6.6 to
7.0 times would now be applicable in respect of Charter Hall.

Multiple applicable to AFM

The following adjustments o the siarting hislorical EBITDA multiple of 14.0 fimes {based on
share market prices of listed companies) has been made so as o incorporate company specific
factors and evidence derived from merger and acquisition multiples:

. a discount fo reflect a mufliple on maintainable rather than historical earnings: We are of
the opinion that the historical muttiples observed from the share marke! prices of listed
companies refiect a significant premium paid for anticipated higher forecast earnings. As
such, the mulliple on maintainable earnings would be lower than multiples on historical
earnings, and we have made an adjusiment for this;

. demonsirated player in niche markefs: AFM has established itself as a niche player in
several markets - by way of example AFM, with the possible exception of Macguarie
Bank, is the only arranger of renounceable sales contracts for property in Australia. A
small premium has been allowed for this factor;

. growth opportunities for the business: A company which is expecled o grow more
strongly will tend to have a higher earmings mubltiple for a given level of eamings than one
which is expected 10 experience slower growth. A premium has been allowed for AFM's
potential to grow faster than the listed companies;

. guality of earnings: AFM demonstrates a longer history of consistent posflive earnings
and earnings growth than the selected listed companies. As such, a premium has been
allowed for this factor;

. comparative market positiorr. AFM has a reasonable position in its market, with a strong
financial planning network and a solid track record. In our opinion, this necessitates a
small premium; and

» the quality and the stability of the management tearm. the AFM business has a stable and
strong management team with a clear focus on the business and the ability to grow the
business at a sustainable pace, and a premium has been added for this factor.

Based on the above, PKFCA has arrived a? an adjusted muttiple range of 8.5 10 9.0 times. In our
opinion this multiple reflects the:

. multipte 1o apply to the maintainable eamings, rather than the historical earnings of AFM;

. the historical and forecast financial performance of AFM;

. the growth profile and strategy of AFM, having regard 1o the level of growth included in
the Forecasts;

) risks associated with AFM;

* the quality of management; and

» the outtook for the industry.

it is noted that the above mulitiple is higher than the Charter Hall acquisition. However, based on
the above faclors, it is our opinion that a premium over the Charter Hall transaction multiple is
justified.
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PKFCA's value of AFM on a mincrity value basis derived from the capitalisation of future
maintainable earnings is summarised in the following table:

11.6.4 Valuation conclusion - AFM

Table 70: AFM valuation calculation

Low Value High Value
Para Ref $ million $ million
Mairdainable eamings 11.6.2 14.5 14.5
EBarnings muitiple times 11.6.3 8.5 §.0
Enterprise vaiue 123.3 130.5

Source: PKFCA calculations
|

Based on the above, PKFCA has assessed the enlerprise value of AFM to be in the range of
$123.3 mitlion to $130.5 miltion.

11.7 Funds under management valuation cross check

To crosscheck cur valuation of AFM set out in paragraph 11.6.4 above, PKFCA has considered
the value as a percentage of FUM and has compared this percentage o those implied by the
transactions detailed below. Our valuation of AFM implies a percentage of FUM {$1,015 million,
including APG funds) of between 12.1% 10 12.9% (that is, 123.3 million/1,015 million multiplied by
100 or 130.5 million/1,015 million mudtiplied by 100}

Table 71: FUM of other companies

Enterprise value FUB Enterprise value as
Company $ million $ *000 million % of FUM

APN 256.8 1.80 13.5%
OFM Investment Group Limited 148.8 108 13.8%
Gromwsll Corporation Limited 65.3 073 8.9%
MacarthurCook Limited 308 0.61 51%
WHRF Securities 237 0.26 8.04%
Hunter Hall 148.0 1.33 11.2%
Australian Ethical Investmeris 218 0.31 T.0%

Source: Bloomberg. annual reporis and ASX announcements

We note that the calculated AFM percentage of FUM range is lower than the top two in the above
table and higher than the remaining listed companies. In owr opinion the calculated AFM
percentage of FUM range is justified based on AFM's size of FUM, longer and more consistent
frack record of earnings, its posi#lion in several markels as a niche player and the fact that a
significant proportion of its earnings are generated by property development aclivities.

11.8 Valuation of mortgage lending portfolio

We note that the carrying value of the morigage portfolio as at 30 June 2005 was recently audited
and no adjusiment was made to the carrying values as al that dale as a resuli of the audit. We
also note that the morigage portfolio as at 30 September 2005 differs somewhat 1o the portfolio
as at 30 June 2005. We have reviewed, on sample basis, the morigage portfolio as at
30 September 2005, Our review leads us to conclude that for present purposes, it is appropriate
o adopt the carrying vaiue of the morigage portfolio assets as at 30 Sepiember 2005 as the
value of the gross assets of the portfolio.
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We have also considered whether if is appropriate to aliow some value for the morigage portfolio,
over and above the carrying vaiues of the loans. The mortgage portfolio produces higher returns
than real properly renial, albeit with a different risk profile to the Property Portfolio and accrual of
some income until repayment of the loan, thus resulting in a deferral of cash How in respect of the
accrued income. However, the higher returns supplement the income distributions fo
APG Security Holders.

Given that AFM manages the morigage portfolio of APG and ADIF, the skills required 10 operate
the mortgage portfolio are inherent in APG. We believe that the mortgage portfolio could be sold
o a third party. The issue is whether a third party would be prepared 1o pay more than the book
value of the loans in view of the higher, albeil, more risky, refum.

We considered various levels of gearing {interest bearing debt and equity) that may be
appropriate for APG to adopt fo fund the morigage porifolic business. These ranged from the
level of gearing of APG as a whole as at 30 June 2005, when APG was geared al approximately
30%:70% (interest-bearing debt: total assels) and up 10 an assumed gearing level of 100% debt
and no equity, which is an extreme case {and which we believe would not be commercial). We
alsc considered a range of costs of debt and equity. The average borrowing cost of APG as at
30 June 2005 was approximately 7.0% o 7.2% pa {pre-fax) and is forgcast at approximalely
7.0% pa {pre-tax} for FY2006. We alsc considered a range of costs of equity, fexpressed as after
tax capitalisation rates of between 12.5% pa 10 7.1% pa, which we believe adequately covers the
likely possible range of capitalisation rates that may be applicable to the business.

On the basis of our analysis, we believe that it is reasonable to conclude that the morigage
portfolio should be valued at no more than its carrying value. This conclusion arises from the fact
that in no circumstances other than a very high level of gearing, {which we believe would not be
commercial), does the risk adjusted retum on the assumed level of equity required to fund the
business equal the refurn assumed 1o be generated from the morigage portfolio.

Our view is that there should be no premium to the carrying value of the portfolio, We believe
that this view is supported by the foliowing:

» APG’s position in the marketplace relative to its other competitors;

. the market competition for borrowers;

. the overall risk profile of mezzanine mortgage lending as compared with more
conservative first mortgage lending;

. the relatively small number of borrowers and the relatively larger size of the loans; and

. we note that the book value of the morigage porifolic of approximately $172 million

effectively represents an implied EBI{TDA muliiple of approximately 11.7 times the
Forecast FY2006 pre-interest and pre-fax eamings from the morigage portfolio {of
$14.7 million, after allowing for allocation of APG operating overhead costs).

11.9  Other assets and liabilities

Interest rate swaps

APG manages interest rate exposure on bank debt facilities through the use of interest rate swap
contracts. At 30 June 2005, approximately $152 million of interest-bearing commitments were
hedged.

We have been advised by AFM that the market value of APG interest rate swaps as af
30 June 2005 was a negative amount {i.e. an increase in the liability above the principal amount
recorded in the financial statements as at that date} of $4.87 million, based on market prices
obtained from the banks providing the swaps. As at 30 September 2005, the market value of
APG interest rate swaps was a lability of $4.23 million. These values were not recorded in the
financial statements of APG as at 30 June 2005, We have deducted this amount from the
assessed value of APG as at 30 September 2005,
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AGHLU's fulure tax benefits arising from tax losses {income in nature) as at 20 June 2005 fotalled
$614,000. This amount was recorded in the statement of financial performance as a non-current
asset.

fncome fax losses

in view of the fact that the future income tax benefits were recorded in the financial statements,
the uncertainty surrounding the timing of the recovery of any value of the income {ax losses, and
their relatively immaterial size, we believe that it is appropriate to take into account the book value
of the future tax benefits.

in relation to the other assets and liabilities we have adopied their carying values per the
APG balance sheet as at 30 September 2005.

11.10 Assessed valued of APG securities — minority interest basis

Based on the above we have valued the fair market value of an APG security on a minority
interest basis as summarised below:

Table 72: Assessed value of an APG security on a minority interest basis

Assessed Assessed
vaiues values
Book Value Low High

as at 30 September 2005 $ million % million $ millon
Assets
Property investments 3578 3755 384.5
Mortgage business 1749 $74.9 174.9
AFM 62.9 123.3 130.5
Other 25.0 5.0 25.0
Total Assets 620.4 698.7 714.9
Liabilities
Total Liabilities 164.6 164.6 164.6
Swaps 4.2 4.2 42
Net Assets 4516 526.9 546.1
Number of securities 385,471,659 385,471,659 385,471,689
NA per share/Assessed vaiue per share #1417 $1.37 1.42
Note: An aiflocation of the book value of assets and fiabilities of APG as at 30 September 2005 to APG's major

businesses/assels is contained in Appendix 4,
Source: PKFCA analysis

On the basis of the above analysis, we have assessed a value per APG security on a minority
interest basis of between $1.37 and $1.42.

11.11 Share Market Trading
PKFCA also has considered the value of APG securities by reference o recent market frading.

The price at which an entity’s securities trade on the ASX is an appropriate basis for valuation {on
a minority interest basis; where:

. the securities frade in an efficient market place where willing buyers and sellers readily
trade the securities on an informed basis; and
. the market for the enlily’s securities is active and liquid.
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in order to assess the religbility of the traded market price of APG's securities as a basis for
determining the fair market vaiue of the securities, PKFCA considered:

-

the degree of concentration of holders;

-

the liquidily of the securities, that is the level of frading activity as a percentage of the
total quoted securities, and the frequency of the trades;

-

the frequency of ‘unusual’ and/or ‘abnormal’ trading;

-

the presence of any factors that may indicate that trading in the securities is the result of
significant speculative frading; and

-

the level of knowledge that the buyers and sellers have in respect of APG and the market
in which it operates.

PKFCA has reviewed the following factors refating to the trading activity of APG’s securities on

the ASX:

* the daily high, low and closing prices;

. the dally volume; and

. the volume weighted average price ("VWAP"}.

The table below indicates the improving liquidity in APG securities.
Table 73: Liquidity in APG securities

For the year ended 30 June 2005 2004 2003
Avarage buy/sell spread 0.80% 1.10% 1.10%
Annual turnover 18.50% 17 .50% 14.30%

Source: Bloomberg
________________________________________________________________________|

The table below summarises recent daily trading in APG securities:
Table 74: Trading in APG securities

Simple
average security
price
Measure Btart date End date %

Closing price 28-Cct-05 28-Oct-05 1.400

VWAP {1 manth 28-Sep-05 28-0Oct-05 $.396 1.397
VWAP 2 month 28-Aug-05 28-0Oct-05 $.393 1.382
VWAP 3 manth 28-Jui-05 28-0ct-05 $.375 1.37%

Source: Bloomberg
. ___________________________________________________________________________________________|

Based on the above, we have concluded that APG's securities are sufficiently liquid for the
purposes of relying on the market trading price of the securities as a reasonable estimate of the
value of APG securities on a minority interest basis.

PKFCA has adopted $1.40 as the value on a minorily inferest basis of one APG security, which
represents the closing price and the 30 day VWARP in the above table.
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We have considered the recent capital raising of 42.6 million securities at $1.29 each announced
on 22 June 2005 and completed on 10 August 2005, In our opinion, this price is not reflective of
the current market value of APG as it reflects:

11.12 Recent capital raisings

. a discount to the then market price fo encourage a material subscription for
APG securities; and

. the pricing of APG several months ago, which does not take into account the most up to
daie information and current market conditions.
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12 VALUATION OF ADIF

12.1  Overview of methodology

Setf out in Appendix 2 is a summary of the various methods PKFCA has considered in the course
of arriving at our valuation conclusions for ADIF. Our assessment of the valuation methods
applicable for the valuation of ADIF is set out below.

12.2 Approach

PKFCA has valued the ADIF by the net realisable vaiue method of valuation. This approach is
necessifated by the different characteristics and riskireturn profiles of AIDF's major
businesses/assets, comprising:

. the ADIF property investmenis (“ADIF Property Portfolio”),;
* the ADIF mortgage lending business {("ADIF Mortgages™); and
» other ADIF assets.

PKFCA has deducted the value of interest bearing debt from the aggregafe value of each
component of ADIF's assets, {0 arrive at an equity vatue for ADIF. This equity value has then
been divided by the total number of ADIF issued securities io arrive at value per ADIF security.
Given that the overall approach is {o value the entity as a going concern, no deduction for sale or
transactional costs has been underiaken.

in view of the fact that if the Proposed Merger is implemented, ADIF Security Holders will give up
coltective controt of ADIF, we have incorporated in our valuation a control premium in order to
arrive at value per ADIF securily on a controf basis. The resulling valuation has been compared
with recent transactions involving the takeovers of externally managed LPTs in terms of premium
o market capitalisation and premium to NTA.

Our approach to valuing each of the major assets in ADIF is discussed below.

12.2.1 ADIF Property Portfolio

PKFCA has valued the ADIF Property Portfolio based on an assessment of market values of the
properties held. PKFCA noles that recent independent valuations of the properties were
prepared by registered property valuers. Similar to the valuation of the APG Property Portfolio,
we have also considerad the applicability and size of a Portfolio Premium,

12.2.2 ADIF Mortgages

We have considered whether it is appropriate {o allow some value for the ADIF Morigages, over
and above the carrying values of the loans.
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12.3 Valuation of ADIF Property Portfolio

12.3.1 Summary of property valuations

Set out below are the properties and assets which comprise the AIDF Property Portfolio, together
with, where available, market values of the individual properties based on recent independent
property valuations:

Table 75: ADIF Property Portfolio valuations
independeant valuation

Book value  JV properly

of ADIF Vaiue of JY property
share as at 100% Value of Non Jv
interest 30 Sep 05 interast AT interest property Independent
Property/ Asset % % million % million % million % milkion valuation Date

Abacus Income Trust
tennons Plaza 100 3418 3415 30-dun-05
Pydges Esplanads 75 16.88 22.50 16.88 30-dun-05
Hesort
Kings Park 100 15.80 15.80 30-dun-05
Noble Park 106 1810 1810 30-dun-05
Dingley 06 12.80 12.80 30-Jun-05
Staiford 106 510 510 $9-dun-05
Pinkenba 1 100 3.30 3.30 30-Jun-05
Pinkenba 2 106 3.00 3.00 30-dun-05
Pitt St Car park 060 13.05 13.05 30-dun-05
Wollorgong ' 98.4 11.00 11.00 10.82 30-dun-05
Chermside 100 4.60 4.60 30-dun-05
Tamworih 106 11.42 11.40 30-dun-05
Mertz Apartments 100 6.86 6.30 13-May-05
Campbelifield 06 8.82 .45 $9-dun-05
Abacus Retail Property
Trust’
Castiemaine IGA 75 8.03 7.50 01-Jul-05
Gympie Market Place 75 7.35 7.35 30-dun-05
Faglehawk 1GA 75 617 5.60 01-Jul-05
Cobar 75 .24 1.24 30-dun-05
St George 75 341 2.90 01-Sep-04
Bathurst’ 75 3.48 3.25 02-bMay-05
Korth Bundaberg 75 5.68 5.20 t1-Aug-05
Wangaratta® 75 3.00 3.00 21-0Oct-05
Abacus Group
Projects Limited
Rydges Esplanade 30-dun-05
Hesort, Cairns 75 t.12 1.25
Cronuila 50 .50 3.00 150 $4-dun-03
Total properties 205.4
Notes:
i Waollongong

AT owns 98.4% of this proparty via an investiment vahicle. Accordingly, 100% of the value is consolidated in

the AT accourds and a minority interest is separalsly deducted from equity.
2. Abacus Retali Property Trust {“ARPT"}

AT owns 100% of ARPT, which in turn owns 75% of Australian Independent Retaill Propery Trust

{“AIRPT"}, which is the investment vehicle that in turn owns the properties. Accordingiy, 100% of the value

is consoildated in the AFT accounts and a minority interast is separately deducted from equity.
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3. Bathurst & Wangaraita

YValues of $3.25 million and $3.0 millior: for Balhurst and Wangaratia, respectively, are based on a rental
guarantee from 1GA Distribution for the remaining term of the lsases and a new lease of 15 years term and
the 10 year option, respectively, in respact of the supermarket orly. No guarantse is provided in respect of
ihe remaining speciality shops.

4. Expendiiure capitalised to properties
Expendiiure capitalised to properties includes the cost of acquisition. capital and refurbishment additions, and
during developmerd includes financing charges and related professional fees incurred.
General Note: The consolidated values include capital expenditures afier the last vaiuation date, and in the
case of North Bundaberg, capitalised irferest

Source: Management information

We note that with the exception of the Cronulla property. the carrying values of all of the above
properties are supporied by recent independent property valuation reporis. We have reviewed
these independent property valuation reports.

Where the carrying values exceed valuations, the differences are atlributable 1o various
acquisition costs, capitalised interest and/or capital expendiiures.

in relation to Cronulla, we have reviewed a sales opinion and other evidence to support the book
value of the property and on that basis have adopted the book value as an appropriate basis for
the purposes of our valuation.

The management righis relate to the management of various aparimenis in a development
adjoining the Rydges Esplanade Resort, Cairns, Queensiand. These rights were independently
valued at $1.55 million as at 30 June 2005 by Colliers International Consultancy and Valuation
Pty Limited. The camrying values as at 30 June 2005 and 30 September 2005 and the value
adopted for the purposes of this report are as foliows:

Table 76: Values of ADIF management rights

Carrying value Carrying value Adopted value
30 Jun-05 30 Sep-05 30 Sep-05
$'000 %000 $'000
Managerment rights 1,154 t.124 1124
Source: ADIF

Based on the above, we conclude that the book value of the individual properties and assets
within the ADIF Property Portfolio are an appropriate basis for the purposes of our valuation.

We have considerad the factors referred {o in paragraph 11.5 above in assessing whether, and if
so, the magnitude of, a Portfolio Premium may be justified in relation to the ADIF Properly
Portfolio. We believe that a Portiolic Premium would be applicable to ADIF's portiolio, and we
have taken this into account when assessing the overall value of ADIF, inclusive of premium for
control.

12.4 Valuation of ADIF Mortgages

We note that the carrying value of the morigage portfolio as at 30 June 2005 was subject to audit
and that there was no provision required to the carrying value of these assets. We also note that
the mortgage portfolio 30 September 2005 differs from the portiolic as at 30 June 2005

We have reviewed, on sample basis, the morigage portfolio as at 30 September 2005, Qur
review leads us to conclude that for present purposes, it is appropriale o adopt the carnrying value
of the mortgage portfolio assets as the value of the gross assets of the porifolio.

The morigage portiolic produces higher retumns than invesiment property rental, albeit with
increased risk and accrual of some income untl repayment of some loans, thus resulting in a
deferral of cash flow in respect of the accrued income. However, the higher returns supplement
the income distributions 1o ADIF Security Holders.
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We have also considered whether it is appropriate separately to aliow some value for the
morigage portfolio, over and above the carrying values of the loans. Given that AFM manages
the morigage portiolio of ADIF, the skills required to operate the morigage portfolio are inherent in
APG. However, we consider that the mortgage portiolio could be sold to a third party. The issue
is whether a third party would be prepared {o pay more than the book value of the loans in view of
the higher, albell, more risky, return.

Al 30 June 2005, ADIF's loan facilities from banks tofalled $109.8 million. Additionally, facilities
were available from APG and Metcash. Abacus Finance Pty Limited, a subsidiary of APG, made
loans {o AIT amounting to $14.6 million, including interest at 8.07% per annum at 30 June 2005.
The Metcash loans provide special purpose funding for the AIRPT and not for ADIF Morigages.
interest on these loans is 9% per annum. If AIRPT has insufficient earnings to pay inlerest on
part of the Metcash loans, the interest is deferred {without iiself earning inferest) untll sufficient
funds are available.

The costs of borrowing 1o fund the morigage porticlio are assumed {0 be equivalent fo the inlerest
costs on the loan funding provided to ADIF by APG, of 9.07% pa. However, the costs may be
lower than this as it appears that cheaper bank financing is supporting some of the morigage
portfolio. The weighted average effective interest rate of ADIF bank loans as at 30 June 2005
was approximately 7.05% pa. However, the higher assumed cost of borrowing {of 9.07% pa)
adopted in the analysis discussed below reflects that ADIF is dependent upon APG for
managemert, the bank loans are secured over the investment properties of ADIF, and the loan
from APG represents a targe proportion of the funding of the morigage portfolio.

We considered various levels of gearing {interest bearing deb! and equilty) that may be
appropriate for ADIF {0 adopt 1o fund the mortgage porifolio business. These ranged from the
level of gearing of ADH as a whole as at 30 June 2005, when ADIF was geared at approximately
52%:48% (interest-bearing debt: total assets) and up o an assumed gearing level of 100% debt
and no equity, which is an extreme case {and which we believe would not be commercial). We
also considered a range of cosis of debt and equity.

On the basis of cur analysis, we believe that # is reasonable to conclude that the ADIF mortgage
portfolio should be valued at no more than their carrying value. This conclusion arises from the
fact that, other than at a very high level of gearing, {which we believe would not be commercial),
the refurn assumed 1o be gereraled from the morigage portfolio does not equal the risk adjusted
required return on the assumed level of equity required to fund the portfolio.

We also consider that our view thal no premium fo the carrying value of the porffolio is
appropriate is supported by the following:

» ADiF’s position in the markeiplace relative o #is competitors;

. the market competition for borrowers;

. the overall risk profile of mezzanine mortgage lending as compared with more
conservative first mortgage lending;

. the relative small number of borrowers and the relative larger size of the loans; and

* that ADIF is externally managed and does not have s own in-house moritgage lending
expertise.

12.5 QOther assets and liabilities

Valuation of projects and joint ventures

We aiso note that the carying values of the projects and joint ventures porifolio as at
30 June 2005 were recently audited and no adjustment was made to the carrying values as at
that date as a resuli of the audit. Again, as at 30 September 2005, the portfolio differs somewhat
from that as at 30 June 2005, in that one of the two joint ventures (Spotlight) was realised at a
profit in the quarter ended September 2005, leaving Bando Rd, Cronulla as the sole development
joint venture of ADIF.

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl a2

ABACUS PROPERTY GROUP 153



PKF

We have reviewed material in relation to the Bando Rd project and conclude that for present
purposes, it is appropriate to allow a small premium (of approximately $180,000 after tax} over
the carrying value of the project for the expected discounted {for risk and time value of money}
after tax profits expected 1o be earned on the project in CY2006.

Interest rate swaps

ADIF manages interest rate exposure on bank debt facilities through the use of interest rate swap
contracts. At 30 June 2005, approximately $85.8 million of interest-bearing commitments were
hedged.

We have been advised by AFM that the market value of ADIF interest rale swaps as at
30 June 2005 was a negative amount {i.e. an increase in the liability above the principal amount
recorded in the financial statements as at that date} of $1.21 million, based on market prices
obtained from the banks providing the swaps. As at 30 September 2005, the market value of
ADIF interest rate swaps was a liability of some $0.59 million. These values were not recorded in
the financial statements of ADIF as at 20 June 2005. In cur assessment of the value of ADIF we
have deducted this latter amount from the assessed values of ihe assets of ADIF as a
30 September 2005,

Income fax lpsses

AGPL's tax losses {income in nature) as at 30 June 2005 comprised:
Table 77: ADIF tax losses

Entity Tax losses
$
AGPL 68,602
Abacus Maison Holdings {75% owned) 361,086
Total 459,688
Source: ADIF

The tax benefit attributable 1o the losses was not recorded in the financial statemenis of ADIF as
at 30 June 2005 or 30 September 2005. In view of the uncertainty surrounding the recovery of
any value of the income tax losses, and their relatively immaterial size, we believe that it is
inappropriate 1o take into account any value for these.

We have adopted the carrying values of the remaining assets and liabilities on the ADIF balance
sheet as at 30 September 2005,

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl @3

154 ABACUS PROPERTY GROUP



PKF

12.5.1 Qutside equity interests in ADIF

As at 30 June 2005 and 30 September 2005, the equity of ADIF was comprised as o 0.92% and
0.96% of outside equity interests:

Table 78: ABIF consotidated pro forma Balance Sheet — Equity interests

Actual Actual

30~Jun-05 30-Sep-05

AGAAP AFRS

%000 %000
Capital Subscribed 102,183 102,258
issue Cosls {4.445) {4,448}
Finance Costs {604) {676}

Hevaluation Reserve 3,673

Hetained Eamings {373) 2,934
Outside tauily §32 980
Security Hoiders' Equity 164,371 101,050

Source: ADIF

For the purposes of the analysis set out in this report, given the relatively immaterial nature of the
interests, we have ignored the impact of the ouiside equily inferests and atiributed the entire
assessed value of the equity of ADIF o the ADIF Security Holders.

12.6 Assessed valued of an ADIF Security — control basis

in arriving at our valuation of an ADIF security, we have aggregated the sum of #s assels and
deducted all liabiliies. in addition, we have added a premium for control to the value of the net
asseis thus assessed.

The following factors have been taken into consideration in assessing whether, and if 50, the
magnitude of a controt premium thatl is appropriate 1o apply in valuing an ADIF security:

»

market evidence — as indicated in Appendix t1, the average contro! premium implied
from recent takeover offers of externally-managed LPTs, (that is, the average premium to
NTA paid in the takeovers) was 21%. 1t is noted that much of the transactional
information is some fwo years oid. Given the increase in overail values of LPTs in the
interim, it is possible that such a premium may have increased, depending upon the
extent of the increase in the value of the net assets. Any increase needs to be balanced
against the fact that ADIF is a smaller trust than those detaited in APPENDIX 11: and that
it is not listed;

alternatives/ opporiunity costs - a LPT may choose 1o grow organically by arranging an
equity raising and using the raised funds fo purchase asseis. Howsver, this may be
costly, as a discount fo the market price usually has to be offered {10 encourage
subscription} and underwriting fees will be required to be paid. An allernative is for the
LPT to take over another property irust {such as ADIF). In thal case, under a scrip offer,
ety raising costs may be reduced. As such, it is arguable that some compensation
may be payable to ADIF (in the event of a takeover) for equity raising costs saved;

control/ synergy benefits,

the diversitication benefits that the ADIF Property Portfolio may provide to an acguirer's
existing property portfolio in terms of tenant diversification, tenant lease expiry profile,
property assel exposure and property location;

the ability to actively manage the capHal deployment/ investment in a LPT's property
porifolio; and

relationships with joint venture partners such as Metcash and Storage King.
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Based on the above, we consider that a control premium in vicinity of 7.5% 1o 10.0% is
appropriate for ADIF. This would result in the following valuation:

Table 79: ADIF Summary of value

Assessed values

Assessed values

Assets

Property Portiolio
Mortgages

Other

Total Assats
Liabilities

tiabilities at book value
Swaps

Net Assets

Pramium
Controf vatue

Urits on issue {period end)

NA per security (3} / assessed value
per security {controi basis)

Book Value Low High
$ million $ million % million

20240 20210 20240
24 .58 24,58 24 .58
2.4 12.39 12.39
238.90 238.08 239.08
137.268 137.26 137 .26
0.58 (.59 0.5%
101.05 10%.23 101.23
7.5% 10.0%
108.82 111.35
104,543,783 101,543,783 104,543,783
$1.00 $1.07 $1.10

Based on the above we have assessed the fair market value of an ADIF securily (including a
premium for control) to be in the range of $1.07 1o $1.10 per security, with a mid-point vaiue of

$1.08 per security.
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VALUATION OF MERGED GROUP

Overview of methodology

Set out in Appendix 2 is a summary of the various valuation methods PKFCA has considered in
the course of arriving at our vaiuation conclusions for the Merged Group. Our analysis of the
valuation method applicable for the valuation of the Merged Group is set oul below.

Approach

in our opinion, an aggregation of the individual values of APG and ADIF will not represent the
Merged Group value. Qur rationale is that this approach ignores the impagt of synergies, cosis
and the changed risk/return characieristics of the APG and ADIF businesses and assets. On this
basis, we have performed a valuation of the Merged Group using the net realisable value method
of valuation. This approach is necessitated by the different characteristics and risk retum profiles
of the Merged Group’s major businesses/assets, comprising:

* the Merged Group property invesiments {"Merged Group Property Portfolio™);
* the Merged Group mortgage loans (“Merged Group Mortgages™);

. the Merged Group funds management, property development and financing business
{(“MGFM"); and

. other Merged Group assels.
in order 10 perform the above analysis, we set ouf below the pro forma Merged Group balance
sheet as at 30 September 2005

Table BO: Balance sheets as at 30 September 2005
ADIF APG Merged Group

% million % million $ million

Assets
Property investments 20210 357.68 550.78
Mortgage business 24.58 174.92 178.53
AFM 6285 64.48
Other 12.21 24.98 35.56
238.80 B830.44 83036

Liabilities
Liabilities at book value {including swaps) 137.85 168.84 286.71
Net Assets 101.05 451.60 552.65

Units on issue {period end;} 101,543,783 385,471,659 464 6575810
NA per security (3} $949.5 $1.17 $1.19

The above table summarises the key balance sheet lems which comprise the Merged Group's
major businesses/assets. This table forms the basis of our valuation of the Merged Group.

in order 1o arrive af the value of each Expanded Stapled Security, the equity value has been
divided by the total number of the Merged Group securities. The resulting value per Expanded
Stapled Security reflects a minority interest value. Given that the overall approach is to value the
entity on a going concern basis, no deduction for sale or fransaction costs has been effected.

We considered the reasonableness of the assessed value per Expanded Stapled by reference 1o
the valuation parameters of peers to the Merged Group in the diversified LPT sector.

Our approach to valuing each of the major assets in the Merged Group is discussed below.
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Whilst the values of the individual assets comprising either the APG or ADIF Property Portiolios
are unlikely 10 change after the Proposed Merger, we have considered whether a Portfolio
Premium is appropriate, and if so, the size ¢of the same, given the changed size and composition
of assels that comprise the Merged Group Property Portfolio.

13.2.1 Merged Group Property Portfolio

We have considered the faclors referred to in paragraph 11.5 above in conjunction with the
factors lisied below, when assessing the level of Porifolio Premium likely 10 be attributable 1o the
Merged Group Property Portfolio:

. the greater size of the Merged Group Property Porffolio compared 1o the individual
APG and ADIF Property Portfolios; and
. the greafer diversification of the Merged Group Property Portfolio over and above that of

the individual APG and ADIF Property Portfolios and in particular:
- in comparison 1o APG's Property Porticlio, the Merged Group Property Portfolio

provides:

* a smoothing and lengthening of the lease expiry profile;

. a reduction in reliance on the top five tenanis for property rental income;

. exposure fo the Queensland property market and economy, which is

considered to be Australia’s fasted growing State; and
. expostire 10 different asset classes; and
- in comparison to ADIF's Property Portfolio, the Merged Group Property Porifolio
provides greater exposure 1o the office property market.

Set out below is a table of LPTs, together with selected financial statistics:

Table 81: Diversified LPTs - selected financial statistics

Market
capitalisation
Premium/
Market FY06e DPS FY06e EPS Discount to
capitalisation  Price Yield Yield Gearing NTA
$ million % % Yot % Yot

Diversified sub index
Stockland Trust Group 7.480.0 6.08 7.0 7.2 7.5 4.05 488
General Property Trust 7.6837 3.81 6.9 6.9 34.8 3.03 257
Mirvac Group 3.287.1 3.85 8.1 8.1 38.0 3.28 18.1
OB RREEF Trust 36647 1.33 8.6 8.5 389 1.28 2.7
Multinlex Group 20325 3.84 5.1 8.5 325 3.03 10.2
Vaiad Propery Group 726.1 135 7.8 7.9 39.0 .89 51.7
Charter Hall Group 2335 0.87 7.5 7 25.0 0.74 17.6
Average of all peers 7.4 7.5 340 251
Avarage of all under $18n
market capitalisation 7.7 7.5 325 346

Note: Market capitalisations are guoted post free float adjustment. Vehicles not included in index market
capitalisations are quoted unadiusted.
Source: Bloombe:ry
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As will be seen from the above table, there is a wide range of premiums to NTA. We believe that
one of the key factors contributing 1o the premium is the diversity of the properties of the above
LPTs. Based on the above, we have considered a Portiolio Premium in the range of 7.5% 1o
10.0% as appropriate for the Merged Group Property Portfolio. This premium fakes into account

the following:
. the smaller size of the Merged Group, as compared to most of the above LPTs; and
. the premium 1o NTA as disclosed in Table 81 above. Given that we intend to apply the

Portfolio Premium o value of the gross asseis (before laking account of the effects of
gearing), we have applied a discount to the same.

Having regard for the above, set oui below is our valuation of the Merged Group
Property Portiolio:

Table 82: Value of Merged Group Property Portfolio

Assessed values Assessed values

Low High

Sum of individual values of assels comprising the

Merged Group Properly Portfolio 560.00 560.00
Portfolio Pramium 7.5% 10.0%
Marged Group Property Porticlio 602.00 616.00

Source: PKFCA analysis

13.2.2 Merged Group Mortgages

We have previously assessed that there is no value for either the APG or ADIF Morigages over
and above the carrying values of the loans. In our opinion, under the Proposed Merger this is
unlikely to change.

13.2.3 Valuation of AFM

We have also considered the impact on the value of AFM of being stapled 1o a larger property
trust and the loss of ADIF as an externally managed property investment group {and the
consequent reduction in fee income}. it is owr opinion that # is possible that any reduction in the
value of AFM arising from the loss of the management of ADIF as an externally owned entily may
be offset by the increased eamings that would be enjoyed by the Merged Group as a result of not
having 1o pay a fee to an external manager.

However, implementing the Proposed Merger will result in AFM losing the profit element on all
management fees earned from ADIF. Given the above, there is likely 1o be some diminution in
the vaiue of AFM following the Proposed Merger.

Having regard o the consequent reduction in exiternal fee income to AFM arising from the
Proposed Merger, for the purposes of this report, we have considered reducing the value of AFM
by a range of values determined as pro rata to the reduction in the management fee income and
alternatively, pro rata o the reduction in FUM resulting from the Proposed Merger.

We have reduced the value of AFM in the Merged Group so as o reflect the internalisation of
management of ADIF. We have calculated the discount by reference 1o the following:

. total funds under managemeni — the value of ADIF FUM is currenily approximalely
$227 million and this reflects approximately 22% of fotal AFM FUM of approximately
$1,015 million. However, the ADIF FUM represents a larger proportion of the externally
managed FUM; and

* tofal income Forecast to be derived from ADIF in FY2006 is approximalely $1.9 million
and this represenis 13% of the total FY2006 Forecast income of AFM of $14.5 miltion.
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We note that the value of AFM has been determined by including in its earnings the projects and
joint ventures income of APG, on the basis that AFM has the characteristics of a property
investment bank. Therefore, we believe that the more relevant valuation parameter is by
reference 10 earnings rather than FUM.

Based on the above, we have reduced the assessed value of AFM in the Merged Group by 10%
10 12.5% for the purposes of allowing for the loss of income from ADIF arising from the
Proposed Merger.

13.2.4 Valuation of projects and joint ventures

For the Merged Group we have adopted the uplift in value $180,000 over the book value of ADIF
projects and joint ventures in relation o the Bando Rd project. ADIF projects and joint ventures
are classified as Other assets in the Merged Group balance sheet. The value of APG projects
and joint ventures is incorporated in the above value of AFM.

13.2.5 Interest rate swaps

We have aggregated the fair value of inlerest rate swaps for APG and ADIF and then deducted
this liability from the assessed value of Merged Group gross assets. This results in a net Hability
of some $4.8 million.

13.3 Assessed value of the Merged Group

Based on the above we have valued the Merged Group securities on a minority interest basis ag
summarised below:

Table 83: Summary of Merged Group valuation

Merged Group

Assessed Merged Group
ADIF APG Merged Group Value Assessed Value
Book Value Book Value Book Value Low High
% milion % million % million $ million % million

Assets
Property Ponfolio 20210 357.68 558,78 502,00 816.00
Morigages 2458 174,92 186.51 178.53 176,58
Other $2.21 24.98 3719 35.74 35.74
AFM 62.85 62.85 110.93 114,19

238.90 6520.44 858,34 8928.20 945,45
Liabitities
Liahilities at book value 137.26 164.61 304.88 281.88 281.89
Swaps 0.59 4.23 4.82 4.82 482
Net Assets/ Assessed value 101.0% 451.60 552.64 641.49 658.75
Units on issue {period end} 101,543,783 385,471,659 464,675,810 464,875,810 464,675,810
NA per security () $1.00 $1.18 $1.19
NTA 89.93 418.2 51613
NTA/secunty {§) 0.98 1.09 111
Value per security {§) $1.38 81.42
Value: NTA 24, 7% 28.1%
premium/{discount}
Mid-point vaiue per sectirity $1.40
Mid-point vaiue: NTA
premium/{discount} 26.4%

]

Scurce: PKFCA analysis
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On the basis of the above, we have assessed a value of between $1.38 and $1.42, with a mid
point value of $1.40 per Expanded Stapled Security {on a minority interest basis).

13.3.1 Share market valuation parameters — valuation crosscheck

We have crosschecked our assessed value per Expanded Stapled Security on a minority interest
basis by reference to valuation parameiers of peers {o the Merged Group in the Diversified LPT
secior.

We determined the Merged Group valuation parameters implied by our valuation, as sef out
below:

Table 84: Comparison of assessed value of Merged Group to other LPTs key statistics

Merged Group pMerged Group
valuation parameters

Forecast FY2006 Merged Group EPS (conis) 11.88
Forecast 2006 Merged Group DPS {cents) 11.80
Minority interest value of Merged Group security {mid-point) 51.40
implied forecast earings yield 8.5%
implied forecast dividend yield 8.4%
Premium 1o NTA 26.1%

Source: PHRFCA analysis

A comparison of the Merged Group valuation parameters with those of the peer group in the
Diversified LPT sector {as set out in Table 81} is set out below:

Table 85: Comparison of the Merged Group valuation parameters

Market
capitalisation
Premium/
FY06e BPS FYQ&e EPS Discount to
Yield Yield Gearing NTA
Diversified LPT Sub Index % Y % %

Average of all peers 7.4 75 340 251
Avelragl;e Glf all peers under $% Bn market 77 75 395 346
capitaiisation
Merged Group 8.4 8.5 31.5 26.%

Source: Bloombery; PKFCA analysis

We note the Merged Group valuation paramelers are broadly in line with its peer averages.
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14 EVALUATION OF THE PROPOSED MERGER

14.1 Approach

in evaluating the Proposed Merger PKFCA has considered:

. an assessment of whether the proportion of the Merged Group received by each group of
Security Holders is equitable, based on their relative contributions of value 1o the equity of
the Merged Group;

. the likely impact for each group of Security Holders of the Proposed Merger on:
- the earnings, distributions and asset backing per security;
- gearing of the entities;
- faxation positions,
as compared 10 their likely respective positions if the Proposed Merger does not proceed;

. the likely market factors {such as price and liquidity) for securities in the Merged Group,
as compared o the markets currently existing for securities in each of APG and ADIF;

. the existing legal structures, and management and control, of APG and ADIF and the
effects of the Proposed Merger upon the same;

. the likelihood of allernative transactions that could realise better value, for either group of
Security Holders;

. any other advaniages and benefits and costs, disadvantages and risks arising from the
Proposed Merger; and

. the implications for APG and ADIF Security Holders of rejecting the Proposed Merger.

14.2 Merger Ratio

We have evaluated the Merger Ratio by assessing if the value of the Expanded Stapled
Securitles in the Merged Group 10 be received by each group of Security Holders fairly
compensates the value of Security Holders' existing interests.

14.2.1 APG Security Holders

if the Proposed Merger is implemented, based on the Merger Ratio for APG securities of 1:1,
APG Security Holders will recelve one Expanded Stapled Security in return for one APG security
currently held. We have valued both the Expanded Stapled Security and the APG securily on a
minority interest basis

14.2.2 ADIF Security Holders

i the Proposed Merger is implemented, based on the Merger Ratio for ADIF securities of 1:0.78,
ADIF Security Holders will receive one Expanded Stapled Security for 1.28 ADIF securities
currently held {1.28 is calculated as 1 + 0.78). We have valued the ADIF securities on a control
basis, and the Expanded Stapled Securily on a minority interest basis on the basis that
ADIF Security Holders will relinquish their collective control of ADIF for a minority interest in the
Merged Group.
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Merged
ADIF APG Group

Set out below are the resulls of our analysis:
Table 86: Analysis of Merger Ratio

Midpoint Midpoint Midpoint
Summary values values vaiues

Assessed values
Assessed control value per stapled securily
Assessad minority vaiue per stapled sacurity
Merger Ratio

Consideration received per security held after the Proposed Merger

ADIF - Minority value of Expanded Stapled Securities received in
Merged Group {1.40 x 78%)

APG — Minority value of Expanded Stapled Securities recaived in
Merged Group {1.40 x 100%)

Difference

Source: PKFCA analysis

We note from the above {able that for:

AFG Security Holders — as a result of the Proposed Merger, there is no material movement in the
value of their securities. PKFCA believes that the Proposed Merger is beneficial overall after
considering the improved growth platform of the Merged Group and other advantages of the
Proposed Merger; and

ADIF Security Hoiders - the Merger Ratic fully compensates for the value of ADIF securilies
currently held, including a premium for the loss of collective control of ADIF that the
ADIF Security Holders currently enjoy.

14.3 Other financial impacts of the Proposed Merger

14.3.1 Distribution policy

The tables set out below include certain historical and forecast distributions per security for APG,
ADIF and the Merged Group. This information enables Security Holders to compare the
distributions per securily that they have received hislorically, and are forecast 1o receive
assuming the Proposed Merger is not implemented, with their entitlement to Forecast pro forma
sarnings and distributions following the Proposed Merger.

The tables below compare:

» annual distributions per security, for APG and ADIF, for FY2004 and FY2005;
. Forecast FY 2006 distributions per securily for each of APG and ADIF; and
. Forecast pro forma FY2006 distributions per security for the Merged Group.

The FY2006 Forecasts reflect the foracast distributions to which the holder of one APG or one
ADIF security will be eniitled. based on the Proposed Merger being implemented on 1 April 2006
and those holders converting that one APG or ADIF security info the appropriate proportion of an
Expanded Stapled Security at the Merger Ratio. Thus, one APG security will be entitled 1o the
distribution on one Expanded Stapled Securily and one ADIF security will be entitled to the
distribution on 78% of one Expanded Stapled Security. The forecast distributions are based on
the Forecasts set out in paragraph 9.8.1 above and the underlying assumptions set out in
paragraph 9.8.3.
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Post Proposed

Table 87: APG Security Holders - distributions

Pre Proposed Merger

Historical Merger

Forecast Forgcast

FY2004 FY2005 FY2006 FY2008

cents cents cents cents

{istribution per security 11.28 11.40 11.80 11.80
Taxahia 100% 79.1% 85.9% T6.6%
Tax Deferrad &.0% 20.9% t4.1% 23.4%
% concessicnal capial gains - - - -

Psflects pro forma FY2006 Forecast distribution per security of $0.118 for the Merged Group converied at the Merger
Ratio of 1:1 for AFG Security Holders.

The Australian 1ax consequences of receiving a trust distribution with a tax deferred component depends in part on the
cost base of investors in the underlying unis ferming part of the stapled securities, as described in the taxation report
i Section & of the Explanatory Memorandum. APG Security Holders are sirongly advised {o read the tax report
carefully to understand the Austraiian taxation implications of receiving a trust distribution: with a tax deferred
componart,

_______________________________________________________________________________________________|]
Table 88: ADIF Security Holders - distributions

Pre Proposed Merger

Post Proposed

Historical Merger

Forgcast Forecast

FY2004 FY2005 FY2006 FY2005

cents cents cents cents

{istribution per security 8.00 825 825 9.20
Taxahia 0.0% 14.5% 41.4% T6.6%
Tax Deferred 1080% 67.2% 58.6% 23.4%
% conceassional capital gains - 9.0% - -

Heflects pro forma FY2006 Forecast distribution per security of 11.80 cerds for the Merged Group converted at the
Merger Ratio of 1 : 0.78 for ADF Security Holders.

The Australian tax consequences of receiving a trust distribution with a tax deferred component depends in part on the
cost pbase of investors in the underlying uniis forming part of the stapied securities, as described in the axation report
it Section 8 of the Explanatory Memuorandum. ADIF Securily Holders are strongly advised to read the iax report
carefully to understand the Australian laxation implications of receiving a trust distribution with a tax deferred
componant.

The taxable component of the FY2005 distribution included capital gains {discounted by 50%) of approximately 0.85
certs per security arising from property disposals during the year. The tax advantaged component of the FY2005
distribution represents concessional capital gains of approximately 0.85 cemts per security arising from property
disposals during the year.

As will be seen from the above, there is unlikely 10 be any change in APG Security Holders'
distributions, while the distributions to ADIF Security Holders are likely fo be slightly diminished,
on a pro forma basis. We do not believe that the amount is material having regard 1o the other
features of the Proposed Merger and the polential benefits that would be available to
ADIF Security Holders if the Proposed Merger proceeds.

We alse note thal the above calculations are based on pro forma Forecasts for FY2006 that
include distributions on Expanded Stapled Securities in the Merged Group of 2.9 cenis
per security for the quarters ended 30 September 2005 and 31 December 2005 and 3.0 cents
per security for the quarters ended 31 March 2006 and 30 June 2006. On the basis of an
annualised distribution of 12 cenis (3 cents x 4) per Expanded Stapled Security in the
Merged Group, an ADIF Security Holder would receive an annual distribution of 9.36 cenis
(12 cents x 0.78} per securily, which exceeds the FY2006 Forecast distribution per ADIF security
of 8.25 cents.
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in addition o the above, we have compared the Forecast EPS and distributions for APG and
ADIF Security Holders, based on the Proposed Merger not being implemented versus
proceeding. Set out below is our comparison:

Table 89: Impact on EPS — Propesed Merger not being implemented versus Proposed Merger being
implemented

Proposed Merger Assuming Proposed Merger is implemented
is not :
implemeanted Change
Forecast Cents Cents
APG 12.24 11.98 0.23; {1.9%%)
ADIF 9.05 9.34 0.2¢ 3.20%

Overall the Proposed Merger does not have any material impact upon EPS or distribution per
security for either APG or ADIF Security Holders.

14.3.2 Impact upon financial position

PKFCA has compared the impact upon the net fangible assets (“NTA”™} and gearing ratio of
APG and ADIF as at 30 June 2005, assuming that Proposed Merger is not implemented as
compared with that of the Merged Group (based on the Pro forma Balance Sheet) assuming that
the Proposed Merger is implemented:

Table 80: Impact on Financial Position at 30 June 2005

Proposed Merger Pro-forma Balance Sheet
is not Assuming Proposed Merger is implemented
implemented

After Change

Proposed Merger Amount Percentage

NTA per existing security
APG $1.09 112 0.03 2.7%
ADIF $0.98 $0.88 {010} {10.29%)

Gearing {Net borrowings/
Total assets)

APG 23.6% 30.5% 6.9% 2994,
ADIF 53.6% 30.5% (23.1%) (43%)

We note the following in relation (o the above:

NTA

. thers is almost no effect for APG Security Holders; and

. ADIF Security Holders will experience a reduction in NTA per security due 1o the goodwill
recorded on APG’s stalement of financial position due to #ts acquisition of AFM some
years ago. However, in our opinion this is not a disadvantage to ADIF Security Holders,
as they are acquiring a valuable business (AFM).

Gearing

. for APG Security Holders, the gearing will increase. However, we note that the gearing
approximates LPT market averages; and

. for ADIF Security Holders, the gearing will decrease, which is an advantage for those
Security Holders,
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14.4 Potential market value implications

14.4.1 He-rating

in our opinion, the Proposed Merger has the potential to lead 1o a positive re-rating for all
Expanded Stapled Securities of the Merged Group. Set outl below are the factors which should
contribuie to the positive re-rating:

. the size and scale of the Merged Group should improve the trading liquidity of all
securities;
. poiential inclusion in various S&P/ASX indices, crealing a poot of potential investors

mandated to invest in securities included in various indices,; and

. the reduction in size of significant security holder blocks {refer 1o paragraph 14.4.2).

14.4.2 Liguidity and index inclusion

We nole that trading in ADIF securities is non existent {albeil a facility to re-purchase unils
exists); whilst the trading in APG securities is moderale, particularly by comparison with other the
LPTs which form the S&P/ASX 300 property index {“index™}.

We also note that although APG has adequate market capitalisation {0 be included in the index,
or other S&P/ASX indices, we understand that APG does not have sufficient liquidity and does
not derive a sufficient proportion of its revenues from property investments 1o be included in the
index.

The Proposed Merger is likely o {al least partially) address the above issues:

. the merger of ADIF with APG should provide improved liquidity of the Expanded Stapled
Securities of the Merged Group resufling from the increased size and scale of the
Merged Group, fogether with the increased number of members. In addition, the
Merged Group is likely to benefil from a more widely dispersed register of members; and

. inclusion of the Merged Group in the Index should be more likely once the inclusion of
ADIF's revenue from properly investments is taken into consideration; that is, the
Merged Group's revenues from property investments should comprise more than 680% of
its revenues.

14.4.3 Potential target

in our opinion the Proposed Merger faciliates the possible acquisition of the Merged Group.
However, Security Holders should note that as at the date of this report, there is no offer fo
acquire all of the Security Holders' interests in either APG or the Merged Group and such an offer
may not materialise.

The possibility of the Merged Group being subject to an attractive {akeover offer, whilst not
certain, cannot be discounied given the established consolidation trend in the LPT market and
measurable takeover premiums paid for LPTs acquired.

14.5 Management and control

The largest security holder on the APG register is Australian Executor Trustees Limited which has
a fotal 11.8% interest in APG. The largest security holder in ADIF is Avanteos Investments
Limited with a 13.8% interest. APG advised us that Avanteos is a master trust holding
investments on behalf of numerous investors. In the event of the Proposed Merger being
implemented, the above will have the following interests in the Merged Entity:

. Australian Execttor Trustees Limited’s interest will be the largest collective security
holding and will represent 9.8% of the Merged Group's Expanded Stapled Securities; and

» Avanteos Investments Limited's collective interest will reduce to 2.3% of the
Merged Group's Expanded Stapled Securities,
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No one patty will be able o control the Merged Group and the resulting security register
consequently is slightly more widely dispersed, with the top 10 security holders holding 39.3% of
the Expanded Stapled Securities.

14.6 Alternative transactions

We understand thal, apart from refaining their respective positions, there are no currently
available alternatives for APG and ADIF other than the Proposed Merger.

14.7 Other Advantages and disadvaniages

14.7.1 Advantages and disadvantages for both APG and ADIF

Advantages

improved platform for further growth

Whilst both entities have enjoyed growlh, we are of the opinion that the Proposed Merger best
iacilitates the growth prospects for each entily going forward. Set out below are the key factors
that support this view:

»

the Proposed Merger should facilitate improved access 1o both equity and debt capital
markets which in turn should improve the marginal cost of capital and hurdle rales of the
Merged Group;

the potential re rating of the Merged Group, including its potential inclusion in stock
market indices and increased inferest by the investment communily would make
securities in the Merged Group a more attractive currency for effecting any acquisitions,
should the Merged Group wish to finance the same efther in whole or part via script;

the Proposed Merger creates a more robust business entity as a result of greater
diversification in terms of exposure 1o property type, property location, major tenants and
income streams,;

the Proposed Merger improves the ability fo shift capital from one business area o
another when appropriate; and

the Proposed Merger adds to APG property exposures in Queensland, which is
Australia’s fastest growing State economy.
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increased diversification
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Qverall the Proposed Merger effects greafer diversification in terms of property type exposure,
property location exposure, major lenant exposure and income streams a summarised below:

Table 81: Diversification summary

Aspect

Property type exposura

Property location exposure

Major tenant exposure

Maior properly exposure

EBITDA exposure

{basad on Forecast
FY2008)

APG

Commercial
Retail
Industrial
Hesidential

NSW, ACT and SA

Top & tenants contribute
38.5% of total rental
ihcoms

Top & properiies contribute
7% of total rental incoms
Property investment-50%
Mortgage lending- 25%
Funds management and
properly investment
banking-9%

Property devalopmeni-63%

ADIF

Commercial
Tourism
Hetail
industrial
Hesidential

NSW, VIC, GLD and SA

Top 5 tenants contribute
over 50% of total rental
frcoms

Top & properties contribute
63% of total rental incoms
Property investment-81%
Morgage lending-14%
Property devalopment-5%%

Merged Group

Commercial
Tourism
Hetail
industrial
Residential

NSW, VIC, GLD, ACT and
SA

Top & tenanis contribute
28% of total rental incoms

Top & properties condribule
45% of total rental incoms
Property investment-629%
Mortgage lending-22%
Funds management and
properly investment
banking-10%

Property developmant-6%

Source: PKFCA analysis

Property location is more diversified in the Merged Group as illustrated pelow:

Table 82: Merged Group Summary of properly by geographic location
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168  ABACUS PROPERTY GROUP

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl

07



Property fype exposure is more diversified in the Merged Group as illustrated below:

Table 83: Property by industry sector
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The Merged Group will derive a tofal of 28% of iis total rental income from its top five tenants
being Optus, The Chifley at Lennons, Waco, Santos and CSIRQ. This compares favourably to
the reliance on the top 5 tenants for either APG's or ADIF's investment property portiolic. This is
Hustrated below:

Table 84: Major tenants
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Property portiolio

Source: APG, PKFCA analysis

improved focus of management ieam

The Proposed Merger deals with the issues of polential conflicts between serving the best
interests of APG and ADIF.
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PKFCA has investigated the relationship between LPT market capitalisation and their cost of
equity capital. In our analysis:

Improved access 1o capital markets

. the cost of equily capital has been measured by the estimated earnings per share yield
for FY2006;
. the market capitalisation of the LPTs has been measured as at 20 October 2005,

Table 85: Cost of equity capital (measured by FY 2006 EPS yield) vs Market Capitalisation

Cum-Adj FY'06 EPS Yield
%

0.00 5.00 10.00 15.00 20.00 25.00 30.00

Market Capitalisation (3 billions}

Source: Bloomberg

The above graph confirms the assertion that size and scale atiracts cheaper equily capital. If can
be seen from the graph that as the market capitalisation of an LPT increases, the cost of equity
tends to converge in a downwards trend.

Further as mentioned above, the potential re rating of APG, including its potential inclusion fo
more stock indices and increased interest by the investment communily would make securities in
APG a more atiractive currency for any type of equity raising.

We therefore conclude that the Proposed Merger has the potential to reduce the cost of equity
capital for the Merged Group.

Potential reduced cost of debt
The cost of debt is the largest expense of APG and ADIF.

PKFCA has reviewed the cost of debt capital for the some of the larger LPTs which have, in the
main, been able to source thelr debt from the debt capital markets directly. An example is Investa
which has been able 1o issue medium term notes ranging from 5.75% pa 10 6.25% pa. H is noted
that Investa has a lower cost of debt capital compared 1o APG or ADIF, which have a cost of debt
of at least approximately 7% pa.

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl {4

17¢  ABACUS PROPERTY GROUP



14.7.2

PKF

Disadvaniages
Risk/return profile

The current separate vehicles allow investors to match their risk/return profiles between:

. a listed property invesiment vehicle with an exposure 1o funds management {AFM}, and
property development and financing activities; or

. an unlisted property invesiment vehicle with an exposure to only property investment and
financing activities.

it may be that the risk/return profile of the Merged Group would not suit all current APG and/or
ADIF Security Holders.

Transaction costs

The Proposed Merger costs are estimated to be $600,000. However most of this cost is a sunk
cost as it will have been incurred regardless of whether or not the Security Holders approve the
Proposed Merger.

Advantages and disadvantages for APG oniy

Advaniages
Size and scale of APG property investment portiolio.

The Proposed Merger will improve the size and scale of APG's current property investmeant
activities which may bring about diversification and economy of scale benefits.

in particular the Proposed Merger is atiractive given the difficulty in the current investmenti climate
in securing attractive yvielding quality properties.

Lease expiry profile

The lease expiry (by area) of the Merged Group's property porticlio as at 30 September 2005 is
as follows:

Table 96: Merged Group Summary of lease expiry

50.0%

50.0% ..

40.0% ________

30.0% ________

20.0%

10.0% %ﬁ
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|m AT D ADIF @ Merged Group |

Source: APG; PKFCA analysis
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We note that the lease expiry profile will lengthen for APG, however ADIF's lease expiry profile
will shorten.

Other

Increased dependency upon property related assets

The Proposed Merger will result in the Merged Group having higher earnings dependence upon
property investment asseis. This represenis a change from the less capital intensive, but more
risky, funds management business.

14.7.3 Advantages and disadvantages for ADIF only

Advaniages
Premium for control

As a resuft of implemeniing the Proposed Merger, the ADIF Security Holders will obiain a
premium for control for their securities, which is a significant advaniage as compared with the
likely discount for iHiquidity and minorily interest that may otherwise apply in the case of an
individual ADIF Security Holder wishing to sell their ADIF securities in the absence of the
Proposed Merger.

Impact on liquidity of ADIF securities

From the viewpoint of ADIF Security Holders, a significant advaniage arising from the
Proposed Merger is that their securilies will become listed, thereby providing significantly
increased liquidity 1o their holdings.

Internalisation of management

The Proposed Merger effects an internalisation of ADIF's management. The major benefit of
such an internalisation would be the elimination of potential for conflicts of interest.

Addition of diversified income streams
The Proposed Merger will result in the introduction of funds management and enhanced property

development and lending activities to ADIF Security Hoilders. The introduction of these
businesses has the potential {o:

. increase ADIF Security Holders' income growth prospects;
. broaden the range of income streams available to ADIF Security Holders; and
) increase ADIF Security Holders' return on capital {given the lower capital requirements of

these activities}.
Attractive exit price
The Proposed Merger reflects a payment of a premium for control 1o the ADIF Security Holders.

This premium woulkd not be paid under the scenarios:

» of a listing of ADIF by way of IPO for which the ADIF Security Holders may be required fo
suffer from an IPQ discount required to guarantee sufficlent interest in ADIF securities in
order to list ADIF; or

. of the existing liquidity mechanism for ADIF Securily Holders.
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Disadvantages
Loss of structural discipline

The existing separation of ADIF from is manager provides a form of discipline, as AFM’s role as
manager could be terminated upon a vote of ADIF unitholders for any reason such as non
performance.

Increased volatilty

One of the attractions to investors of unlisted property invesiment vehicles is the lack of volatility
{perceived or real) in the value of the securities. Listing on the ASX will result in transparent price
volatility of ADIF Security Holders' securilies which the Security Holders may not have been
accustomed {o.

Lease expiry profile

The Proposed Merger will resull in a shortening of the lease expiry profile as compared with
ADIF's present position. However, we note that the lease expiry profile of the Merged Group
remains fairly long.

Tenure of investmeani

The difficulty with which an uniisted property investment vehicle could be taken over makes such
an event unlikely. However, should the Proposed Merger proceed, the ADIF Security Holders are
at rigk of their investment being acquired by any takeover of the Merged Group.

Taxation consequences

Based on the fax report included Section 8 of the Explanatory Memorandum, broadly speaking,
there are no capital gains tax consequences for all Security Holders. However, we note that a
part of the Stapling Distributions o effect the Proposed Merger are likely 1o resuit in a reduction in
the cost base of the investment for {ax purposes and to the exient that a Security Holder has no
tax cost base, this will likely resul in a capital gain.

Implications for APG and ADIF Security Holders of rejecting the Proposed Merger

APG

The key implications for APG Security Holders of rejecting the Proposed Merger would essentially
be, in the absence of any other proposal, a refurn to organically based growth. Apart from
potentially slower rates of growth in the current market conditions, APG Security Holders would
continue to suffer from the following disadvantages:

. the difficully in acquiring atiractive yielding quality properties in the current investment
climate;

. a lack of size and scale, which in our opinion is affecting APG’s ability to access capial at
more attractive rates;

. due to the lack of size and scale, a restriction in the ability to compete in the acquisition of
assets,

. a longer timeframe for APG to be included in major share market indices; and

. an increased risk that an opportunistic takeover offer would materialise which would not
encapsulate the full value for APG securities.
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14.10 ADIF

in our opinion the implications for ADIF Security Holders of the Proposed Merger not proceeding
is tess severe than those for the APG Security Holders. However, ADIF Security Holders would
suffer from the opporiunily costs of Proposed Merger benefils foregone. In our opinion, apart
from potentially slower rates of growth in the current market conditions, ADIF Security Holders
would continue to suffer from the following disadvaniages:

. the difficulty in acguiring attractive yielding quality properties in the current investment
climate;

. a lack of size and scale which in our opinion is affecting ADIF's ability to access capital at
morg altractive rates;

. due to the lack of size and scale, a restriction in the ability o compete in the acquisition of
assets;

. the continuation of an externally managed model, which does not necessarily completely
align the interests of ADIF with the manager;

. the opporiunily to diversify the earnings of ADIF by its exposure 1o AFM's business
activities; and

. the opportunity for liquidity of their securities.
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15 QUALIFICATIONS DECLARATIONS AND CONSENTS

15,1  Qualifications

PKFCA is the licensed corporate advisory arm of PKF New South Wales, Chartered Accountants
and Business Advisers. PKF New South Wales provides advice in relation to all aspects of
valuations and has extensive expetience in the valuation of corporate entities.

Messrs Peter Cornell and Vince Fayad are the executives of PKFCA primarily responsible for the
preparation of this report.

Mr Peter Cornell B.Com, LLB, is a Principal of PKFCA. Mr Comell has over 25 years experience
in law, business valuation and corporate advisory and planning activities. He has had extensive
experience in the areas of preparation and review of independent expert's reports, lifigation
accounting. business feasibiity studies, financial investigations, business valuations and due
diligence reviews.

Mr Vince Fayad B.Bus, CA, is a Director of PKFCA. Mr Fayad is alsc a Parther of
PKF New South Wales. Mr Fayad has over 25 years experience in a number of specialist
corporate advisory activities including company valuations, due diligence investigations,
preparation and review of business feasibility studies, public company floats, accounting, advising
on mergers and acquisitions, advising on independence expert reports, preparation of information
memoranda and other corporate investigations.

Based on their experience, Messrs Comell and Fayad are considered fo have the appropriate
experience and professional qualifications 1o provide the advice offered.

15.2 [Independence

PKFCA is not aware of any matter or circumsiance that would preclude # from preparing this
report on the grounds of independence either under regulatory or professional requirements. in
particutar, PKFCA has had regard 10 the provisions of applicable pronouncements and other
guidance statements relating to professional independence issued by Australian professional
accounting bodies and ASIC.

PKFCA has not held and, af the date of this report, does nof hold any shareholding in or other
relationship with APG, ADIF or any related entity that could be regarded as capable of affecting
its ability to provide an unbiased opinion in relation to the Proposed Merger. PKFCA considers
itself to be independent in terms of PN 42 - independsance of Experts’ Reports, issued by ASIC.

PKFCA will receive a fee in the order of $170,000 (plus goods and services fax and any
dishursements) based on time spent in respect of the preparation of this report and the
associated reports in relation to the Forecasts and the Pro forma Balance Sheets. PKFCA will
not receive any fee contingent upon the outcome of the Proposed Merger, and accordingly. does
not have any pecuniary or other interests that could reasonably be regarded as being capable of
affecting its ability to give an unbiased opinion in relation to the Proposed Merger.

Four drafts of this report were provided to the Directors and their advisers. Cerlain changes were
made o the report as a resuit of the circulation of the draft reporis. However, no changes were
made to the methodology, valuations, conclusions or recommendations made 1o the
Security Holders as a result of issuing the draft reports.
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15.3 Disclaimer

This report has been prepared at the request of the Directors and was not prepared for any
purpose other than that stated in this report. This report has been prepared for the sole benefit of
the Directors and Security Holders entitled fo receive a copy of the Explanatory Memorandum.
Accordingly, this report and the information contained herein may not be relied upon by anyone
other than the Directors and Security Holders without the written consent of PKFCA. PKFCA
accepts no responsibility to any person other than the Directors and Security Holders.

The statements and opinions contained in this report are given in good faith and are based upon
PKFCA's consideration and assessment of information provided by the Directors, executives and
management of all of the entities.

Yours faithiully

Vince Fayad Peter Corneil
Direcior Principal
Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl 115
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in preparing this report PKFCA has had access to and relied upon the following principal sources of
information:

APPENDIX 1: SOURCES OF INFORMATION

. annual and interim financial reports (including audited and reviewed financial statemenis) of
APG {consolidated), AGHL, AT, AGPL and AlT for FY2003 to FY2005 (inclusive);

. management accounts for the above mentioned entities for FY2003 to FY2005 (inclusive) and the
three months o 30 September 2005;

. prospective financial information (i.e. Forecasis) for APG, ADIF and the Merged Group for
FY2008;

. stock brokers’ reports on APG and other LPTs as well as analyst reports on ADIF and other
unisted property funds;

. ASX company announcement of APG  since 30 June 2002 1o date;

. APG and ADIF share registers as at 30 September 2005;

. details of APG and ADIF property holdings as at 20 September 2005;

. property valuations relating to the above property holdings;

. various prospectuses/offer documents and financial siatements of investment funds for which
AFM is the manager;

. management documents prepared by the management of APG, ADIF and AFM;

. publicly available economic and property research publications by major trading banks in
Australia;

. various indusiry analyst reports including information sourced from Properly Investment
Rasearch Ply Lid and the BDO Listed Property Trust Survey 2004;

. other LPT independent expert reporis;

. publicly available information on APG, comparable companies and relevant market transactions
published by Bloomberg;

. draft Explanatory Memorandum and notices of meetings dated 7 December 2005; and

J other information available in the public domain in relation o APG, ADIF and the Australian

property industry.

In addition 1o the above, PKFCA has had various discussions with the management, officers and advisers
of APG and ADIF regarding thelr operations, financial position and prospects and the Proposed Merger.
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In conducting our assessment of the fair market value of APG, ADIF and the Merged Group, the following
commonly used business valuation methods have been considered:

APPENDIX 2: VALUATION METHODS

Discounted Cash Flow Method
The discounted cash flow (“DCF”} method is based on the premise that the vaiue of a business or asset
is represented by the present value of its future cash flows. I requires two essential elements:

. the forecast of future cash flows of the business or asset for a number of years {usually five to
10 years); and

. the discount rate that reflects the risks of those cash flows that is used to discount the forecast
cash flows back to net present value ("NPV™).

DCF is appropriate where:

. the businesses’ earnings are capabile of being forecast for a reasonable period wilh reasonable
accuracy;
. earnings or cash flows are expected to fluciuate significantly from year 1o year;

the business or asset has a finile life;

the business is in @ "start up’ or in early stages of development;

the business has irregular capital expenditure requirements,;

the business involves infrastructure projects with major capital expenditure requirements; or
J the business is currently making losses but is expected to recover.

Capitalisation of Future Maintainable Earnings Method

This method involves the capitalisation of estimated future maintainable earnings by an appropriate
multiple. Maintainable earnings are the assessed sustainable profits that can be derived by the business
and excludes any one off profits or losses. An appropriate earnings multiple is assessed by reference to
available market evidence as 1o the eamings multiples of comparable companies.

This method is suitable for the valuation of businesses with indefinite trading lives and where eamnings are
retatively stable or a reliable trend in eamings is evident.

Net Realisable Value of Assets

Asset based valuations involve the determination of the fair market value of the assels used in the
bisiness.

Valuation of net realisable assets involves:

. separating the business or enlity info componenis which can be readily sold, such as individual
business units or collection of individual #tems of plant and equipment and other net assels; and

. ascribing a value 1o each based on the net amouni that could be obtained for the asse! if sold.

The net realisable vaiue of the assets can be determined on the basis of:

. orderly realisation: this method estimates fair market value by determining the net assets of the
underlying business including an allowance for the reasonable cosis of carrying out the sale of
assets, laxation charges and the time value of money assuming the business is wound up in an
orderly manner. This is not a valuation on the basis of a forced sale where the assets might be
sold at values materially different from their fair market value;
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. fiquidation: this is a valuation on the basis of a forced sale where the assets might be sold at
values malerially different from their fair market value; or

. going concert. the net assets on a going concem basis estimates the market value of the net
assets but does not take into account any realisation costs. This method is often considered
appropriate for the valuation of an investment or property holding company. Adjustments may
need 1o be made to the book value of assets and liabilities to reflect their going concern value.

The net realisable value of a trading company’s assets will generally provide the lowesl possible value for
the business. The difference belween the value of the company’s ideniifiable net asseis (including
identifiable intangibles) and the value obtained by capitalising earnings is altribuiable to goodwill.

The net realisable value of assets is relevant where a company is making sustained losses or is making
profits but af a level less than the required rale of return, where { is close to liquidation, wherg it is a
holding company, or where all its assels are liqguid. It is also relevant to businesses which are being
segmenied and divested and to value assets that are surplus to the core operating business. The net
realisable assets methodology is also used as a check for the value derived using other methods.

These approaches ignore the possibility that the company’s value could exceed the realisable value ot iis
assets.

Share Market Trading History

The application of the price at which an entily’s securities frade on the ASX is an appropriate basis for
valuation where:

. the securities trade in an efficient market place; and
. the market for the securities is active and liquid.

Constant Growth Dividend Discount Model

The dividend discount modet works best for:

. firms with stable growth rates;

. firms which pay out dividends that are high and approximate free cash flow o equity;
. firms with siable leverage; and

. firms where there are signiticant or unusual limitations 1o the rights of shareholders.

Special Value

Special value is the amount which a potentiai acquirer may be prepared o pay for a business in excess of
the fair market value. This premium represents the value to the potential acquirer of potential economies
of scale, reduction in competition or other synergies arising from the acquisition of the asset not available
to likely purchases generally. Special value is not normally considered in the assessment of fair market
value as i relates to the individual circumstances of special purchases.
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APPENDIX 4: ALLOCATION OF APG BOOK VALUE BY BUSINESS ACTIVITY
Table 97 APG Business activities

30-Jun-05 30 Sep-05
Consolidaled Balance Book Value Book Value Property Mortgage AFHM - Other -
sheet AGAAP AIFRS invesiment ~ business - Book value Book value
Book vaiue Book value  allocation allocation
ailocation allocation
$ million $ million $ million $ million % million $ million

Assets
Cash 4.42 16.23 $6.23
Receivables 20.09 5.48 5.48
Investment properties 352.04 357.67 357.67
Property Plant & Eouipment 013 014 0.14
Meorigage Loans (Principal &
interast) t152.88 17482 $74.92
nvestments in JVs 13.76 11.58 11.58
Investmenis irn Listed &
Hnlisted vehicies 16.62 18.88 18.88
Intangible assets {net) 30662 3230 32.39
Other financial assats 1.97 1.78 1.76
Other assels 1.80 1.37 $.37
Total Assets 593.52 620.44 357.67 174.92 62.85 25.00
Liabitities
Credilors and Accruals 553 4.61
Provision for Distribution .94 14.98
Provision for Tax 0.78 1.7
Provision for Other 0.70 0.81
Borrowings — Bank {Note 1} 17275 142 62
Swaps - 423
Totai Liabililies 189.72 168.84
Net Assets 403.81 451.59

Source: APG managemert accounts
-

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl 121

182 ABACUS PROPERTY GROUP



PKF

APPENDIX 5: ALLOCATION OF ABIF BOOK VALUE BY BUSINESS ACTIVITY
Table 98: ADIF Business activities
30-Jun-05

30-Sep-05

Consolidated Balance Sheet

Assets

Cash

Heceivables & other financial assets
Irvestments in Joint Ventures
Investment properties {inc plant & equipment)
Management rights

Mortgage Loans (P&}

Total Assets

Liabilities

Craditors and Accruals

Provision for Distribution

Borrowings - Loan APG

Borrowings — Third parly
Borrowings - Bank

Swaps

Total Liabitities

MNet Assets

Book Value
AGAAP

% million

Book Value
AIFRS

$ million

Property
investment

Book
value

alipcation
$ million

Mortgage
business

Book
valug

allocation
% million

Other
Book vaige
ailocation
$ million

179 525 5.25
5.09 5.48 5.46
336 1.50 1.50
177.43 200.98 200.98
115 1.12 1.12
328 24.58 24.59
222.37 238.90 20210 24.59 12.21
387 4.64
234 2.87
14.57 19.88
7.69 7.78
92,43 TO2.50
0.58
121.00 137.85
1901.37 101.05

Source: ADHF management accounts
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APPENDIX 6: COMPANY DESCRIPTIONS — FUND MANAGERS

Table 98: Company descriptions

Company Dascription

APN Property Group Limited APN Property Group Limited is a fully integrated property company. The Company
specializes in the managemerd of property funds, inciuding both direct property funds
and property securities funds.

OFM Investment Group Limited OFM ivestment Group Limited provides financial services and properly investments.
The Company's financial services include funds management, morigage and
deveiopment finance, properly invesiment and devslopment and retail insurance.

Cromwell Corporation Limited Cromwell Corporation Limited is property development company with interests in
commercial and office properties in far North Cueensland and Adelaide. The
Company's other activities include project management, syndication and investment.

WacarthurCook Limited MacarthurCook Limited is a properly and funds managemert company. The Company
provides property investment management such as mortgages and investment funds.
The property advisory services include provision of services to third parties in property
acqguisitions.

WRF Sacurities Limited WREF Securities Limited is a boutioue funds manager that develops, markets and
manages property investmert products and investment funds along with marnaging
agribusiness investment products.

Hunter Hall iternational Limited Hunter Hall Irternational Limited is an sthical fund marnager whose investment policy
restricts invesiment in companies involved in activities such as {obacoo, armaments,
gambling, and destruction of the envirenmerd or cruefty 1o animais.

Australian Ethical Investment Limited Australian Ethical Investment Limited operates as a funds manager. The Company

manages a portfolio of ethical investments that support socisty and the snvironment
such as recycling, renewable energy, complemsriary healthcare, education: and bio-
diversity.

Source: Bloomberg
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APPENDIX 9: COMPANY DESCRIPTIONS — DEVELOPERS

Table 102: Comparable Company Descriptions

Company Description

Larger Diversified Developers

tend Lease Corporation Limited Lend Lease Corporation Limited provides real estals project management, project
design, project financing and construction services along with property development.
The Company aiso provides real estate invesimert managemerd services.

t eighton Holdings Limited Leighton Holdings Limited offers a variety of project development and contracting
services o public and private sector clients in the Asia-Pacilic region. Leighton
provides design management, civil enginesring construction, building, mining and
process engineering.

FRP Property Group FKP Property Group's activities include the devslopment for resale of fand subdivision,
residential and commercial property along with commercial and residential building and
construction. The Company also develops and manages retirement villagses.

Peet & Company Limited Peet & Company Limited is a property development company that focuses on the
residential housing sector. The Company purchases, manages, deveiops and selis
properties in Western Australia, Victoria, Gueensland and New South Wales.

Suniand Group Limited Suntand Group Limited is a property development and construction company. The
Company's developmerd sites include residential housing, apariments and hotels. The
Company is also involved in hote! investments and operations.

AVlJennings Homes Limited AVdennings Homes Limited operates in the land development and housing sectors.
The Company constructs residential houses in Australia along with residential land
devslopmant.

Walker Corporation Umited Walker Corporation Limited is a property development company. The Company is
invoived in residential, retall, commercial and industrial property development and civil
enginsering. Walker's projects ars located in Queenslard, New South Wales and
Victoria.

Central Eguity Limited Central Eguily Limited operates in the property development and management
industry. The Company's property portfolio includes commercial and residertial
apanmert complexes and town homes,

Willa World Limited Willa World Limited develops and reselis residenttal land and/or buildings for the
affordable home market in Quesnsiand, New South Wales and Victoria, The Company
also develops and manages retirement villages in Queensiand.

Ceadar Woods Properties Limited Cedar Woods Properiias Limited is a real estate dovelopmeant company Tor residential
housing as well as industrial and commercial projects in Australia.

Watpac Limitad Watpac Limited is involved in the construction and refurbishmerd of buildings,
development of property real sstale and is involved in construction managemerdt.
Watpac's construction: projects are utilized by the commercial, residertial, industrial
and retail.

Davine Limited Bravine Limited provides residential property marketing and development and
marufactures bullding supplies for the housing and construction industries. The
Company's housing products also include lcan origination and securitization.

Developars

Raptis Group Limited Raptis Group Limited is & property invesimert and development company which
operates residential joint verdures. The residences are located on the Gold Coast and
Surfers Paradise in Queensiand and include apartments and beachside apartments.,

Welroland Australia Limited Metrofand Australia Limited activities inciude property development, project
maragement ard construction ard financial services and investment,

Phileo Australia Limited Phileo Alstralia Limited operales as a property investor and developer in Australia.

The Company develops poth residertial and office properties.

Source: Bloomberg
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PKF

This Financial Services Guide is issued in relation to an independent expert’s report (“Report”) prepared
by PKF Corporate Advisers Pty Limited at the request of the directors (“Directors™) of each of Abacus
Group Holdings Limited ("AGHL”), Abacus Group Projecis Limited (*AGPL")} and Abacus Funds
Management Limited ("AFM”} as the Responsible Entity for each of Abacus Income Trust (AIT”} and
Abacus Trust (“AT"} in relation fo a8 proposal that Abacus Property Group {(“APG") and Abacus
Diversified Income Fund {("ADIF") merge {"Proposed Merger™) to form an expanded Abacus Property
Group (the "Merged Group”). The Report is intended o accompany an Explanatory Memorandum that is
o be provided by the Directors 1o the Security Holders entitled o vote on the Proposed Merger
{“Explanatory Memorandum”).

APPENDIX 12: FINANCIAL SERVICES GUIDE

PKF Corporate Advisers Pty Limited

PRF Corporate Advisers Piy Limited ("PKFCA™) {ABN 70 050 038 170} has been engaged by the
Directors to prepare the Report expressing our opinion as to whether or not the Proposed Merger is in the
best interests of the Security Holders in each of APG and ADIF {(“Security Holders”).

Financial Services Guide

PRFCA holds an Australian Financial Services Licence {Licence No: 247420) {"Licence™). As a result of
our Report being provided 10 you we are required 10 issue to you, as a retail client, a Financial Services
Guide (“F8G”). The FSG includes information on the use of general financial product advice and is
issued so as to comply with our obligations as holder of an Australian Financial Services Licence.

Financial services we are licensed to provide

The Licence authorises PKFCA 1o provide reports for the purposes of acting for and on behalf of clients in
refation to proposed or aclual mergers, acquisitions, takeovers, corporale restructures or share issues, 1o
carry on a financial services business to provide general financial product advice for securities and certain
derivatives {limited to old law securities, oplions contracis and warranis) 1o refail and wholesale clients.

We provide financial product advice by virtue of an engagement to issue the Report in connection with the
issue of securities of another person.

Qur Report includes a description of the circumstances of our engagement and identifies the party who
has engaged us. You have not engaged us directly but will be provided with a copy of our Repori (as a
retail client) because of your connection with the matters on which our Report has been issued.

Our Report is provided on our own behalf as an Australian Financial Services Licensee authorised to
provide the financial product advice contained in the Report.

General Financial Product Advice

Our Report provides general financial product advice only, and does not provide personal financial
product advice, because it has been prepared without faking into account your particular personal
circumstances or objectives (either financial or otherwise), your financial position or your needs.

Some individuals may place a different emphasis on various aspecis of potential invesiments.

An individual's decision in relation o the Proposed Merger described in the Explanatory Memorandum
may be influenced by their particuiar circumstances and, therefore, individuals should seek independent
advice.

Benefits that we may receive

PKFCA has charged fees for providing our Report. The basis on which our fees will be defermined has
been agreed with, and will be paid by, the person who engaged us to provide the Report. Our fees have
been agreed on either a fixed fee or lime cost basis.

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl 13
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PKF

Remuneration or other benefits received by our employees

All our employees receive a salary. Employees may be eligible for bonuses based on overall productivity
and contribution 1o the operation of PKFCA or related entities but any bonuses are not directly connecled
with any assignment and in particular are not directly related to the engagement for which our Report was
provided.

Referrals

We do not pay commissions or provide any other benefils 1o any parties or person for referring customers
to us in gonnection with the reports that we are licensed {o provide.

Associations and relationships

PRFECA is the licensed corporale advisory arm of PKF New South Wales, Chartered Accountants and
Business Advisers. The directors of PKFCA may alsc be partners in PKF New Scuth Wales,
Chartered Accountants and Business Advisers.

PKF New South Wales, Chartered Accountants and Business Advisers is comprised of a number of
related entities that provide audil, accounting, fax and financial advisory services to a wide range of
clients.

PKFCA's contact details are as set ouf on our letterhead.

Complaints resolution

As the holder of an Australian Financial Services Licence, we are required 1o have a system for handiing
complaints from persons to whom we provide financial product advice. All complaints must be in writing,
addressed {o The Complaints Officer, PKF Corporate Advisers Pty Limited, Level 10, 1 Margaret Street,
Sydney NSW 2000.

On receipt of a wrilten complaint we will record the complaint, acknowledge receipt of the complaint and
seek {0 resolve the complaint as soon as practical.

i we cannot reach a satisfactory resolution, you can raise your concerns with the Financial Industry
Compiainis Service ("FICS”). FICS is an independent body established 1o provide advice and assistance
in helping resolve complaints relating to the financial services industry. PKFCA is a member of FICS.
FICS may be coniacted directly via the details set out below.

Financial Industry Complaints Service Limited

PO Box 579

Collins Streef West

Melbourne VIC 8007

Toll free: 1300 78 08 08

Facsimile: (03} 9621 2291

Email: www fics@fics.asn.au

Abacus Property Group & Abacus Biversified income Fund — Indspendent BExperi’s Reporl 132
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Greenwoods
& Freehills

8 December 2005

The Directors

Abacus Group Projects Limited
Abacus Group Holdings Limited
Abacos Funds Management Limited
ievel 34, Australia Square

264-278 George Street

SYDNEY NSW 2000

Dear Sirs

We have been mstrocted by Abacus Group Projects Limited (“AGPL"), Abacus
Group Holdings Limited (“AGHL”) and Abacus Funds Management Limited as
responsible entity for Abacus Income Trust (“AIT”) and Abacus Trust (“AT”) to
prepare a taxation report on the Australian income tax and goods and services tax
(“GST”) issues, for inclusion in an Explanatory Memorandum, in relation to the
transaction described in detail in the Explanatory Memorandum and summarised
below (the “Merger” and “Sale Facility™).

The mformation contained in this report is of a general nature only. It does not
constitute tax advice and should not be relied upon as such. This report only
outlines the general Australian taxation tmpheations for APG security-holders
{where APG securities comprise one AGHL share and one AT unit) and ADIF
security-holders (where ADIF securities comprise one AGPL share and one AIT
unit} in respect of their participation in the Merger or Sale Facility and from the
holding and disposal of Merged Group Stapled Securitics. We have only dealt
with certain resident and non-resident Security-holders that are individuals,
complying superannuation enfities and compames that hold their respective
investments on capital account. In particular we have not addressed the tax
treatment for Security-holders that hold their securities on revenue account such
as banks and other trading entities or non-resident Security-holders who currently
hold APG securities or ADIF securifies, through a permanent establishment in
Australia.

All investors should seek independent professional advice on the
copsequences of their participation in the fransactions, based on their
particular circamstances.

MLE Cerndre Martin Place Sydney NSW 2000 Australia  Telephone 61 2 9225 5955 Facsimile 61 2 8221 6316
GPO Box 4882 Sydney NSW 2001 Ausiralia  www.gfcontau DX 482 Sydney

Liability imited by & scheme approved under Professionsl Standards Legislation
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Terms used in this report arc, unless stated otherwise, defined in the same way as
they are m the Explanatory Memorandum.

This report is based on the provisions of the Jncome Tax Assessment Act 1936, the
Income Tax Assessment Act 1997, the 4 New Tax System (Goods and Services
Tuxj Act 1999 and related acts, regulations and Australian Taxation Office
(“ATO") nulings and determinations applicable as at the date of this letter.
Importantly, we have requested confirmation from the ATO in relation to certain
aspects of the transaction. If such confirmation is provided, the transaction will
not lead to taxable events to ADIF or APG security-holders for capital gains tax
(“CGT”) purposes. It is anticipated that such confirmation will be provided and
this report is based on such confirmation being provided.

1 Factual Background
1.1 Merger
The Merger can be summarised broadly as follows:

. each Existing AIT unit and Existing AGPL share (which comprise one
ADIF security) will be converted into. .78 Restructured AIT units and .78
Restructured AGPL shares, with each holding being rounded up to the
nearest whole number of Restructured AIT units and Restructured AGPL
shares;

. each Restructured AIT unitholder will receive a stapling distribution of
$0.77718 per AIT unit to be applied on behalf of each AIT unitholder to
subscribe for one AT unit for $0.77618 and for one AGHL share for
$0.001;

. cach AT unitholder will receive a stapling distribution of $0.15969 per AT
unit to be applied on behalf of each AT unitholder to subscribe for one
Restructured AGPL share for $0.001 and one AIT Restructured unit
$0.15869;

* each ADIF security and APG security will be Stapled and listed on the
Aaustralian Stock Exchange (each a “Merged Gronp Stapled Security™).

1.2 Sale Facility

. Foreign security-holders will be required to participate in the Sale Facility
whereby legal title to the relevant security-holder’s ADIF securities or
APG securities will be transferred to a stockbroker (as bare trustee) prior
to the conversion of ADIF Securities referred o in Section 1.1 above.
Following conversion and merger, the resulting Merged Group Stapled
Secunties will be sold under the Sale Facility and the relevant Foreign
security-holders will be paid the Sale Facility Consideration payable
under the Sale Facility.

The general taxation consequences of participating in the Merger or Sale Facility
are outlined below.
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2 Tax Consequences of Merger

2.1 ADIF security-hoiders
The CGT and income tax consequences discussed below will generaily apply to:
() Australian-resident ADIF security-holders; and

(b)  non-resident ADIF security-holders whose existing securities have the
necessary connection with Australia (refer 4.4 below),

211 Conversion of Existing AT units and AGPL. shares

For CGT purposes, 1f two or more CGT assets (such as Existing AIT units and
AGPL. shares, each unit or share being a separate CGT asset) are merged into a
single asset where the beneficial ownership of cach original asset and the new
asset remaims the same, the merger will not be a taxable event for CGT purposes.

Where two or more CGT assets are merged into a single CGT asset and the
beneficial ownerslap of each original asset and the new asset remains the same,
each element of the cost base and the reduced cost base (as the case may be) of
the new asset (at the time of mergingj 1s the sum of the corresponding elements of
the cost base of each original asset.

Accordingly, the cost base and reduced cost base of an AIT unitholder’s
Restractured AIT units will be equal to the sum of the cost base and reduced cost
base of their Existing AIT units apportioned across the Restructured AIT units in
accordance with the ratio for the conversion of the Existing AIT units.

Similarly, the cost base and reduced cost base of a AGPL shareholder’s
Restructured AGPL shares will be equal fo the sum of the cost base and reduced
cost base of their Existing AGPL shares apportioned across the Restructured
AGPL shares in accordance with the ratio for the conversion of the AGPL shares.

On the basis that the conversion of Existing AIT units and Existing AGPL shares
will not be a taxable event for CGT purposes (because there will be no change n
beneficial ownership of the AIT units), an ADIF security-holder would generally
be taken to have acquired the Restructured AIT units and AGPL shares at the time
they acquired their existing securities.

21.2  AIT stapling distribution

The stapling distribution by AIT is not a distribution of income of AlT and
therefore, subject to the CGT provisions (discussed below), no amount of the
stapling distribution should be included in the assessable income of an ADIF
security-holder.

The stapling distribution of $0.77718 paid by AIT iun respect of cach Restructured
ATT unit will resulf in the cost base and reduced cost base in each Restiuctured
AlT unit being reduced by $0.77718. Any AIT unitholder whose cost base in a
Restructured AIT unit is less than $0.77718 will make a capital gain to the extent
that such cost base is less than the 50.77718 stapling distribution. Certain AIT
unitholders who make a capital gain may be eligible for the CGT discount or
indexation {see 4.3 below).
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2.4.3 AT Units issued to ADIF security-holders

The first element of the cost base of cach AT umitf issued to an ADIF security-
holder will be $0.77618, bemng the amount that each ADIF security-holder is
required to pay in respect of the acquisition of each AT unit (and which will be
applied on the ADIF security-holder’s behalf from the proceeds of the stapling
distribution). The AT units will be taken for CGT purposes to be acquired by each
AT unitholder when they are issued pursuant to the Merger (being the
Implementation Date).

214 AGHL Shares issued to ADIF security-holders

The first element of the cost base of each AGHL share 1ssued to a ADIF security-
holder will be $0.001, being the amount that each ADIF security-holder is
required to pay in respect of the acquisition of each AGHL share (and which will
be applied on the ADIF security-holder’s behalf from the proceeds of the stapling
distribution). The AGHL shares will be taken for CGT purposes to be acquired by
each ADIF security-holder when they are issued pursuant to the Merger (being the
Implementation Date).

21.5 Stapling

The effect of Stapling is to apply restrictions to the transferability of the
individual securities comprising the Merged Group Stapled Security, such that
each mdividual security (.e. Restructured AIT umit, Restructured AGPL, share,
AT unit and AGHL share} will retain its legal character without any change of
beneficial ownership. As there is no change in beneficial ownership, there will be
no taxable event for CGT purposes in relation to the Stapling of an AT unit and an
AGHIL share to an ADIF security pursuant to the Merger.

2.1.6  Sale Facility

We noted above in 1.1 that Foreign security-holders will fransfer legal title to a
stockbroker as bare trustee. On this basis, all events occurring under the Merger
will be treated as happening to the Foreign security-holder (and not the
stockbroker) for Australian CGT purposes. Accordmgly, the CGT consequences
of the Merger for ADIF security-holders who are Foreign security-holders will be
the same as outlined above since they will be treated as converting their ADIF
Securities into Merged Group Stapled Securities. In relation to the disposal of the
Merged Group Stapled Securitics, the cost base of the individual securities is as
determined above and the proceeds of disposal will be the Sale Facility
Consideration. In relation to the Merged Group Stapled Securities held by Foreign
security-holders and other non-residents, there will only be CGT consequences in
relation to the Sale Facility if the units / shares have the necessary connection with
Australia (vefer 4.4 below). Certain ADIF security-holders who make a capital
gain may be eligible for the CGT discount or indexation (see 4.3 below).

22 APG security-hoiders
The CGT and income tax consequences discussed below will generally apply to:
{a) Australian-resident APG security-holders; and

(v}  non-resident APG security-holders whose existing securities have the
necessary connection with Australia (refer 4.4 below),
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224 AT stapling distribution

The stapling distribution by AT s not a distribution of income of AT and
therefore, subject to the CGT provisions {discussed below), no amount of the
stapling distribution should be included in the assessable mcome of an APG
security-holder.

The stapling distribution of $0.15969 paid by AT in respect of each AT unit will
result in the cost base and reduced cost base of each AT unit being reduced by
$0.15969. Any AT unitholder whose cost base in a AT unit is Iess than $0.15969
will make a capital gain to the extent that such cost base Is less than the $0.15969
stapling distribution. Certain AT unitholders who make a capifal gain may be
eligible for the CGT discount (see discussion of the CGT discount below at 4.3).

2.2.2 Restructured AIT units issued to APG security-holders

The first clement of the cost base of each Restructured AIT umit issued to an APG
security-holder will be $0.15869, being the amount that each APG security-holder
1s required to pay in respect of the acquisition of each Restructured AIT unit (and
which will be applied on the APG securify-holder’s behalf from the proceeds of
the stapling distribution). The Restructured AT units will be taken to be acquired
by each APG security-holder when they are issued pursuant fo the Merger (being
the Implementation Date).

2.2.3 Restructured AGPL shares issued {fo APG security-holders

The first clement of the cost base of cach Restructured AGPL share issued to an
APG security-holder will be $0.001, being the amount that cach APG security-
holder 1s required o pay in respect of the acquisition of each Restructured AGPL
share (and which will be applied on the APG security-holder’s behalf from the
proceeds of the stapling distribution). The Restructured AGPL shares will be
taken to be acquired by each APG security-holder when they are issued pursuant
to the Merger (being the Implementation Date).

224 Stapling

For the reasons discussed above at 2.1.5, there should be no taxable event for
CGT purposes in relation to the Stapling of a Restructured AGPL share and a
Restructured AIT unit to an APG security pursuant to the Merger.

2.2.5 Sale Faciity

The CGT consequences of the Merger for APG secunity-holders who are Foreign
security-holders will be the same as outlined above since they will be treated as
converting their APG Securities into Merged Group Stapled Securities. In relation
to the disposal of the Merged Group Stapled Securities, the cost base of the
individual securities is as determined above and the proceeds of disposal will be
the Sale Facility Consideration. In relation to the Merged Group Stapled
Securities held by Foreign security-holders and other non-residents, there will
only be C(T consequences in relation to the Sale Facility if the units / shares have
the necessary connection with Australia (refer 4.4 below). Certain APG security-
holders who make a capital gain may be ecligible for the CGT discount or
indexation (see 4.3 below).
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3 Holding Merged Group Stapled Securities
3.1 Summary

In summary, and subiect to our more defailed comments below, the Ausgtralian tax
consequences of holding Merged Group Stapled Securities after the Merger
depend on whether the relevant Merged Group Stapled Security-holder (Security-
holder) is a resident or a non-resident of Australia for Australian taxation
purposes.

If the Secunity-holder is an Australian resident taxpayer, the Security-holder will
generally be taxable:

. on the Security-holder’s share of the net income of AIT and AT for tax
purposes (including, in respect of foreign source income that forms part of
the net income of AT or AIT for tax purposes, any foreign tax credits
attached to such foreign source income);

. on the tax deferred (non-assessable) component of distributions made in
relation to Restructured AIT units or AT units to the extent the non-
assessable amount exceeds the cost base of the Restructured AIT unit or
AT anit ;

. on the amount of any dividend received from APGL and APHIL and any
franking credits attached to the dividend;

. on any gain ansing from the subsequent disposal of the Merged Group
Stapled Securities.

Where an Australian resident Security-holder’s share of the net income of AIT or
AT for tax purposes includes foreign-sourced income, the Security-holder will
generally be entfitled to a foreign tax credit,

If the Security-holder is a non-resident, the Security-holder will generally be
taxable on:

. the Security-holder’s share of the net income of AIT and AT for tax
purposes to the extent that 1t is attributable to sources in Australia; and

. on the amount of any unfranked dividend received from AGHL and AGPL
{(by way of dividend withholding tax).

In addition, if the Merged Group Stapled Security is held by the non-resident
Security-holder on capital account and the Security-holder (fogether with the
Security-holder’s associates} has held at least 10% of the Restructured AIT units,
AT units, AGPL shares and/or AGHL shares on issue at any one time during the
5 years preceding the disposal date, and the Security-holder is not entitled to
double tax treaty relief, CGT will be payable:

. on the amount of the tax deferred (non-assessable) component of
distributions made in relation to Restructured AIT units or AT units to the
extent the non-assessable amount exceeds the cost base of the Restructured
ALT vt or AT unit; and

. on any gain arising from the subsequent disposal of the AGPL share,
AGHL share, Restructured AIT unif and AT unit representing the Merged
Group Stapled Security.
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3.2 Ownership of Merged Group Stapled Securities - General

Security-holders will need to treat each component making up the Merged Group
Stapled Security separately for tax purposes, i.e. as a Restructured AIT unit, an
AT unit, a Restructured AGPL share and an AGHL share. That is:

. Security-holders will receive, and separately deal with, the tax
consequences of distributions from AIT and AT and dividends from AGPL
and AGHL,; and

. when the Merged Group Stapled Sccurities are disposed of, the Security-

holder will have to separately consider the tax issues associated with the
disposal of the Restructured AIT units, AT units and AGHL shares and
Restructured AGPL shares.

3.3 income Distribufions from AlT and AY

AIT and AT are not Hable to income tax mcluding CGT, provided Security-
holders are presently entitled to all of the income of each Trust.

3.3.1  Australian Residents

An Auvstralian resident Security-bolder will include in the Security-holder’s
assessable income the Security-holder’s share of the net income of AIT and AT
for tax purposes as advised by the responsible entity of each Trust in each year of
income.

The Security-holder must include in the Security-holder’s assegsable income each
year the taxable component of the AIT and AT distributions to which the
Security-holder 1s entitled 1n respect of that year even if the Security-holder does
not receive them until after vear end or the distributions are remvested.

To the extent that a net capital gain is included in AIT or AT’s net income for tax
purposes, the Security-holder will be regarded as having derived 2 capital gain
equal to the Security-holder’s proportionate share of such net capital gain.
However, where discount capital gains treatment has been applied in calculating
the net capital gain at AIT or AT’s level, the Security-holder will initially be
required to gross-up the amount of the net capital gain (i.e. effectively, reverse the
effect of the discount). This s required in order that the appropriate CGT
treatment may be applied in accordance with the parficular tax profile of the
Security-holder {e.g. with respect to the application of any capital losses and
discount capital gains treatment; refer 4.3 below).

Where a distribution from AIT or AT exceeds the Security-holder’s share of the
net income of the relevant trust for fax purposes, the excess may not be
immediately taxable but will (unless it relates to the distribution of a discount
capital gain) reduce the cost base and reduced cost base of the relevant
Restructured AIT units or AT units held by the Security-holder {this excess is
often called the tax advantaged or non-assessable component of the distribution).
Once the Security-holder exhausts the Security-holder’s cost base in the relevant
units, the tax advantaged component of distributions will give rise to an
immediate capital gain. Certain Security-holders may be eligible for the CGT
discount in respect of such capital gains (see 4.3 below). However, any such
capital gain will not be entitled to the benefit of the CGT discount in the first 12
months after the acquisition of the umits.
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In this regard, it should be noted that the Restructured AIT units and AT units
acquired pursuant to the Merger will have initial CGT cost bases as outlined at 2
above (i.e. $0.15869 each for Restructured AIT units and $0.001 each for
Restructured AGPL shares acquired by APG security-holders and $0.77618 each
for AT units and $0.001 each for AGHIL. shares acquired by ADIF security-
holders).

Where a distribution from AIT or AT includes foreign-sourced mcome and
foreign taxes have been paid in relation fo this income, Australian resident
Security-holders are generally entitled to receive a foreign tax credit for an
amount equal fo the lesser of the foreign tax paid and the Australian tax payable in
respect of such mcome.

332 Non-Residents

A non-resident Security-holder, will generally include m the Security-holder’s
assessable income so much of the Security-holder’s share of the net income of
AIT and AT for tax purposes as is attributable to sources in Australia.

The responsible entity of AIT or AT (as the case may be) may be required to
withhold tax in respect of the taxable component of distributions made to non-
resident Sccurity-holders at rates prescribed by the Australian tax legislation (as
amended by any applicable double tax treaty Australia has concluded with a non-
resident Security-holder’s country of residence).

The Security-holder is then required to lodge an Australian income tax return in
which the Security-holder reports any Australian sourced taxable income and,
subject to a credit for tax paid by the trustee, pay any applicable Australian tax
{other than any intercst income component of a trust distribution which was
subject to final interest withholding tax).

Similar to the position outlined at 3.3.1 above, the tax deferred component of
distributions made by AIT or AT will generally reduce the cost base of the
relevant units held by the Security-holder. This will only be relevant if any gain
the Security-holder makes on the subsequent disposal of the units will be subject
to Australian tax (refer 4.4 below).

3.4 Dividends from AGPL. and AGHL
3.4.1 Australian Residents

Generally, an Australian resident Security-holder’s assessable mcome will include
any franking credits attached to dividends paid by either AGPL or AGHL in
addition to the amount of the dividends {even if any of the dividends are
reinvested). Where franking credits are included in a Security-holder’s assessable
income the Security-holder will generally be entitled to a corresponding tax offset
in respect of any franking credits included in the Security-holder’s assessable
income.

Relevantly, to be generally ehigible for the franking credit and tax offset, the
Security-holder must have held the shares at risk for at least 45 days (not
mcluding the daie of acquisition or the date of disposal). This rule should not
apply to a Security-holder 1if the Security-holder is an individual whose tax offset
entitlement {on all shares and interests i shares held) does not exceed $5,000 for
the income year in which the franked dividend is paid.
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Where the Security-holder is an individual, complying superannuation entity or a
registered charity (in certain circumstances), the Security-holder will generally be
entitled to a refund to the extent that the franking credits attached to the Security-
holder’s dividends exceed the Security-holder’s tax liability for the income year.

Where the Security-holder is a corporate sharcholder, any franked dividends the
Security-holder receives will generally give rise o a franking credit in the
Security-holder’s franking account,

3.4.2 HNon-Residenis

Non-resident Security-holders will generally not be assessable on the amount of
any dividend received from AGPL or AGHL. However, AGPL and AGHL will be
required to withhold tax from the unfranked component of dividends paid to a
non-resident Security-holder. The tax withheld will, in the absence of a double tax
treaty, be equal to 30% of the unfranked component of dividends paid. This rate
may be reduced where the Security-holder is a resident of a country with which
Australia has concluded a double {ax treaty.

4 Disposal of Merged Group Stapled Securities

4.1 General

As a consequence of Stapling, the component securities comprising a Merged
Group Stapled Security may not be traded separately. However, as discussed
above at 3.2, each security is a separate CGT asset. Accordingly, where there is a
disposal of a Merged Group Stapled Security, there will also necessarily be a
disposal for CGT purposes in respect of each of the individual securities
comprising that Merged Group Stapled Security. That is, where a Merged Group
Stapled Sccurity is disposed of, 1t will have to be accounted for as the disposal of
a Restructured AIT unit, a Restructured AGPL share, an AT unit and an AGHL
share.

Where consideration is received in connection with a transaction that relates to
more than one CGT asset, the capital proceeds for each asset is s0 much of the
total consideration as 1s reasonably attributable to that asset.

Accordingly, the capital proceeds referable to the disposal of each individual
security will be determined by apportioning the total capital proceeds received in
respect of the disposal of the Merged Group Stapled Security on a reasonable
basis.

4.2 Ausiralian Resident Taxpayers

Upon disposal of a Merged Group Stapled Security, a Security-holder will make a

capital gain if:

» the portion of the consideration reasonably attributable to a Restructured
AIT unit exceeds the cost base of the Restructured AIT unit;

. the portion of the consideration reasonably attributable to a Restructured
AGPL. share exceeds the cost base of the Restructured AGPL share;

. the porfion of the consideration reasonably attributable to an AT umt
exceeds the cost base of the AT unit; and/or
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» the portion of the consideration reasonably attributable to the AGHL share
exceeds the cost base of the AGHL share.

A Secunty-holder will make a capital loss if:

. the portion of the consideration reasonably attributable to a Restructured
AIT unit is less than the reduced cost base of the Restructured AIT unit;

. the portion of the consideration reasonably attributable to a Restructured
AGPL share is less than the reduced cost base of the Restructured AGPL
share;

. the portion of the consideration reasonably attributable to an AT unit is

less than the reduced cost base of the AT unit; and/or

* the portion of the consideration reasonably attributable to the AGHL share
is less than the reduced cost base of the AGHL share.

In broad terms, the cost base of a Restructured AIT unit, Restructured AGPL
share, AT unit and AGHL share is generally the amount the Security-holder paid
for them (including incidental costs of acquisition and disposal) less any
reductions for the fax advantaged component of distributions received (such as in
the case of the stapling distributions to AIT unitholders and AT unitholders
outlined af 2.1.2 and 2.2.1 above). The initial cost bases of the AT units, AGHL
shares, Restructured AIT units and Restructured AGPL shares acquired pursuant
to the Merger are outlined at 2 above.

Security-holders will have to determine the basis of apportionment of the sale
proceeds across the Restructured AIT units, Restructured AGPL shares, AT units
and AGHL shares.

4.3 CGT concessions

The taxable amount of any capital gain may be reduced if certain CGT
concessions apply.

4.3.1 CGT discount

if a Security-holder is an individual or a trustec and acquired {or is taken to have
acquired) for CGT purposes Restructured AIT units, Restructured AGPL. shares,
AT umits or AGHI shares at least 12 months prior to the date of their disposal (or
other ehigible CGT event happening in relation to the relevant securily), the
amount of the Security-holder’s capital gain is reduced by the relevant CGT
discount. In calculating the Security-holder’s capital gain, the cost base must not
be indexed.

As outlined above, Restructured AIT units or Restructured AGPL shares are taken
to be acquired when the Bxisting AIT units or Existing AGPL shares,
respectively, were originally acquired by the Security-holder (i.e. they are not
treated as being acquired at the time of the conversion of the Ixisting AIT units
and Existing AGPL shares). Importantly, in calculating the period of 12 months
for CGT purposes, Restructured AlT units, Restructured AGPL shares, AT units
or AGHL. shares acquired pursuant to the Merger are considered to have been
acquired on the Implementation Date in the hands of Security-holders.

If a Security-holder who is an individual or trustee applies the CGT discount
method, the Security-holder’s taxable capital gain (after offsetting any current
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year capital losses or carry forward net capifal losses from previous years) will be
reduced by one-half (or one-third if the Security-holder is a trustee of a complying
superannuation entity, approved deposit fund or pooled superannuation fund).

If the Security-holder is a company, the CGT discount is not available. The
Security-holder will be entitled to index the cost base {see below).

4.3.2 Indexed cost base

For Restructured AIT units, Restructured AGPL. shares, AT units or AGHL shares
acquired {or taken to have been acquired) prior to 21 September 1999, for CGT
purposes, Security-holders (other than those who arc eligible for the CGT
discount, outlined above} may choose (o calculate any capital gain on disposal
using a cost base indexed for inflation. If the Security-holder makes a capital loss,
the reduced cost base is not indexed. The cost base may only be indexed for
inflation up to 30 September 1999,

Security-holders who choose {o calculate the capital gain using an indexed cost
base cannot apply the CGT discount fo the capital gain.

4.4 Non-Resident Taxpayers

There will be CGT consequences for a non-resident Security-holder on disposal of
Merged Group Stapled Securities if any of the components of the Merged Group
Stapled Security have the necessary connection with Australia. Securities will
have the necessary connection with Australia 1f the Security-holder (together with
the Security-holder’s associates) has held {(at any time during the 5 years
preceding the date of disposal) at least 10% of any of the AIT units, AGPL shares,
AT units or AGHL shares on issue. Where the Security-holder is a resident of a
country with which Australia has concluded a double fax treaty, the Security-
holder may also be entitled to relief from Australian fax pursuant to the terms of
the treaty.

If treaty relief is not available, the Secunity-holder may be eligible for the CGT
discount or indexation as described above for Australian resident taxpayers.

5 Goods and Services Tax (“GST”})

No GST should generally be payable in respect of the transactions outhned above,
including the conversion of the Existing AlT units, the conversion of the Existing
AGPL shares or the acquisition of the AGHIL shares, AT units, Restructured AIT
units or Restructured AGPL shares pursuant to the Merger, As these all involve
dealings with sccuritics, the various supplies will be input taxed (L.e. not subject to
GST).

There may be an indirect GST cost for Security-holders who are registered for
GST as mput tax credits will generally not be available for GST charged to the
acquirer in respect of supplies relating to the dealings with these securities
(c.g. legal and other adviser fees).

6 Other Issues

Australian resident security-holders must generally notify AGHL, AGPL. and the
responsible entity for cach of AIT and AT of their Australian Tax File Number (or
Australian Business Number if the Merged Group Stapled Securities are held by
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the Security-holder in the course of carrying on an enterprise). If the required
notifications are not provided, tax will be deducted from gross distributions made
by AIT and AT and from the unfranked component of dividends paid by AGHL
and AGPL. The current rate of withholding will be 48.5% of the payment.
However, Security-holders will be entitled to claim an income fax credit/refund
(as applicable) in respect of the tax withheld in their income tax roturns.

Yours faithfully
GREENWOODS & FREEHILLS PTY LIMITED
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9 MERGER MECHANICS

2.1 Overview

The Merger will create a cormmon investor base in ADIF and APG.

The Merger, if approved, will be achieved by a consalidation of ADIF securities according to the Merger ratio, distributions by
AT and AlT, subscription and issues of securities by each Merger Entity to investors in each other entity and the Stapling of
the securities of the Merger Entities together with amendments to the axisting constitutions of the Mergar Entities.

9.2 Merger ratios

The Merger ratios determine the entitlement of ADIF security-holdars and APG security-holders to Merged Group Stapled

Securities and are as follows:

The Merger ratio was ascertained from the relative value contributed by ADIF security-holders and by APG security-holders to
the Merged Group. This value has been determined by the boards of Abacus, AGHL and AGPL based on a number of
factors, including the relative value, current distributions and future prospects of each entity.

The Independent Expert has concluded that the Merger ratio reprasents a fair balance between the APG security-haolders and
the ADH security-holders, sach as a group of investors, having regerd to their respective assessed contributions of value to
the Mergad Group.

Accordingly, thers will be an adjustment to the number of ADIF securities (AT units and AGPL shares) on issue immediately
prior to the Merger to ensure that the percantage ownership interests of the APG security-holders and ADIF security-holders
raflect the Merger ratio,

9.3 Stapling

Stapling will be achieved through the Stapling Deed and by including provisions in the constitutions of each of the Merger

Entities requiring that:

+ a transfer of shares or units in any of the Merger Entities can only be completed if it is accompanied by a transfer of an
egual number of shares and units in the other three entities; and

+ any issue, repurchase or redemption of shares or units by one entity must be matched by an issue, repurchase or
redemption of an egual number of shares and units in the other three entities,

On the basis that, after the Merger, the Mergar Entities will have:
¢ identical investors with identical proportionate interasts in each entity,
¢ the same management; and

+ will trade jointly on ASX and will not be able to be traded or dealt with separataly, the constitutions together with the
Stapling Dead require that the Merger Entities co-operate with each other in conducting their affairs. Spacifically:

¢ Merged Group Stapled Security-holders will receive combined annual and other reports; and
¢ Merged Group Stapled Security-holders will receive one distribution and/or dividend payment each quarter.

However, AT units, AGHL shares, Restructured AT units and Restructured AGPL shares will remain as separate assets for
Australian tax purposes. The Taxation Repart in section 8 sets out details of the taxation consequences of holding and selling
Merged Group Stapled Securities,
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9.4 Entitlement to Merged Group Stapled
Securities

For the purpose of identifying APG security-holders entitled 1o

participate in the Merger, dealings in APG securities will only

be recognised i

() in the case of dealings to be effected using CHESS, the
transferee is registered in the AGHL Register as holder of
the relevant AGHL shares on or before the Stapling Record
Date; and

() in all other cases, if registrable transmission applications or
transters in respect of those dealings are received on or
before the Stapling Record Date, at the place where the
AGHL Register is kept.

For the purpose of identifying ADIF security-holders entitied to
participate in the Merger on the Stapling Record Data,
dealings in Existing AT units will be recognised if registrable
transrmission applications or transfers in respect of those
dealings are received by the ADIF Praliminary Record Date at
the place where the AT Register is kept.

2.5 Implementation of the Merger for APG
security-holders

If the Merger proceeds, APG securities will be suspended
from: trading on the Effective Date. On the Implementation
Date, APG security-holders will receive one Merged Group
Stapled Security Tor each APG security held on the Stapling
Racord Date.

For example, if you held 1,000 APG securities on the Stapling
Record Date, after the Implementation Date you will hold
1,000 Merged Group Stapled Securities, comprising 1,000 AT
units, 1,000 AGHL shares, 1,000 Restructured AIT units and
1,000 Restructured AGFPL shares.

If the Merger is implemented, the position of APG security-
holders before and after the Merger is illustrated below:

BEFORE MERGER

AFTER MERGER

The Merged Group Stapled Securities may be sold on ASX
after the Implermentation Date,

Foreign security-holders are not eligible to receive Mergad
Group Stapled Securities. If a Foraign security-halder is the
registered holder on the Stapling Record Date, legal title to
the APC securities will be transferred to the Stockbroker on
the Stapding Record Date who will then sall the Merged
Group Stapled Securities under the Sale Facility after the
Implementation Date and the Foreign security-holder will
receive a payment. See section 9.7 of the Explanatory
Memaorandum.

2.5.1 Merger process for APG securities

On the Implementation Date, Abacus will make a
distribution of $0.15969 per AT unit to the AT unitholders as
at the Stapling Record Date and will apply, on behalf of each
AT unitholder:

(a) to AGPL and Abacus for the issue of one Restructured
AGPL share and one Rastructurad AlT unit for each AT
unit held by the AT unitholder; and

(b} the distribution of $0.15949 per AT unit payable on the
implemaentation Date as Tollows:

iy $0.001 to subscribe for each Restructured AGPL share
for which that AT unitholder applies to AGPL under
paragraph {a); and

(i §0.15869 to subscribe for each Restructured AlT unit
for which that AT unitholder applies to Abacus under
paragraph {a).

On the Implementation Date, Abacus and AGHL must upon
receipt of an application by Abacus (on behalf of the ADIF
security-holders) together with payment of the total issue
rice:

(a) issue to the ADIF security-holders on the Implementation

Dater

{iy one AT unit at an issue price of $0.77618; and

{ii} one AGHL share at an issue price of $0.00% for cach
Restructured ADIF security held; and

(b} enter in the AGHL Register and the AT Register the name
and addrass of each ADIF security-holder as the holder of
AT units and AGHL shares issued to it

The provisions of the Stapling Deed will then take effect and,
by operation of the Stapling Dead together with the AT and
AGHL constitutions, each APG security held by the APG
security-holder will become Stapled to one ADIF security to
form the Mergad Group Stapled Securities.
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9.6 Implementation of the Merger for ADIF
security-holders

I the Merger proceeds, on the Implemeantation Date,
existing ADIF securities will be consalidated to 0.78 ADIF
securities, ADIF security-holdears will receive ene Merged
Group Stapled Security for each consalidated ADIF security
held on the Stapling Record Date.

For example, if you hold 1,000 ADIF securities on the
Stapling Record Date, you will hold 780 Merged Group
Stapled Securities after the Merger is implemented made
up of 780 AT units, 780 AGHL shares, 780 Restructured AIT
units and 780 Restructured AGPL shares.

I the Merger is implemented, the position of ADIF security-
holders before and after the Merger is illustrated below:

BEFORE MERGER

AFTER MERGER

The Merged Group Stapled Securities may be sold on the
ASX after the Implementation Date. The last date for
ragistration of transfers of ADIF securities prior to the
Merger will be 10 March 2006,

Fareign security-holders are not eligible to recaive Merged
Group Stapled Securities. [ a Foreign security-holder is the
ragisterad holder on 10 March 2004, the feqal title to the
ADIF securities will be transferred to the Stockbroker on the
Stapling Record Date, who will then sell the Merged Group
Stapled Securities under the Sale Facility after the
lmelementation Date and the Foreign security-holder will
raceive a payment. See saction 9.7 of the Explanatory
Memorandum.
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9.6.1 Merger process for ADIF securities

On the Implementation Date, Abacus and AGPL must
convert each Existing AT unit into 0.78 Restructured AT
units and each AGPL share into 0.78 Rastructured AGPL
shares with each holding being rounded up to the nearest
whole number of Restructured AGPL shares and
Restructured AT units.

On the Implementation Date, Abacus will, immediately
following the conversion of Existing AlT units, make a
distribution of $0.77718 per Restructured AlT unit to the AIT
unitholders as at the Stapling Record Date and will apply, on
behalf of each AT unitholder:

(a) to AGHL and Abacus for the issue of one AGHL share
and one AT unit for each Restructured AIT unit held by
thae AT unitholder: and

() the distribution of $0.77718 par AT unit payable on the
Imptementation Date as tollows:

i1 §0.001 to subscribe for each AGHL share for which
that AT unitholder applies to AGHL under paragraph
(a); and

(i1 $0.77618 to subscribe for each AT unit for which that
AT unithelder applies to Abacus under paragraph (a).

On the Implementation Date, Abacus and AGPL must upon
receipt of an application by Abacus (on behalf of the APG
security-hoiders) together with payment of the total issue price:

(a) issue to the APG security-holders on the Imelementation
Cate:

il one Restructured AIT unit at an issue price of
$0.15869; and

{ily one Restructured AGHL share at an issue price of
$0.001, for each APG security hald; and

(b} enter in the AGPL Register and the AlT Register the
name and address of each APG security-holder as the
holdar of AT units and AGPL shares issued to it

Tha provisions of the Stapling Deed will then take affect
and, by operation of the Stapling Deed together with the
AT and AGPL constitutions, each Restructured ADF security
held by the ADIF security-holder will become Stapled to one
APG sacurity to form ane Merged Group Stapled Security.



9.7 Foreign security-holders

Restrictions in certain foraign countries make it impractical
or uniawful to offer or receive securities in those countries.
Accordingly, none of the Merger Entities will issue securities
to & Foreign security-helder, All Foreign security-holders will

receiva cash for their securities.

A Foreign security-holder is an APG security-holder on the
Stapling Record Date or ADIF security-holder on the ADIF
Preliminary Record Date who

® has a registered address which is outside Australia or

New Zaaland; or

® is a citizen or a resident of a jurisdiction outside Australia
or New Zealand or is otherwise in such jurisdiction.

Foreign security-holders who hold APG securities or ADIF
securities will have their legal title to {(but not their beneficial
interest in) their securitias transferred to the Stockbroker on
the Stapling Record Date. For the purpose of implementing
the Merger, the Stockbroker will be taken to be the holder of
those APG securities or ADIF securities transferrad 1o the
Stockbroker on the Stapling Record Date.

Alt of the Marged Group Stapled Securities held by the
Stockbroker on behalf of the Foreign security-holders will
participate in the sale fadlity. Within 10 Business Days of the
Implementation Date, the Stockbroker will sel! &l the Merged
Group Stapled Securities held by it under the Sale Facility on
behalf of Foreign security-holders in one or more tranches ag
the Stockbroker considers appropriate in arder to try to

maximise the sale price,

Within 5 Business Days of the completion of the sale of the

Merged Group Stapled Securities by the Stockbroker, the

Stockbroker will pay the Foreign security-halders the voluma

weighted average sale price realised by the Stockbroker

multiplied by:

(2} in refation to APG security-holders, the number of APG
securities hald by the Foreign security-holder and
transferred to the Stockbroker; and

(b} in relation to ADIF security-holders, the number of
Restructured ADIF securities referrable to the ADIF
securities haeld by the Foreign security-holder and
transferred to the Stockbroker.

Mo assurance s given as to the sale price to ba set for Merged
Group Stapled Securities under this process. The sale price
may differ from the price at which Merged Group Stapled
Securities commence trading on ASX and may be adversaly
affected by the requirernant for the sale to be completed
withirs 10 Business Days following the Implementation Date.

1ADIE seoulie i a0 right o reog

Foreign security-holders may obtain information on the
number of Merged Group Stapled Securities held by the
Stockiroker on their behalf to be sold under the Sale Facility
and up-to-date price information in relation to their Mergad
Group Stapled Securities by telephoning Abacus on

&1 2 9253 8400 or emailing enquiries@abacusproperty.com.au.

This sale process differs from selling securities in the
ordinary course on the ASX because:

® na brokarage or other fees are payable by vou;

® you have no control over the final sale price; and
# the sale only occurs if the Merger proceeds,

Foreign security-holders will ke paid by chegue in Australian
dollars.

As an alternative, Foreign security-holders who hold APG
sacurities may choose to sell their securities on the ASX prior
to 17 March 2006. This day may be changed # there is a
delay in obtaining the necessary approvals. A public
announcarment will ba made of any new date. After that last
day, trading on the ASX will anly be in Merged Group
Stapled Securities.

Information on the price of APG Securities and, if and when
the Merger is approved, the Merged Group Stapled
Securities can be obtained from the ASX wabsite
WWW.B5X.Com.au.

9.8 Security-holders who do not wish to
participate in the Merger

ADIF security-holders who do not wish to participate in the
Merger may seak to sell their ADIF securities at any time™
Howeaver, transters will not be registered after 10 March 2006,
ADHF security-holders who transfer their ADIF securities
before the ADIF Preliminary Record Date will not be entitled
to receive the distribution for the quarter ending

31 March 2006 if the transfer is registerad before the ADIF
Prefiminary Record Date,

APG security-holders who do not wish to participate in the
Merger may sell their APG securities on the ASX on or before
the last day of trading in APG securities,

Please note that the meetings to consider the Merger are

on 14 February 2006 and the last day of trading in APG
securities is 17 March 2006.

APG security-holders who transfer their APG securities before
the Stapling Record Date will not be entitled to receive the
distribution for the quarter ending 37 March 2006 if the
transter is registered before the Stapling Record Date,

All security-holders may sell their Merged Group Stapled
Securities on ASX after the Implementation Date.

el By Albaus o &
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9.9 Stapling Deed

AGHL, AGPL and Abacus as responsible entity of AT and AT
will enter into a Stapling Deed on or about the ADIF
Preliminary Record Date which sets out the terms of the

relationship petween the parties in respect of the Merged
Group: Stapled Securities.

The parties must co-operate with each other in connaction with
all matters conceming the Merged Group Stapled Securities
and provide reasonable assistance to each other in the
performance of their obligations, Spacifically, they must co-
ardinate their statutory disclosures, adopt consistent
accounting and valuation policias, maintain the sama auditor,
maintain a majority of common directors, have consistent
investrment and porrowing policies and agree on the timing
and terms of new issues, bonus and rights issues, placemants,
redemption and buy-badks of Marged Group Stapled Sacurities.

While Stapling applies, the parties may, in exarcising any power
of discretion, have regard to the interests of holders of Merged
Group Stapled Securities as a whole and not only to the interests
of shareholders or unitholders (as the case may be) alona.

The shares and units will ba Stapled in a 1:1:1:1 ratio to form
Marged Group Stapled Securities. None of the parties may
issue, sell, cancel, vary or transfer any shares or units {or rights
to shares or units) unless corresponding shares or units or rights
in the other members of the Merged Group are also issued,
sold, cancelled or transferred at the samea time.

While Stapling applies, each party must, to the extent
penmitted by law, and ¥ called upon by the other party, procure
that it and any of its controlled entities extend financial benefits
to each other, including by way of lending manay, giving
guarartees or angaging in joint borowing.

The parties are reguired to agree on what part of the amount
payable for the issue, redemption or buy-back of {or option to
subscribe for) a Merged Group Stapled Security is to represent
and the price payable for the issue, redemption or buy-back (or
option to subscribe) for each of the units and shares comprising
the Merged Group Stapled Security. This is done on the basis
of the relative fair values of the unit and share components of
the Merged Group Stapled Security agreed between the
parties prior to the issue, redemption, buy-back or granting of
the Merged Group Stapled Security or option,

?.10 Implementation Deed

AGHL, AGPL and Abacus as responsible entity of AT and AT
entered imo a deed titled the Implamantation Deed on

7 December 2005. The Deed regulates the basis on which
the Merger will be implemented.

A summary of some of the main points of the Implementation
Daed are as follows:
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(2] {Agreement to implernent the Merger) each of the parties
agree to use all reasonable endeavours to give effect to the
Merger including to prepare and assist in preparing and
lodging all documents necessary,

(b} (Obligations) the main obligations of the parties are:
) Abacus agreas to apply to the Court for judicial advice,

(it the parties agree to convene the requirad security-
holder and board meetings; and

(i) apply for official quotation of the Merged Group
Stapled Securities on ASX,
{c} {termination rights) the Implementation Deed will terminate i
(il (Judicial advice) judicial advice is not given in
substantially the same form as set out in the schaduls 1o
the Implementation Deed;

(it (Security-holder resolutions) the ADIF security-holders
and APG security-holders do not approve by spedial
resolution all the resclutions to be considered at the
ADIF security-holders’ meeting and APG security-
holders’ meeting,

(i) (ASX consent} Merger Entities do not receive
conditional consent from the ASX to grant official
quotation of the Merged Group Stapled Securitios on
terms satisfactory to the parties;

{iv) (OSR} the New South Wales Office of State Revenue
does not starnp the transfers of the ADIF securities fram
Foreign security-holders to the Stockbroker by the
Stapling Record Date;

vy (ATO) the Australian Taxation Office does not provide
the confirmation in the terrms sought by Greenwoods &
Fraehills Pty Limited erwisaged by the Taxation Report,
or otherwise cn a basis considered by the directors of
Abacus, AGHL and AGPL to be acceptable;

() {material breach) a party commits a material breach of
the Implementation Deead;

{vii) (insolvency event) a party becomes the subject of an
insolvency event {as defined in the Implamentation
Deed) and

(viiibreach of warranties and representations) a warranty
of representation given by a party under the
implementation Deed is not materially true and comrect.

(d) {imitation of lablity) the liability of Abacus arising under or
in connection with this document is limited to and can be
aenforced against Abacus only to the extent Abacus is
actually indernified for the liability, except whare the
liakility arises as a result of Abacus’s fraud, negligence or
breach of trust.



911 Constitutions of the Merger Entities (e} the proposed modified AT constitution makes the following
9111 Ab Trust et provision for determining the issue price for income
B acus irust constituuon reinvastment:

o mwiat - it 4 e add e
The axisting AT constitution and the proposed modified AT i) where the AT units form part of Merged Group Stapled

Sacurities, are officially quoted on the ASX and have not
been suspended from quotation, the issue price must,
when aggregated with the issue price of the Attached

constitution are available for inspection at the registered officas
of Abacus until the time of the meeting. A copy will be made
avaitabzle upon request free of charge by calling Abacus on

1800 253 860. Sacurities, be the current market value of the Merged
In sumrmary, the key proposed changes to the AT constitution Group Stapled Securities or, where permitted by, and
include the following: subject to the conditions of, any ASIC relief or if any

Circumstanca applies, such other price as determinad
by the responsible entity of AT, but not less than 50%
{previously 80%) of the current market valua of the
Merged Group Stapled Securities; or

(1) The proposed modified AT constitution reflects AT's
abligations under the Stapling Deed. The key changes to
the AT constitution to provide for Stapling includes the
tollowing:

{ii} where the AT units have been suspended from official
quotation on the ASX or have ceased to be officially
quotad, the issue price must be the current unit value of
the AT unit or, where permitted by, and subject to the

{#) certain definitions have been added or modified in the
proposed modified AT constitution as a result of the
Stapling of APG securities to ADIF securities (Clause 2.1,

{b) certain clauses have been modified to account for tha conditions of, any ASIC relief or if any Circumnstance
definitional thanges and for the Stapling of APG applies, such other price as determined by the
securities to ADIF securities, responsible entity of AT, but not less than 50%

{previously 80%) of the current unit vatue of the AT Unit

{c) the term “Share” in the axisting AT constitution has
{Clause 5.4%

been replaced with the term “Attachad Security” in the
proposed modified AT constitution; {fl the proposed modified AT constitution makes the

. L faliowing provision for determining the issue price for
() the proposed modified AT constitution makes the gp 9 P

. . . . , placements:
following provision for determining the issue price for

subject to sub-paragraph {if), where the AT units form
part of Merged Group Stapled Securitias, are officially
quotad on the ASX and have not been suspended from

rights issues: i)
(B where the AT units form part of Merged Group

Stapled Securities, are officially quoted on the ASX . . . .

ISR SBCLITES, are orrcialy qu © . = quotation, the issua price, when aggregated with the
and have not been suspended from gquotation, the . . _ e
) i ! _ issue price of the Attached Securities, is the current
issue price must, when aggregated with the issue market value of the Merged Group Stapled Securities on
the day praceding the day on which the intention to

rmake the offer or issue is announcad to the ASXK or,

price of the Attached Securities, be the current market
value of the Merged Group Stapled Securities or,

where permitted by, and subject to the conditions of, where permitted by, and subject to the conditions of,
any ASIC relief or if any Circumstance applies, such any ASIC relief or if any Circumstance applies, such
other price as determined by the responsible entity of other price detarmined by the responsible entity; or

AT, but not less than 50% (previously 80%) of the

{ii} where the AT units have been suspended from official
current market value of the Merged Group Stapled

quotation on the ASX or have caased to be officially

Sacurities; or . . .
! quoted, the issue price is the current unit value of the AT

(H) whare the AT units have been suspended Trom official units on the day preceding the offer or issue date o,
quotation on the ASX or have ceased to where permitted by, and subject to the conditions of,
be officially quoted, the issue price must be the any ASIC reliaf or if any Circumnstance applies, such
current unit value of the AT Unit or, where permitted other price determined by the respensible entity
by, and subject to the conditions of, any ASIC relief or {Clause 5.5)

if any Circurnstance applies, such other price as
determined by the responsible entity of AT, but not
lass than 50% (previously 80%) of the current unit
value of the AT unit (Clausa 5.3);
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{it]) Where the AT units are to be issuad in the Circumstance
set out in subsection S01GAAZA) of the Corporations
Act as notionally inserted in the Corporations Act by
Class Order [CO 05/26] as modified or varied by any
relief, the responsible entity of AT must ensure that
either of the following applias:

(i both of the following applies:

(A the issue, together with any related issue, in the
previous year doas not, immadiately before the issue,
comprise mora than 15% of the AT units in that class;

(B) the amount by which the issue price of the Merged
Group Stapled Securities of which the AT units form a
component part is less than the current market value
of Merged Group Stapled Securities does not
excead 10% of tha current market valua; or

(I alf of the following apply:

(A3 AT unitholders who hold Merged Group Stapled
Securities of which the AT units form a component
part approve the issue by a placement resolution;

(B} undass the responsible entity of AT reasonably
considers that the issue will not adversely affect the
interasts of mambers in another class - mempers in
that other class approve the issue by a placement
rasolution;

{C) ary notice convening a meeting to vote on the issua
containg particulars of the use 1o be made of the
money raised by the issue {Clause 5.5(). Note that
“related issue” and “placement resolution” have
been defined in Clause 5.5(0) of the proposed
rmodified AT constitution);

() the proposed modified AT constitution provides that AGHL,
AGPL, and the responsible entity of AT and AIT may
determine the manner in which thea issus prica is
apportioned between an AGHL share, an AGPL share, an
AT umit and an AT gnit {Clause 5.7Y

the proposed modified AT constitution states that terms
and conditions applicable to the Stapling will be agreed
between AGHL, AGPL, and the responsible entity of AT and
of AT {Clause &6.7(R);

the proposed moedified AT constitution provides that
Clauses 4.4{z)-(e), inclusive, relating to the Stapling of
AT units, apply with necessary modifications to the issue,
offer, sale or reorganisation of options in AT (Clause 6.4);
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(k)

if the responsible entity of AT receives a transfer of an
Attached Security unaccompanied by a transfer of an

AT unit to which it is Stapled, or transfers of the other
Attached Securities to which the AT unit is Stapled, the
responsible entity of AT can effect a transfer to the same
transferee of the AT unit or those other Attached Securities
{as the case may be) {Clause 65

the Merged Group Stapled Securities will becoma
Unstapled:

(i) if AGPL is liquidated or ceases to exist, in which case the
Unstapling date is the date when AGPL is liquidated or
ceases o existy

(it onthe termination of AT, in which case the Unstapling
date is the date of termination of AlT (as the case may
be); or

(i) if AT unitholders resolve by specdial resolution to
Unstaple the Merged Group Stapled Securities and
AGHL, AGPL, and the responsible entity of AT and of
AlT enter into & written agreement to Unstaple, in which
case the Unstapling date remains as the date of the
written agreement,

whichever occurs first (Clauses 6.6 and &7)

prior to the Unstapling date, the proposed modified AT
constitution raguiras that the consent of AGHL, AGPL and
the responsible entity of AlT be obtained in refation to
amendments 1o the proposed modified AT constitution,
which affects the terms on which AT units are Stapled or
ramaves any restriction on the transfer of a Merged Group
Stapled Security, subject to Clause 6.8(b) ({Clause 6.8},

i} the issue price of an AT unit pursuant to the exercise of an

option to subscribe for an AT unit must not be less than 50%
of the current market value of Merged Group Stapled
Securities {as opposed to 80% in the existing AT constitution)
on & day spedfied in the proposed modified AT constitution
{Clause 7.7

() a partly paid AT unit forming part of a Merged Group

Stapled Security is now not credited or treated as fully paid
until the responsible entity of AT and of AIT has received all
unpaid money in relation to that AT unit and the AT unit,
raspectively, and AGHL and AGPL have received all unpaid
money in relation to AGHL shares and AGPL shares to
which it is Stapled {Clause 8.3); and



(0} the addition of a restructure clause in the proposed

modified AT constitution to take into account the various
changes which will ocour as a result of the Merger [Clause
351 The new Clause 35 includes the following provisions:

{i) aclause that empowers the responsible entity of AT to
do anything which it considers necessary, desirable or
reasonably incidental to give effect to the Merger in
accordance with the implementation Deed (Clause 35.1);

(it & clause that sets out the various express powers of the
responsible entity of AT with respedt to the Merger
including, but without limitation, power to pay to each
AT unithelder a capital distribution of $0.1596% per unit
held, to apply that distribution to subscribe for, on
behalf of the AT unitholder, ane Restructured AT unit
and one Rastructured AGPL share, and to procure that
the Attachad Securities are registerad in the nama of the
relevant AT unitheldar {Clause 35.2);

i) & clause 1o the effect that where AT unitholders are
Foreign security-holders, they must transfer legal title to
(but not beneficial interast in} AT units and AGHL shares
to the Stockbroker under the Sale Fadility who will
racaive the distribution on behalf of the AT unitholder,
recaive the Restructured AT units and Restructured
AGPL shares, then sell the Merged Group Stapled
Securities and pay the proceeds of sale to the AT
unithelder {Clause 35.3%

{iv) & clause which states that the responsible enfity of AT is
irrevocably appointed the agent and attorney for AT
unitholders to do all things # considers are necessary,
desirable or reasonanly incidental to give effect to the

Merger (Clause 35.4);

(v} & clause which sets out that the respensible entity of AT,
as agent and attomey of each AT unithalder, is able to
recaive and apply the distributions (referred to in
paragraph Holi) above), execute an application form in
relation to the Restruciured AT units and Restructured
AGPL shares, act in accordance with the Sale Facility
clause (Clause 35.3) and execute transfers of APG
securities which are to be the subjea of the Sale Facility
(Clause 35.5)

{vi) & clause which authorises the responsible entity of AT to
act in accordance with Clause 35 without obtaining the
authority or approval from AT unitholders, even if # has
an interest in the outcormne of such axercise {Clause 35.46)

{uii) & lirdtation of lisbility clause for the responsible entity of
AT when exercising its powers in connection with the
implementation of the Merger in accordance with the
Implementation Deed {Clause 35.7); and

{villfa clause containing delinitions for the purpose of
interpreting and understanding the new Clause 35
{Clause 35.8).

(2) The proposed modified AT constitution achieves
consistency with the proposed modified AGHL
constitution, the proposed new AGPL constitution
and the proposed new AT constitution, particularly
with respect to using the appropriate references for
each different entity and securities in each constitution.

(3) The proposed modified AT constitution provides that
the issue price for units will be the current unit value
on the date of issue or sale or a price set by the
responsible entity of AT, where permitted by or
subject to the conditions of any ASIC relief or i any
Circumstance applies. In addition, transaction costs
will be added 1o the sue price as determinad and
included by the responsible entity, in accordance with
any relief (Clause 5.2),

2.11.2 Abacus Group Holdings Limited constitution

The existing AGHL constitution and the proposed modified
AGHL constitution are available for inspection at the registered
offices of Abacus until the time of the meeting.

A capy will be made available upon requaest free of charge by
cafling Abacus on 1800 253 840.

In sumimary, the key proposed changes to the AGHL
constitution indude the following:

(1) The proposed modified constitution reflects AGHUs
obligations under the Stapling Deed. The key changes to
the AGHL constitution to provide for Stapling includes the
tollowing:

{2} certain definftions have been addad or moedified in the
proposed modified AGHL constitution as a result of the
Stapling of APG securities to ADIF securities (Clause 1.1);

b} certain clauses have been modified to account for
definitional changes, for instance, the term “share” in
Clauses 5.5 and 34 tiution;

{&} a partly paid AGHL ordinary share forming part of 2
Merged Group Stapled Security is now not credited or
treated as fuily paid untl AGHL has received all unpaid
maney in relation to that ordinary share, and AGPL and
the responsible entity of AT and of AIT have received all
unpaid money in relation to the Attached Securities to
which it is Stapled {as opposed to just the responsible
entity of AT as in the axisting AGHL constitution)
{Clause 5.5)
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{d) the term “Unit” in Clause 34 of the existing AGHL constitution has been replaced by the term "Attached Security” in the
proposad modified AGHL constitution,
{e) if directors of AGHL recaive a transfer of an Attached Security unaccompanied by a transfer of the AGHL share to which it is
Stapled, or transfers of the other Attached Securities to which the AGHL share is Stapled, the secretary can effect a transfer
to the same transferee of the AGHL share or those other Attached Securities (as the case may be) (Clause 34.5{c);

B in addition 1o the Unstapling provisions in Clauses 34.4 and 34.7 of the axisting AGHL constitution, the Merged Group
Stapled Securities will also become Unstaplad if:

HAGPL is liquidated or ceases 1o exist, in which case the Unstapling date is the date whan AGPL is liquidated or ceases to

(i) on the termination of AlT, in which case the Unstapling date is the date of termination of AIT, or

(i} i the members resclve by spedial resolution to Unstaple the Merged Group Stapled Securities and AGHL, AGPL and the
respaonsible entity of AT and of AT enter into a written agreament to Unstaple, in which case the Unstapling date remains
as the date of the written agreemant, whichever cccurs first {Clauses 34.6 and 34.7); and

{g) prior to the Unstapling date, the proposed modified AGHL constitution now requires the consent of AGPL and the
responsible entity of AT and of AT to be obtained in refation to amendments to the proposed modified AGHL constitution,
which affects the terms on which AGHL shares are Stapled or removes any restriction on the transfer of a Merged Group

Stapled Security, subject to Clause 34 9{) (Clause 34.9).

(2} The proposed modified AGHL constitution achieves consistency with the proposed modified AT constitution, the proposed new
AGPL constitution and the proposad new AlT constitution, particularly with respect to using the appropriate references for each
different entity and securities in each constitution,

2.11.3 Abacus Income Trust constitution

The exsting AT constitution and the proposed new AlT constitution are available for inspaction at the registered offices of Abacus
until the time of the meeting. A copy will be made available upon requast free of charge by calling Abacus on 1800 253 860,

ln summary, the key proposed changes to the AlT constitution include the fallowing:
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2.11.4 Abacus Group Projects Limited constitution

The existing AGPL constitution and the proposed new AGPL constitution are available for inspection at the registerad offices
of Abacus until the time of the meeting. A copy will be made available upon request free of charge by calling Abacus on
1800 253 840.

ln summary, the key proposed changes to the AGPL constitution are as follows:
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9.12 ASIC relief

Abacus, AGHL and AGPL have applied to ASIC for the
following modifications to and exemptions from the
Corporations Act as it applies to the Mergern:

() in respect of AT and AlT, a modification to sections
A01FCITHE) and 601FD{1(c) of the Corporations Act to
enable Abacus {as responsible entity of AT and AIT) and its
officers to have regard to members’ interests as holders of
the Merged Group Stapled Securities as opposed to
holders of AT units or AT units (or both).

(b) in respect of AT and AIT, a modification to section
S0TFCIH) of the Corporations Act to exempt Abacus (as
rasponsible entity of AT and AIT) from treating members
equally and fairly to the extent that it would otherwise
pravent i from excluding Foreian security-holders from
issues of Merged Group Staplad Securities provided a sale
facility is in place.

(¢} [0 respect of AT and AlT, a modification to section
E01GA{1) ) of the Corporations Act, if this is nacassary, to
enable the aggregate issue price of a Merged Group
Stapled Security to be allocated petween the issue price of
its constituent parts,

(o) in respect of AT and AlT, an exemption from compliance
with Part 5C.7 of the Comporations Act to enable financizd
benefits being provided by either of the trusts to the othar
trust or to AGPL and AGHL (and entities controlled by them).

(e] in respect of AT and AT, an exemption from complisnce
with various requirements of Part 7.9 of the Comporations
Act because, alithough technically the Explanatory
Memorandum and related documents are a product
disclosure statement, tha issue of units is not for the
purpose of raising capital, but a means to achieve the Merger.

(f) In respect of AGPL and AGHL, an exernption from
cormpliance with various requirernants of Chapter 6D of the
Corporations Act because, although technically the
Explanatory Mamorandum and related documents are &
prospectus, the issue of shares is not for the purpose of
raising capital, but a means o achieve the Merger,

() An exernption frorm Chapter 5C of the Corporations Act in
relation to the operation of a managed investment schame
beirg the Sale Facility.

(hy A modification to Part 0.2 and Part 7.9 of the
Corporations Act to allow Abacus (as responsible entity
of AT and AIT), AGHL and AGPL to apply dividends and
distributions to acquire additional Merged Group Stapled
Securities under a dividend reinvestment plan.

If the Merger proceeds, Abacus, AGHL and AGPL will seak
ASIC ralief so that the rules governing related party
transactions under the Corporations Act will not prevent any
of the Merger Entities giving financial benefits to any of the
other Merger Entities.

9.13 ASX waivers and confirmations
Abacus, AGHL and AGPL have applied for the following

confirmations and approvals as they apply to the Merger
Entities:
2.13.1 Confirmations and approvals

(2} Listing Rule 6.1: confirmation that ASX considers that the
terms applying to the Merged Group Stapled Securities
are appropriate and equitable,;

(b) Listing Rude 6.12.3: confirmation that ASX approves the
provisions of the AT constitution and AGHL constitution
relating to the divestment of the AGHL shares and AT unity
of Foreign security-holders as appropriate and equitable,;

(¢} Listing Rule 7.17: confirmation that ASX does not consider
that AT and AGHL are offering AT unitholders and AGHL
shareholders an entitfement to securities in another antity;

() Listing Rule 11.1.2 and 11.1.3: confirmation that ASX does
not recuire AGHL to obtain AGHL shareholder approval or
AT to obtain AT unithelder approval for the Merger under
these rules;

(&) Appendix 7A: confirmation that ASX approves the trading
of the Merged Group Stapled Securities on a deferred
settlement basis in accordance with the timetable in
clause 6 of Appendix 74 until the despatch date; and

(f Guidance Note 2: confirmation that ASX is satisfied that
the terms of the Stapling arrangament are appropriate.

2.13.2 Waivers

(2} Listing Rule 1.1 Condition 7: w0 that AlT and AGPL may
comply with the spread thrashold condition togather with
AT and AGHL,

(b} Listing Rule 1.1 Condition 8: so that AlT and AGPL may
camply with the assets test jointly with AT and AGHL.

(c} Listing Rule 2.1 Conddition 2: so that AIT and AGPL may
jointly with AT and AGHL meet the requirement that the
price of all the main dass of Mergad Group Stapled
Securities for which the entity seeks guotation must be at
least 20 cents,
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(< Listing Rule 8.10: to permit AIT, AT, AGHL and AGPL to refuse to register a transfer of an AlT unit, AT unit, AGHL share or
AGPL share if the transfer is not accompanied by the transfer of & share or unit {as the case may be) in each other Marger Entity,

{e] Listing Rule 10.1: to the extent necessary to enable transfers of assets between the Merger Entities,

(f) Listing Rule 6.24: so that the Marger Entities need not announce the amount of a dividend or distribution on the date that the
dividend ar distribution is announced on the condition that an astimated dividend is advisad to ASX on that date and the actual
dividend rate is advised to ASX as soon as it becomes known.

{ey Listing Rule 7.1 and 10.11: to permit the proposed issue of securities in sach Merger Entity in accordance with the Merger
without specific security-holder approval on the condition that the prior approval of the security-holders of the Merger Entities
to the Merger is obtainad,

9.14 Judicial advice from the Supreme Court of New South Wales

Or 12 December 2005, Abacus applied for and was granted the following orders by the Supreme Court of New South Wales:

That pursuant to Section 63(1) of the Trustee Act 1925 the plaintiff, as trustee and responsibie entity of AT and AT

At the hearing, the Court granted the relief sought by Abacus.

At the second Court hearing Abacus will, if the constitutional amendments and special resolutions for the proposal are
passed by the members of AT and AT, respectively, apply for judicial advice to the effect that Abacus is justified in acting on
the reselutions of the members of each of AT and AT and in doing all things and taking all necassary steps to implement
the Merger,

Abacus intends to act in accordance with the judicial advice in proceeding to implement the Merger It judicial advice is not
given in substantially the same terms as that spplied for, the Implementation Deed may be terminated by the parties.
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2.14.1 What affected members may do

If you consider that your rights as a member of AT or AIT
(or both) will be prejudicad by the amendments to the
constitutions by Abacus giving effect to the proposal, then
you may notify Abacus’ solicitors of your intention to appear
at the second court hearing on 20 Fabruary 2006 by no later
than 4.00 pm on 17 February 2006,

Abacus’ solicitors are:  Abbott Tout Lawyers
Level 42
MLC Centre
19-29 Martin Place
SYDNEY NSW 2000
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10 SECURITY-HOLDER MEETINGS
10.1 Abacus Trust unitholders’ meeting

The meeting

Abacus, as responsible antity of AT, has convened a meeting
of AT unitholders to be held at 1000 am on Tuesday,

14 February 2006 at the offices of Abbott Tout on

Leval 42 MLC Centre, 19 Martin Place, Sydney NSW.

Purpose of the meeting

The purpose of the mesting is to consider, and if thought fit,
pass the two resolutions explained below.

For the Merger to take effect, it is necessary that both of the
resolutions are passed and for the other Conditions to be
satisfied.

Resolution 1: AT Merger Approval Resolution

AT unitholders will consider a spedial resolution to approve the
implementation of the Merger. The resolution is a general
authorisation to Abacus, as the responsible entity of AT, 1o
carry aut the Merger and to do all things which are necassary
to give effect to the terms of the Implementation Deed.

The key steps to give effect to the Merger are summarised
under Merger Mechanics at sections 9.5.1, 26,1 and 9.7.
Further details of the effect of the implermantation and
aperation of the Merger are set out in this Explanatory
Meamaorandum,

Resolution 2: AT Constitution Amendment Resolution

AT unitholders will consider a spedal resolution to amend the
AT constitution. The proposed modified constitution permits
and facilitates the Stapling of AT units to AGHL shares,
Restructured AGPL shares and Restructured AlT units. The
proposed changes to the AT constitution are set out in section
P11 of this Explanatory Memorandum,

This resolution is required under section 801GC(1) of the
Corporations Act, which states that the constitution may be
modified or repealed and replaced with a new constitution by
spedial resolution,

The existing AT constitution and the proposed modified AT
constitution are available for ingpection at the registered
offices of Abacus until the time of the meeting. A copy will be
made available upon requast free of charge by calling Abacus
on 1800 253 840.
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Voting and required majorities

To be passed, each resolution must be approved by at least
75% of the votes cast by AT unitholders aithar in person or by
proxy who are entitfed to vote on that resolution,

Each resclution will be decided by way of a pall, on which
each AT unitholder has ane vate for each AT unit held.

Entitlement to attend and vote at the meeting

Each AT unitholder whao s registered on the AT Register of
Mambers at 10.00 am {(Sydney time} on 12 February 2006 i
entitled to attend and vote, either in person or by proxy,
at the meeting.

10.2 Abacus income Trust unitholders’
meeting

The meeting

Abacus, as responsible entity of AlT, has convened a meating
of AT Unitholders to be held at 10.00 arm on Tuesday,

14 February 2006 at the offices of Abbott Tout on

Level 42 MLC Cantre, 19 Martin Place, Sydney NSW.

Purpose of the meeting

The purpose of the meeting is to consider, and if thought fit,
pass tha two resolutions explained below.

For the Merger to take effect, it is necessary that both the
resolutions are passed and for the other Conditions to be
satisfied.

Resolution 1: AlT Merger Approval Resolution

AIT unitholders will consider a spedial resolution to approve
the implemeantation of the Merger, The resolution is 2 general
authorisation to Abacus, as the responsibie entity of AlT, 1o
carry out the Merger and to do all things which are necessary
to give effect to the terms of the Implementation Deed.

The key steps to give effect o the Merger are summarised
under Merger Mechanics at sections 95.1, 9.6.1 and 9.7.
Further details of the effect of the implementation and
aperation of the Merger are set aut in this Explanatary
Mearmarandurm,



Resolution 2: AT Constitution Amendment Resclution

AT unitholders will consider a special resolution to replace
the existing AT constitution with a new AlT constitution,
The proposed new constitution (which is in many respects
the same as the proposed maodified AT constitution} permits
and facilitates the Stapling of Restructured AT units to
Restructured AGPL shares, AGHL shares and AT units.

The variations batween the existing AIT constitution and the
proposad new AlT constitution are set out in section 9.71.3
of this Explanatory Memorandum.

This resolution is required under section 801GC(1) of the
Corporations Act, which states that the constitution may be
modified or repealed and replaced with a new constitidion by
special resolution,

The existing AT constitution and the proposed new AT
constitution are available for inspection at the registerad
offices of Abacus until the time of the meeting. A copy wiill be
made available upon request free of charge by calling Abacus
on 1800 253 840,

Voting and required majorities

To be passad, each resolution must be approved by at least
75% of the votes cast by AT unitholders either in person or by
proxy who are entitied to vote on that resolution,

Each resciution will be decided by way of a pall, on which
each AT unitholder has one vote for each AT unit held,

Entitlement to attend and vote at the meeting

Each AT unitholder who is registered on the AlT Register of
Members at 1000 am {Sydney tima) on 12 February 2006 is
entitled to attend and vote, either in person or by proxy,

at the meeting.

10.3 Abacus Group Holdings Limited
shareholders’ meeting

The meeting

The Directors of AGHL have convenad a meeting of
AGHL shareholders to be held at 10.00 am on Tuesday,
14 February 2006 at the offices of Abbott Tout on
Levet 42 MLC Centre, 19 Martin Place, Sydney NSW.

Purpose of the meeting

The purpose of the meeting is to consider, and if thought fit,
pass tha two resolutions explained below.,

For the Merger to take effect, it is necessary that both of the
resolutions are passed and for the other Conditions to be
satisfied.

Resolution 1: AGHL Merger Approval Resolution

AGHL shareholders will consider a special resolution to
approve the implementation of the Merger. The resolution is a
general authorisation to AGHL to carry out the Merger and to
do alt things which are necessary to give effect to the terms of
the Implementation Deed.

The key steps to give effect to the Merger are sumrmarised
under Merger Machanics at sections 9.5.1, 9.6.1 and 9.7,
Further details of the effect of the implementation and
operation of the Merger are set out in this Explanatory
Memorandum.

Resolution 2: AGHL Constitution Amendment
Resolution

AGHL shareholders will consider a spedial resolution to amend
the AGHL constitution. The proposed modified constitution
permits and fadlitates the Stapling of AGHL shares to AT units,
Restructurad AGPL shares and Restructured AT units. The
proposed changes to the AT constitution are set out in section
2.11.2 of this Explanatory Memorandum.

This resclution is required under section 134(2) of the
Corporations Act, which states that AGHL may modiy its
constitution, or a provision of its constitution, by special
resolution.

The existing AGHL constitution and the proposed modified
AGHL constitution are available for inspection at the
registered offices of Abacus until the time of the meeting.

A copy will be made available upon request free of charge by
cailing Abacus on 1800 253 860.

Voting and reguired majorities

To be passed, each resolution must be approved by at least
75% of the votes cast by AGHL shareholders aithar in persen
or by proxy who are entitled to vote on that resolution.

Each rasolution will be dedided by way of 2 poli, on which
each AGHL sharehaolder has one vote for each Share hald.

Entitlement to attend and vote at the meeting

Each AGHL sharsholder whe is registered on the AGHL
Register of Members at 10.00 am (Sydnay time) on

12 February 2006 is entitled to attend and vote, either in
person or by proxy, at the meeting.

ABACUS PROPERTY GROUP 237



10.4 Abacus Group Projects Limited
shareholders’ meeting

The meeting

The Directors of AGPL have corvaned a meeting of
AGPL shareholders to be held at 10.00 am on Tuesday,
14 February 2006 at the offices of Abbott Tout on
Leval 42 MLC Centre, 19 Martin Place, Sydney NSW.

Purpose of the meeting

The purpose of tha meeting is to consider, and if thought fit,
pass the thrae resolutions explained belowe.

For the Merger to take effect, itis necessary that all of the
resolutions are passed and for the other Conditions to be
satisfied.

Resolution 1: AGPL Merger Approval Resolution

AGPL shareholders will consider a special resolution to
approve the implemeantation of the Merger The resclution is a
general authorisation to AGPL to carry out the Merger and to
do all things which are necessary to give effect to the terms of
the Implementation Deead,

The key steps to give effect to the Merger are summarised
under Merger Mechanics at sections 9.5.1, 26,1 and 9.7.
Further details of the effect of the implemantation and
aperation of the Merger are set out in this Explanatory
Mamaorandum,

Resolution 2: AGPL Constitution Amendment
Resolution

AGPL shareholders will consider & special resclution to replace
the existing AGPL constitution with a new AGPL constitution.
The proposad new constitution (which is virtually identical to
the propased modified AGHL constitution) permits and
facilitates the Stapling of Restructured AGPL shares to
Restructured AlT units, AGHL shares and AT units. The
variations between the existing AGPL constitution and the
proposed new AGPL constitution are set out in section 9.11.4
of this Explanatory Mamorandum,

This resolution is required under section 13&6(2) of the
Corporations Act, which states that AGPL may modify its
constitution, or a provision of its constitution, by spedal
resolution.

The existing AGPL constitution and the proposed new AGPL
constitution are available for ingpection at the registered
offices of Abacus until the time of the meeting. A copy will be
made available upon raquest free of charge by calling Abacus
on 1800 253 860,
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Resolution 3: AGPL Share Conversion Resolution

AGPL shareholders will consider an ordinary resclution to
convert each Existing AGPL shara into 0.78 Rastructured AGPL
shares. This resolution is required under section 2544 of the
Corporations Act, which states that AGPL may convert all or
any of its shares into a larger or smaller number of shares by
resolution passed at s general meating,

Voting and required majorities

To be passad, the AGPL Merger Approval Resolution and the
AGPL Constitution Amendment Resolution must each be
approved by at least 75% of the votes cast by AGPL
shareholders either in person or by proxy who are entitled to
vote an that resolution.

To be passed, the AGPL Share Conversion Resclution must be
approved by at least 50% of the votes cast by AGPL
shareholders either in parson or by proxy who are entitied to
vote on that resolution.

Each resolution will be decided by way of a poll, on which each
AGPL shareholder has one vote for each share held.

Entitlement to attend and vote at the meeting

Each AGPL shareholder who is registered on the AGPL Register
of Members at 10.00 am {Sydney time} on 12 February 2006 is
entitled to attend and vote, either in person or by proxy,

at the meeting



11 ADDITIONAL INFORMATION
11.1 Continuous disclosure

Both APG and ADIF are disclosing entities and are subject
to regular reporting and disclosure obligations, including the
praparation of financial reports. The most racently lodged
financial reports for the APG and ADIF bealore the date of
this Explanatory Memaorandum are as follows:

s APG 2005 Annual Repart for the year ended
30 June 2005,

» AT Annual Financiai Report Tor the year ended
30 June 2005; and

# AGPL Annual Financial Report for the year ended
30 June 2005.

Copies of documents lodged with ASIC in relation to the
APG or ADIF may be obtained from or inspacted at an
ASIC office.

In addition, listad entities are required to notify the ASX of
information about specific events and matters as they arise
for the purpose of the ASX making that information available
to the market, In particular, the APG has an obligation under
the Listing Rules [subjact to certain exceptions) to notify the
ASX immediately of any information of which it is or
becormnes aware which a reasonable person would expect to
have a material effect on the price or value of its securities.
That information is available to the public from the ASX.

Information relating to the Merger and the Merged Group
Stapled Securities that s not materially adverse may be
updated and made available to you on the Abacus website
at www.abacusproperty.com.au or by contacting Abacus on
the numbers set out below. A paper copy of any updated
information is available free on request.

The following documents are available for inspection at the
officas of Abacus on Level 34 Australia Square batween
2.00 am and 5.00 pm on Business Days and are available on
the Abacus website at www.abacusproperty.com.au. A copy
may be requested to be provided free of charge by
corntacting the Abacus Information Line on 1800 253 BAD
(toll free within Australia) or +6%1 2 9253 8600 (from outside
Australia).

s APG 2005 Annual Repart for the year ended 30 June 2005

# AT Annual Financial Report for the yesr ended
30 June 2005

# AGPL Annual Financial Report for the year ended
30 June 2005

e Current AT constitution

s Proposed AT constitution

e Current AT constitution

s Proposed AT constitution

s Current AGHL constitution

s Proposed AGHL constitution

® Current AGPL constitution

s Proposed AGPL constitution

s [mplementation Deed

# Stapling Deed

® Any continuous disclosure notice lodged by:
- APG gince the lodgment of its 2005 Annual Report

— ADHF since the lodgment of the Annual Financial Report
of AIT and AGPL.

11.2 Dispute resolution

You have a right to complain if you are not satisfied with
anything relating to the AT or AT All complaints are taken
seriously and you will be provided with a copy of the Abacus
Consumer Guide to Reselving Complaints on request and at
no charge,

If you have a complaint, you should write to Abacus {see
contact details on the inside back cover of this Explanatory
Meamorandurm), including your name, address and investor
number. Abacus will acknowledge the complaint within 15
Business Days and will seak to resclve it as soon as
practicable, but no later than 60 days from receipt,

Abacus is a member of the Financial iIndustry Complaints
Service (FICS) which retail investors may contact for any
issuas that cannot be resolvad. FICS is an independent
external dispute resolution organisation ragistered with
ASIC. Please note that FICS will not deal with your complaint
uniess you have first raised your concerns with Abacus.

FICS toll free telephone number is 1300 780 808, or you can
contact FICS by mail at PO Box 579 Coflins Straet Waest,
Melboume Victoria 8007,

11.3 Labour standards, social, ethical and
environmental considerations

Abacus does not take into account labour standards or
social and ethical considerations when selecting invastments
for the APG. Environmental issues are considerad as part of
normal property due diligence.
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11.4 Cooling-off regime

No cooling-off period applies to this offer of securities,

11.5 Disclosure of interests
11.5.1 Interests of Directors

The table below sets out the number and type of securities
in the APG or ADIF held by associates of sach director of
Abacus, AGHL and AGPL or in respect of which they have a
ralevant interast as at the date of this Explanatory
Memorandum,

The diractors have no material interest in the Marger or any
other arrangemaent or matters contemplated by this

Explanatory Memorandum or the Overviews except that
they are members holding securities as set out above.

The effect of the Marger on their interests is not different
from the effect on the like interests of other persons,

11.5.2 Interests of Abacus and related parties

Abacus Finance Pty Limited, a subsidiary of AGHL, made
loans to AlT amounting to $14.6 million including interest as
at 30 June 2005, Interest is charged at 9.07% pa.

Abacus and its subsidiary, Abacus Property Services Pty
Limited, were paid fess by ADIF amounting to $4.8 million
for the year ended 30 June 2005 in relation to property
acquisition, praject and property management, aquity
raising and other services,
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11.5.3 Interests of third parties

Other than as set out below, no expert or any firm in which
an expert is a partner or executive, has an interest that exists
as at the date of this Explanatory Memarandum, or that
existed within two years before that date, in the formation or
promoticn of the Merged Group, or in any property
proposed to be acquired by it or in the offer of Merged
Group Stapled Securities. No amount has been paid or
agreed to be paid to an expert in the last two years for
services rendered by the expert or any such firm in
connaction with the promotion or inception of the Merged
Group other than interests or amounts resulting from the
following arrangements:

¢ PIF Corporate Advisory Pty Limited has provided an
Independent Expert's report on the Merger and an
Independent Accountant’s report on prospective financial
information and pro forma balance sheet and has bean
paid $170,000 for this service.

* Greenwoods and Freehills has provided a Tax Report for
inclusion in this Explanatory Memorandum and has been
paid $110,000 for this service.

11.6 Consents and Disclaimers

Each of the following parties has given its consent to be
named in this Explanatory Memorandum, the ADIF Overview
and the APG Overview in the form and context in which it is
named. Fach of the parties has not caused the issue of these
documents and do not make, nor purport to make, any
staternent in the documents other than where axplicitly
acknowledged. Each of the parties expressly disclaims and
takes no responsibility for any part of these documents other
than the reference 1o its name.

¢ PICF Corporate Advisory Pty Limited
# Greenwoods & Frashills Pty Limited

* Patersons Sacurities Limited



12 GLOSSARY

Abacus Abacus Funds Managemeant Limited (ACN 007 415 50
AASB Australian Accounting Standards Beard
ADIF Abacus Diversified Incomea Fund, made up of the AIT and AGPL

ADIF Preliminary Record Date 5.00pm (Sydney time) on 10 March 2006 or such other time agreed between AGHL, AGPL and
Abacus and permitted by ASX

ADIF security a Stapled security comprising an AGPL share and an AT unit

ADIF security-holder a holder of an ADIF security or Restructured ADIF security

AGAAP Australian generally accepted accounting principles

AGHL Abacus Group Holdings Limited (ACN 080 604 619)

AGHL Meeting the meeting of AGHL sharehalders convenad to consider the AGHL Resolutions

AGHL Notice the notice of general maating issued by AGHL {or the purpose of convening the AGHL Meeting and
considering the AGHL Resolutions

AGHL Register of Members the register of members of AGHL maintained by AGHL in accardance with section 169 of the
Corporations Act

AGHL Resolutions the resolutions set out in the AGHL Notice

AGHL share an ordinary share in AGHL

AGHL shareholder a person or parsons registered as the holder of an AGHL share on the AGHL Register of Members
AGPL Abacus Group Projects Limited (ACN 104 066 104)

AGPL Meeting the meeting of AGPL shareholders convened to consider the AGPL Resolutions

AGPL Notice the notice of general meeting issued by AGPL for the purpose of convening the AGPL Meeting and
considering the AGPL Rasolutions

AGPL Register of Members the register of members of AGPL maintained by AGPL in accordance with section 169 of the
Corporations Act

AGPL Resolutions the resolutions set out in the AGPL Notica

AGPL share an ordinary share in AGPL, whether an Existing AGPL share or a Restructured AGPL share

AGPL shareholder z person or persons registered as the holder an AGPL share on the AGPL Register of Members
AIFRS Australian equivalent International Financial Reporting Standards as issued by the AASB

AT Abacus Income Trust {ARSN 104 934 287)

AIT Meeting the meeting of AIT unitholders convenad to consider the AT Resolutions.

AIT Notice the notice of meeting issued by Abacus for the purpose of convening the AIT Meeating and considering the
AT Rasolutions

AIT Register of Members the register of members of AT maintained by Abacus in accordance with section 169 of the
Corporations Act

AlT Resolutions the resolutions set out in the AIT Notice
AlT unit 2 unitin AT, whether an Existing AIT unit or 2 Restructured AIT unit

AT unitholder a person or persons registerad as the holder of an AIT unit on the AIT Register of Members
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APG Abacus Property Group, made up of AT and AGHL

APG security a Stapled security comprising an AGHL share and an AT unit

APG security-holder = holder of an APG security

ASIC Australian Securities and Investments Commission

ASX Australian Stock Exchange Limited or the market conducted by it as the context raquires,
AT Abacus Trust (ARSN 0946 572 128)

AT Meeting the meeting of AT unitholders convened to consider the AT Resolutions

AT Notice the notice of meeting issued by Abacus for the purpose of corwaning the AT Meeting and considering the AT
Resolutions.

AT Register of Members the register of members of AT maintained by Abacus in accordance with section 169 of the
Corporations Act

AT Resolutions the resclutions set out in the AT Notica
AT unit aunitin AT
AT unitholder a person or persons registered as the holder of an AT unit on the AT Register of Members

Attached Securities an AT unit, an AlT unit, an AGHL share and an AGPL share (as applicable) and any other financial
products which are from time to time Stapled to or to be Stapled to an AT unit, an AT unit, an AGHL share and an AGPL
share (a5 applicable)

Business Day a business day for the purposes of the Listing Rules

Cireumstance any circumstance set out in subsections [2) to (8) inclusive of section 601GAA as notionally inserted in the
Carporations Act by Class Order ICO 05/26] as modified or varied by any ASIC relief

Conditions: (a) the AGHL Resolutions, the AGPL Resolutions, the AT Resolutions and the AT Resolutions are approvad; (b)
the Supreme Court of New South Wales confinms, after the resolutions referred to in paragraph (a) of this definition are
approved, that Abacus may implement the Merger; and (¢} the Implementation Deed has not been terminated bafore
conditions {a} and {b) have been satisfied

Corporations Act  the Corporations Act 20071 (Cth)

Effective Date 17 March 2006

Existing AGPL share means a fully paid up share in AGPL prior to the Implementation Date
Existing AIT unit means a fully paid up unit in AIT prior to the Implementation Date

Foreign security-holder means an APG security-holder on the Stapling Record Date or an ADIF security-holder on the ADIF
Preliminary Record Date who is & citizen or resident of a jurisdiction cutside Australia or New Zealand or whose address in the
relevant register is a place outside Australia or New Zealand or their external territories

implementation Date 31 March 2006 on which AT units, Restructured AT units, AGHL shares and Restructured AGPL shares
will be allocated and issued in accordance with the Merger

implementation Deed the deed entered into between Abacus (as responsible entity of AT and AIT)L AGHL and AGPL dated
7 December 2005

Independent Expert PKF Corporate Advisers Pty Limited

Independent Accountant PKF Corporate Advisers Pty Limited
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Listing Rules  the listing rules (including the appendices) of the ASX as amended from time to time
Merged Group the group resulting from the Stapling of the ADIF securities to the APG securities

Merged Group Stapled Security one AT unit, one Restructured AIT unit, one AGHL share and one Restructured AGPL share
Stapledto each otherona 1:1: 7 1 basis

Marger the proposed srrangement by which AT units, Restructured AIT units, AGHL shares and Restructured AGPL shares
are Stapled to each other

Merger Entities AT, AT, AGHL and AGPL

responsible entity  Abacus Funds Management Limited (ACN 007 415 590)

Restructured ADIF security a stapled security comprising one Restructured AGHL share and one Restructured AT unit
Restructured AGPL shares AGPL shares after the conversion of aach Existing AGPL share into 0.78 AGPL shares
Restructured AlT units AIT units after conversion of each Existing AIT unit into 0.78 AIT units

Sale Facility the facility under which Foreign security-holders are required to transfer the legal title to their APG securities or
pra consolidaton ADIF securities (or both) held by them to the Stockbroker for sale

Security an APG security, an ADIF security or a Merged Group Stapled Security as the context may require

Stapled or Stapling in the case of two or more securities, none of them may be dealt with without the others being dealt with
in an identical manner and at the same time and with such restriction on dealing being dencted on the register of each
security

Stapling Deed & dead between AGHL, AGPL and Abacus to be entered into on or about the ADIF Praliminary Record Date

Stapling Record Date  5.00pm (Sydney time) on 24 March 2006 or such other time agreed between AGHL, AGPL and Abacus
and permittad by the ASX

Stockbroker Patersons Securities Limited (ACN 008 896 311), who will facilitate the Sale Facility

Unstapled a unit or share (gs applicable) and each Attached Security (as applicable) not, or no longer, being Stapled
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Abacus Funds Management Limited
responsible entity of Abacus Trust

responsible entity of Abacus Income Trust

Abacus Group Holdings Limited
Abacus Group Projects Limited
Lavel 34 Australia Sguare
264-278 Georyge Street
Sydney NSW 2000
T: 1800 253 860 (Australia)
612 9253 8600
F: 61292538616

E: enguiries@sbacusproperty.com.au

Registry

Computershare Investor Services Pty Ltd
Level 3, 40 Carrington Stree

Sycney NSW 2000

Legal Advisers
Abbott Tout Lawyers
Level 42 MLC Centre
19 Martin Place
Sycney NSW 2000

www.abacusproperty.com.au
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