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DIRECTORS’ REPORT

The Responsible Manager of APGF Real Investment Trust is APGF Management Limited (APGFM) (A.B.N. 50
090 257 480) a company limited by shares, incorporated and domiciled in Australia. The Directors have
the power to amend and reissue the financial report. The financial report is presented in Australian Dollars.

The directors of APGFM (“the Responsible Manager”) submit herewith the consolidated financial report of
APGF Real Estate Investment Trust (AREIT) (“the Trust”) for the year ended 30 June 2011. AREIT is a
stapled entity, comprising following:

- APGF Real Estate Investment Limited (AREIL) - A.C.N. 146 494 402

- APGF Diversified Property Fund (ADPF) - ARSN 107 197 231 and its 100% controlling interests in
- ADPF Sub-Trust No.1 (ST1) - ARSN 134 091 919
- ADPF Sub-Trust No.2 (ST2)- ARSN 134 092 032
- APGF Property Syndicate 2000 (APS 2000) - ARSN 092 766 571

- APGF Property Syndicate No.5 (APS 5) - ARSN 104 789 997

- APGF Property Syndicate No.7 (APS 7) - ARSN 108 582 636

The units of the ADPF, APS 5 and APS 7 and the shares of AREIL are combined and issued as stapled
securities in the Trust. The units and shares cannot be traded separately and can only be traded as stapled
securities.

In order to comply with the provisions of the Corporations Act 2001, the directors report as follows:
Directors

The names and particulars of the directors of the Responsible Manager during the year or since the end of
the year and up to the date of this report are:

Neil Edwin Summerson BCom, FCA, FAICD, FAIM

Neil Summerson is Chairman of Australian Property Growth Fund (APGF) which is the ultimate holding
entity of APGFM. He is a current and former director of several public, private and government
corporations as well as Chairman of Bank of Queensland, and has over 35 years’ experience practising as a
Chartered Accountant. Neil was a managing partner at Ernst & Young (Queensland) and a past State
Chairman of the Institute of Chartered Accountants. As a practising Chartered Accountant, Neil’s field of
expertise was in corporate reconstruction, mostly in the building and property sectors and consequently he
has broad experience in property development and construction. His core strengths include strategic
planning, risk management, corporate governance, regulatory compliance and financial analysis,
development and construction.

Geoffrey Michael McMahon BEcon, BCom, FCPA, FAICD, FCIM, F FIN

Geoffrey ('Geoff') McMahon is Managing Director of APGF. He has been working in the property sector for
more than 20 years and is responsible for APGF’s corporate strategy, property funds management,
investments and developments. Geoff has been involved in over $1 billion of property investments and
developments and has been a driving force within APGF since its inception. Geoff has significant
experience in corporate finance and strategy, property funds management, property investment, property
development, capital raising and management, risk management, corporate governance and financial
management.

Adriano Julius Cragnolini B.Bus (Acc), CA, F FIN

Adriano Cragnolini is a Director and Secretary of APGF. Adriano has more than 15 years experience in
senior management positions spread between public practice experience at Ernst & Young Australia, and in
commerce working for a diversified property/hospitality group based in Papua New Guinea as well as a
venture capital backed IT start-up company based in London. Adriano is a Chartered Accountant and a
member of the Australasian Compliance Institute, in addition to being a Fellow of the Financial Services
Institute of Australasia.



APGF Real Estate Investment Trust PGF

Australian Property
Growth Fund

Service Providers
The service providers during or since the end of the year include:

¢ APGF Management Limited - Responsible Entity of ADPF, APS 5 and APS 7 and Custodian.
¢ Perpetual Nominee Limited - Custodian of APS 2000.

¢ Crowe Horwath Sydney - Independent Auditor and Compliance Plan Auditor.

e Boardroom Limited - Investor Registry.

Trust Information
Structure of APGF Real Investment Trust ('AREIT’ or 'the Trust’)

The Trust was created by the stapling of interests held by three Funds, APGF Diversified Property Fund
("ADPF"), APGF Property Syndicate No. 5 ("APS 5"”) and APGF Property Syndicate No. 7 ("APS 7”) and
shares in APGF Real Investment Limited ("*Company”) on 1 March 2011. APGF Real Investment Limited
("AREIL") was incorporated on 23 September 2010.

AREIT is the term used to refer to the above mentioned funds and the Company, as AREIT is not a
separate legal entity or trust. One stapled security in AREIT means that an investor owns one unit in each
of ADPF, APS 5, APS 7 and one share in the Company. In order to form AREIT, the units held by each
investor were split to a common value then a notional distribution of capital took place by each of the
funds which was applied to acquire new units for investors in AREIT. These units were then stapled to
shares in the Company to form stapled securities.

All of the entities comprising the Trust remain separate legal entities in accordance with the Corporations
ACT 2001, and each required to comply with the reporting and disclosure requirements of Accounting
Standards and the Corporations Regulations 2001.

The Trust’s stapled security structure allows investors to derive income from passive property ownership in
26 Brandl Street, 77 Brandl Street, 61 Park Road, 850 Lorimer Street, Munster, Varsity Lakes, 12
Rodborough Road, 12A Rodborough Road, Technology Park, Gateway Office Park, Liverpool and future
projects.

The Trust is subject to a Stapling Deed dated 1 March 2011.
Accounts

As required under Australian Accounting Standards, the consolidated financial statements present the
results of ADPF for the year ended 30 June 2010 in the comparative column, and the results of ADPF for
the period from 1 July 2010 to the stapling arrangement on 1 March 2011, and the results of AREIT for the
period post-stapling to 30 June 2011.

Principal Activities

The Trust’s principal activity is to hold, acquire and sell investment properties for rental and capital gain
returns.

Review of Operations
Economic Environment

The outlook for the global economy has recently deteriorated as downside risks have increased. Worsening
US economic data and ongoing European sovereign debt concerns have resulted in declining investor
confidence and volatile financial markets. Investors now fear the US economic recovery may be
unraveling, prompting concerns of a “double dip” economic recession.

The “multi-speed” economic recovery, featuring big disparities between regions and countries, has become
a dominant theme in the current challenging global environment. The Asia Pacific Region continues to lead
the global economy, while the US, Europe and Japan are lagging. There are now real concerns about how
this slow down will impact on the Asia Pacific Region, in particular the Chinese manufacturing sector and
commodity prices.
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The Australian economy continues to perform soundly, however evidence of the “multi-speed” economy
also persists as conditions in sectors such as retailing, tourism and construction remain subdued. There is
also disparity among the states with recent commentary highlighting a negative outlook for Queensland,
despite the current mining boom. Concerns about the global economic outlook and signs that the
employment rate in Australia may have peaked have also dampened consumer confidence and retail sales.
The household sector is paying down debt and lifting its savings rate as a result of these fears. While
Australia’s economy remains the envy of most advanced economies the outlook is far less certain given
the backdrop of global economic volatility.

The “multi-speed” theme is also playing out in Australian property markets, with quality commercial office
properties performing relatively well. However, lesser quality commercial and residential properties are
still facing significant headwinds. While the availability and cost of bank finance remains an issue, credit
conditions have improved over the past twelve months.

APGF remains cautiously optimistic about a continued recovery in commercial property rents and capital
values over the next few years, although forced sales by banks and the wind up of unlisted property funds
may place pressure on non A grade property valuations.

APGF’s experienced management team is focused on maximizing investor returns through pro-active asset
management. APGF will continue to focus on property fundamentals and maximise each individual
property’s net operating income to deliver sustainable performance and maximise long term value to
investors.

Negotiations with St George Bank were well progressed at 30 June 2011 to provide loan facilities to
replace the existing facilities which are shown as current liabilities. On 27 July 2011, a new two year loan
facility with St George Bank was executed.

The Directors are not aware of any circumstances whereby the assets are likely to be realised for an
amount less than the amount at which it is recorded in the financial report at 30 June 2011. Accordingly,
no adjustments have been made to the financial report relating to the recoverability and classification of
the asset carrying amounts or the amounts and classification of liabilities that might be necessary should
the Trust not continue as a going concern.

Results

The net comprehensive loss attributable to investors for the year ended 30 June 2011 was $3,836,088
(2010: $4,642,053).

Reconciliation of Loss Attributable to Unitholders to Underlying Profit (unaudited)

The statutory profit/(loss) amounts disclosed above have been prepared in accordance with the accounting
policies described in Note 3 to the financial statements and includes fair value increments/decrements,
impairment losses and other non-operating transactions. The reconciliation below shows the adjustments
required to determine the underlying profit, which reflects the Directors assessment of the result for the
ongoing business activities of the Fund.

30-Jun-11 30-Jun-10
$ $
Loss attributable to unitholders of ADPF (3,836,088) (4,642,053)
Adjustment for non-operating items
Fair value increment of financial instruments (307,061) (820,389)
Loss on sale of investment property 324,413 -
Revaluation decrement on investment properties 3,161,978 7,461,630
Merger costs 1,759,084 -
Underlying Profit attributable to unitholders of ADPF 1,102,326 1,999,188
Underlying Profit of APS 5, APS 7 and AREIL pre-stapling 920,218 1,488,179
Underlying Profit of Funds that comprise AREIT for full year 2,022,544 3,487,367

This reconciliation has been prepared in accordance with the principles for reporting underlying profit
issued by the Australian Institute of Company Directors and the Financial Services Institute of Australasia.
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Distributions

In respect of the year ended 30 June 2011, distributions were paid following the formation of AREIT on a
quarterly basis, in the middle of the month following the declared quarter. For details of distributions paid
during the year, refer to Note 16 to the financial statements.

30-Jun-11 30-Jun-10

$ $

Distribution paid and payable 1,742,208 1,047,635
Distribution annualised (cents per unit) 4.30 2.08

Management Costs

The Management Expense Ratio (*“MER") is the ratio of the Trust’s management costs that are not
deducted directly from an investor’s account to the Trust’s total average net assets. Expenses which would
be incurred by a direct investor, such as transaction costs, brokerage, government taxes and charges on
purchases and sales, are excluded where these can be identified and isolated. The MER excludes merger
costs associated with the stapling arrangement.

30-Jun-11 30-Jun-10

$ $

MER related expenses incurred by the Trust 1,227,349 1,284,751
% %

MER % 4.31 3.86

Significant Changes in State of Affairs

The financial position of the Trust changed significantly as a result of the stapling transaction on 1 March
2011. The stapling transaction resulted in the acquisition of $19,049,326 net assets of the APS 5 and APS
7, including six investment properties.

During the year there was no significant change in the state of affairs of the Trust other than that referred
to in the financial statements or notes thereto.

Subsequent Events

Negotiations with St George Bank were well progressed at 30 June 2011 to provide loan facilities to
replace the existing facilities which are shown as current liabilities. On 27 July 2011, a new two year loan
facility with St George Bank was executed.

There has not been any matter or circumstance, other than that referred to in the financial statements or
notes thereto, that has arisen since the end of the year, that has significantly affected, or may significantly
affect, the operations of the Trust, the results of the Trust, or the state of affairs of the Trust in future
financial years.

Details of subsequent events are included in Note 25 in the accompanying financial report.
Future Developments

The Trust will continue to be managed in accordance with the investment objectives and guidelines as set
out in the governing documents of the Trust and in accordance with the provisions of the Trust
Constitution.

The results of the Trust’s operations will be affected by a number of factors, including the performance of
investment markets in which the Trust invests. Investment performance is not guaranteed and future
returns may differ from past returns. As investment conditions change over time, past returns should not
be used to predict future returns.

Further information on likely developments in the operations of the Trust and the expected results of those
operations have not been included in this report because the Responsible Manager believes it would be
likely to result in unreasonable prejudice to the Trust.
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The Board of Directors
APGF Management Limited
Level 15, 12 Creek Street
Brisbane QLD 4000

APGF MANAGEMENT LIMITED
AS THE RESPONSIBLE ENTITY FOR APGF REAL ESTATE INVESTMENT TRUST

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the
following declaration of independence to the directors APGF Management Limited as the
responsible entity for APGF Real Estate Investment Trust.

As lead audit principal for the audit of the financial statements of APGF Real Estate
Investment Trust for the year ended 30 June 2011, | declare that to the best of my
knowledge and belief, that there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and
(ii) any applicable code of professional conduct in relation to the audit.

Yours sincerely

CROWE HORWATH SYDNEY \

ROGER WONG
Principal

Liability limited by a scheme approved under Crowe Horwath Sydney Pty Ltd is a member of Crowe Horwath International, a Swiss verein.

T Professional Standards Legislations Each member firm of Crowe Horwath is a separate and independent legal entity.
EXCELLENGE
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INDEPENDENT AUDITOR’S REPORT
TO THE INVESTORS OF
APGF REAL ESTATE INVESTMENT TRUST

Report on the financial report

We have audited the accompanying financial report of APGF Real Estate Investment Trust (“the Trust”),
which comprises the consolidated statement of financial position as at 30 June 2011, the consolidated
statement of comprehensive income, the consolidated statement of changes in equity and the consolidated
statement of cash flows for the year ended on that date, notes comprising a summary of significant
accounting policies and other explanatory information, and the directors’ declaration of the consolidated
entity comprising APGF Diversified Property Fund and the entities it controlled at the year's end or from
time to time during the financial year.

Directors’ responsibility for the financial report

The directors of APGF Management Limited (the Responsible Entity) are responsible for the preparation
of the financial report that gives a true and fair view in accordance with Australian Accounting Standards
and the Corporations Act 2001 and for such internal control as the directors determine is necessary to
enable the preparation of the financial report that is free from material misstatement whether due to fraud
or error. In Note 1, the directors also state, in accordance with Accounting Standard AASB 101
Presentation of Financial Statements, that the financial statements comply with International Financial
Reporting Standards.

Auditor’s responsibility of the Responsible Entity

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on the auditor’'s judgment, including the assessment of
the risks of material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation of the financial
report that gives a true and fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Liability limited by a scheme approved under Crowe Horwath Sydney Pty Ltd is a member of Crowe Horwath International, a Swiss verein.
e Professional Standards Legislations Each member firm of Crowe Horwath is a separate and independent legal entity.
EXCELLINGE
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Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act
2001.

Opinion

In our opinion:
a. the financial report of APGF Real Estate Investment Trust is in accordance with the Corporations Act
2001, including:
(i) giving a true and fair view of the consolidated entity’s financial position as at 30 June 2011 and
of its performance for the year ended on that date; and

(i) complying with Australian Accounting Standards and the Corporations Regulations 2001.

b. the financial report also complies with International Financial Reporting Standards as disclosed in
Note 1.

Inherent uncertainty regarding continuation as a going concern

Without qualification to the opinion expressed above, attention is drawn to the following matter.

As indicated in Note 1 to the financial statements, the financial report has been prepared on a going concern
basis as the directors believe that the Trust will be able to pay its debts as and when they fall due and
payable. Notwithstanding the deficit of current assets over current liabilities, the financial report has been
prepared on a going concern basis as the directors are of the opinion that the Trust will:

have sufficient cash reserves to continue to meet its liabilities as and when they fall due;
generate sufficient future operating cash flows to support its ongoing operations;
satisfactorily complete negotiations with financial institutions to renew or refinance its loan
obligations.

b S g8 {«éwww’fi %j ot
CROWE HORWATH SYDNEY

7 2

/

ROGER WONG
Principal

Dated this 20" day of September 2011
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DIRECTORS’' DECLARATION

The directors of APGF Management Limited as the Responsible Manager of the Trust declare that:

1. The consolidated financial statements and notes, as set out on pages 11 to 49, are in
accordance with the Corporations Act 2001 and:

(a) comply with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements; and

(b) give a true and fair view of the financial position as at 30 June 2011 and of its performance
for the year ended on that date of the Trust; and

(c) are in compliance with International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board as stated in note 1.

2. In the directors’ opinion there are reasonable grounds to believe that the Trust will be able to

pay its debts as and when they become due and payable.

Signed in accordance with a resolution of the directors of APGF Management Limited made pursuant to
Section 295 (5) of the Corporations Act 2001.

On behalf of the directors,

Geoffrey McMahon,
Director, APGF Management Limited
Brisbane, 20 September 2011
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APGF Real Estate Investment Trust

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2011

Investment Income

Rental income

Outgoings paid

Net rental income

Interest income

Miscellaneous income

Unrealised change in fair value of investment property
Loss on sale of investment property

Unrealised change in fair value of financial instruments

Net Investment Income

Expenses

Auditors’ remuneration
Bank fees

Finance costs
Custodian fees
Registry fees
Professional fees
Valuation fees
Responsible Manager fees
Merger costs

Other

Total Expenses

Net Profit/(Loss) for the year

Other comprehensive income for the year

Total Comprehensive Profit/(Loss) for the year

Net Profit/(Loss) for the year attributable to:
- members of ADPF (Parent interest)

Consolidated

APGF

Australian Property
Growth Fund

Consolidated

- members of other entities stapled to the Trust (Non-controlling

interests)

Total Comprehensive Income for the year attributable to:

- members of ADPF (Parent interest)

- members of other entities stapled to the Trust (Non-controlling

interests)

Note 30-Jun-11 30-Jun-10
$ $

10,061,434 12,057,704
(2,003,853) (2,599,193)

4 8,057,581 9,458,511
46,150 41,461

65,635 11,907

(3,161,978) (7,461,630)
(324,413) -

307,061 820,389

4,990,036 2,870,638

21 63,133 53,563
3,341 6,031

5,602,633 5,695,618

54,577 (7,619)

89,776 73,197

163,327 359,940

65,850 65,100

24 (c) 865,159 1,115,953
24 (c) 1,759,084 -
159,244 150,908

8,826,124 7,512,691
(3,836,088) (4,642,053)
(3,836,088) (4,642,053)
(3,766,505) (4,642,053)

(69,583) -

(3,836,088) (4,642,053)
(3,766,505) (4,642,053)

(69,583) -

(3,836,088) (4,642,053)

The results of APGF Real Estate Investment Trust for the period following the formation of the stapled
group on 1 March 2011 are detailed in note 23.

The above statement of comprehensive income should be read in conjunction with the accompanying

notes.
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APGF Real Estate Investment Trust

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2011

Current Assets

Cash and cash equivalents
Trade and other receivables
Assets classified as held for sale
Other current assets

Total Current Assets

Non-Current Assets
Investment property

Other non-current assets
Total Non-Current Assets

Total Assets

Current Liabilities

Trade and other payables
Derivative financial liabilities
Interest bearing liabilities
Other current liabilities
Total Current Liabilities

Non-Current liabilities
Interest bearing liabilities
Total Non-Current Liabilities

Total Liabilities

Net Assets

Equity

Equity Attributable to Members of ADPF
Unitholders funds

Undistributed income

Total equity attributable to members of ADPF

Non-controlling interests

Equity Attributable to Members of Other Entities
Stapled to the Trust

Unitholders funds

Undistributed income

Total equity attributable to members of other entities
stapled to the Trust

Total Equity

Note

N OWU

11
12
13
14

13

15

15

Consolidated

AP

Consolidated

GF

Australian Property
Growth Fund

30-Jun-11 30-Jun-10
$ $

1,501,423 752,417
45,137 158,876

- 29,769,462

190,165 160,887
1,736,725 30,841,642
121,450,000 74,800,000
733,214 -
122,183,214 74,800,000
123,919,939 105,641,642
1,835,817 3,557,844
507,573 814,634
68,179,861 74,594,444
176,665 29,509
70,699,916 78,996,431
15,403,782 2,300,000
15,403,782 2,300,000
86,103,698 81,296,431
37,816,241 24,345,211
46,601,080 47,534,891
(26,956,185) (23,189,680)
19,644,895 24,345,211
18,235,874 -
(64,528) -
18,171,346 -
37,816,241 24,345,211

The above statement of financial position should be read in conjunction with the accompanying notes.
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APGF Real Estate Investment Trust

Balance at 1 July 2009
Net loss for the year

Other comprehensive income
Transactions with owners in their
capacity as owners:

Applications / Distribution Reinvestment
Plan

Distributions paid
Balance at 30 June 2010

Balance at 1 July 2010
Net loss for the year

Other comprehensive income
Transactions with owners in their
capacity as owners:

Stapling distribution

Issue of units for stapling

Equity arising from the stapling
arrangement

Distributions paid

Balance at 30 June 2011

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2011

Parent Interest

Non-Controlling Interest

AP

ADPF Other entities stapled to the Trust AREIT

Unitholder's Undistributed Unitholders'’ Undistributed Total
Funds Income Total Funds Income Equity

$ $ $ $ $ $
48,481,857 (18,547,627) 29,934,230 - - 29,934,230
- (4,642,053) (4,642,053) - - (4,642,053)

100,669 - 100,669 - - 100,669
(1,047,635) - (1,047,635) - - (1,047,635)
47,534,891 (23,189,680) 24,345,211 - - 24,345,211
47,534,891 (23,189,680) 24,345,211 - - 24,345,211
- (3,766,505) (3,766,505) - (69,583) (3,836,088)
(3,203,381) - (3,203,381) - - (3,203,381)
3,203,381 - 3,203,381 - - 3,203,381

- - - 19,044,271 5,055 19,049,326

(933,811) - (933,811) (808,397) - (1,742,208)
46,601,080 (26,956,185) 19,644,895 18,235,874 (64,528) 37,816,241

The above statement of changes in equity should be read in conjunction with the accompanying notes.

GF

Australian Property
Growth Fund
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APGF Real Estate Investment Trust

STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 30 JUNE 2011

Cash Flows from Operating Activities

Gross rental income and other income received
Interest received

Payments to suppliers (including property outgoings)
Interest and other costs of finance paid

Net Cash Inflow/(Outflow) from Operating
Activities

Cash Flows from Investing Activities

Payment for investment properties

Proceeds from sale of investment property
Acquisition of APS 5, APS 7 on stapling (net of cash
acquired)

Net Cash Inflow/(Outflow) from Investing
Activities

Cash Flows from Financing Activities
Proceeds from borrowings

Repayment of borrowings
Distributions made to unitholders

Net Cash Inflow/(Outflow) from Financing
Activities

Net increase / (decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Consolidated

AP

Consolidated

GF

Australian Property
Growth Fund

Note 30-Jun-11 30-Jun-10
$ $
11,085,042 13,744,534
46,150 41,851
(3,002,530) (5,109,876)
(5,838,956) (5,719,367)

22
(b) 2,289,706 2,957,142
(634,252) -
23,517,323 7,401,908
23 580,631 -
23,463,702 7,401,908
381,534 6,372,590
(24,520,000) (15,443,450)
(865,936) (1,202,391)
(25,004,402) (10,273,251)
749,006 85,799
752,417 666,618

22
(a) 1,501,423 752,417

The above statement of cash flows should be read in conjunction with the accompanying notes.
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APGF Real Estate Investment Trust

NOTES TO THE FINANCIAL STATEMENTS HPGF

Australian Property

FOR THE YEAR ENDED 30 JUNE 2011 Growth Fund

1. Statement of compliance and basis of preparation

These general purpose financial statements have been prepared in accordance with Australian
Accounting Standards, other authoritative pronouncements of the Australian Accounting
Standards Board, Urgent Issues Group Interpretations and the Corporations Act 2001.

Stapled security

The securities of APGF Real Investment Limited (“AREIL”), APGF Diversified Property Fund
(“ADPF"), APGF Property Syndicate No.5 (*APS 5”) and APGF Property Syndicate No.7 (“APS
7") are combined and issued as stapled securities in APGF Real Estate Investment Trust
(“AREIT").

The Articles of Association of AREIL and the constitutions of ADPF, APS 5 and APS 7 ensure
that the number of issued units or shares in these entities shall be equal at all times and the
shareholders and unitholders registers be identical. The unit and shares cannot be traded
separately and can only be traded as stapled securities.

These financial statements consist of the consolidated financial statements of AREIL, ADPF,
APS 5 and APS 7 and their controlled interests.

AREIL was incorporated on 23 September 2010 and AREIT was established on 1 March 2011.

Consolidated accounts

To account for the stapling, Australian Accounting Standards requires an acquirer (ADPF) to be
identified and an acquisition to be recognised. The net assets and the net profit of the acquiree
(APS 5, APS7, AREIL) are recognised as non-controlling interest as they are not owned by the
acquirer in the stapling agreement. Refer to note 23.

The financial statements are prepared on a historical cost basis except where otherwise
stated. Financial assets and liabilities held at fair value through profit or loss have been
measured at fair value.

Compliance with International Financial Reporting Standards (IFRS)
The financial statements of the Trust also comply with International Financial Reporting
Standards as issued by the International Accounting Standards Board.

The financial statements were authorised for issue by the directors on 20 September 2011.

Going Concern

The financial statements have been prepared on a going concern basis which contemplates
continuity of normal business activities and the realisation of assets and settlement of
liabilities in the ordinary course of business. The ability of the Trust to pay its debts is
dependent on the extension of loans from financial institutions which expire within twelve
months from balance date.

A new two year loan facility with St George Bank was drawn on 27 July 2011 and replaces the
Commonwealth Bank of Australia and St George Bank facilities that are shown as current
liabilities at balance date (refer note 25).

The Directors are not aware of any circumstances whereby the assets are likely to be realised
for an amount less than the amount at which it is recorded in the financial report at 30 June
2011. Accordingly, no adjustments have been made to the financial report relating to the
recoverability and classification of the asset carrying amounts or the amounts and
classification of liabilities that might be necessary should the Trust not continue as a going
concern.
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1. Statement of compliance and basis of preparation (continued)

Critical accounting estimates

In the application of accounting policies management is required to make judgements,
estimates and assumptions about carrying values of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the
circumstance, the results of which form the basis of making judgements. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

Judgements made by management in the application of accounting policies that have
significant effects on the financial statements and the estimates with a significant risk of
material adjustments in the period are disclosed, where applicable, in the relevant notes to the
financial statements.

Accounting policies are selected and applied in a manner which ensures that the resulting
financial information satisfies the concepts of relevance and reliability, thereby ensuring that
the substance of the underlying transactions or other events is reported.

2. Financial statement presentation

New accounting standards and interpretations

Certain new standards and interpretations have been published that are not mandatory for 30
June 2011 reporting period. The Directors’ assessment of the impact of these new standards
(to the extent relevant to the Trust) and interpretations is set out below:

(i) AASB 9 Financial Instruments and AASB 2009-11 Amendments to Australian Accounting
Standards arising from AASB 9 and AASB 2010 Amendments to Australian Accounting
Standards arising from AASB 9 (effective from 1 January 2013)

AASB 9 Financial Instruments addresses the classification, measurement and derecognition of
financial assets and liabilities. The standard is not applicable until 1 January 2013 but is
available for early adoption. AASB 9 permits the recognition of fair value gains and losses in
other comprehensive income if they relate to equity investments and are not traded. The Trust
has not yet decided when to adopt AASB 9. However, management does not expect this will
have a significant impact on the Trust’s financial statements as the Trust does not hold any
available-for-sale investments.

(ii) Revised AASB 124 Related Party Disclosures and AASB 2009-12 Amendments to Australian
Accounting Standards (Effective from 1 January 2011)

In December 2009 the AASB issued a revised AASB 124 Related Party Disclosures. It is
effective for accounting periods beginning on or after 1 January 2011 and must be applied
retrospectively. The amendment removes the requirement for government-related entities to
disclose details of all transaction with the government and other government-related entities
and clarifies and simplifies the definition of a related party. The Trust will apply the amended
standard from 1 July 2011. When the amendments are applied, the Trust would need to
disclose any transactions between its subsidiaries and associates. However, as the Trust does
not have any subsidiaries and associates, the amendment will not have any effect on the
Trust’s financial statements.
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2. Financial statement presentation (continued)

(iii) AASB 2010-6 Amendments to Australian Accounting Standards - Disclosures on Transfers
of Financial Assets (effective for annual reporting periods beginning on or after 1 July 2011)

In November 2010 the AASB issued AASB 2010-6 Disclosures on Transfers of Financial Assets
which amends AASB 1 First-time Adoption of Australian Accounting Standards and AASB 7
Financial Instruments: Disclosures to introduce additional disclosures in respect of risk
exposures arising from transferred financial assets. The amendments will affect particularly
entities that sell, factor, securitise, lend or otherwise transfer financial assets to other parties.
They are not expected to have any significant impact on the Trust's disclosures. The Trust
intends to apply the amendment from 1 July 2011.

(iv) Amendments to AASB 2010-4 Further amendments to Australian Accounting Standards
arising from the Annual Improvements Project (effective for annual reporting periods
beginning on or after 1 July 2010/1 January 2011)

In June 2010, the AASB made a number of amendments to Australian Accounting Standards
as a result of the IASB’s annual improvement project. The Trust does not expect that any
adjustment will be necessary as a result of applying the revised rules.

(v) AASB 2010-8 Amendments to Australian Accounting Standards - Deferred Tax: Recovery
of Underlying Assets (effective from 1 January 2012). In December 2010, the AASB amended
AASB 112 Income Taxes to provide a practical approach for measuring deferred tax liabilities
and deferred tax assets when investment property is measured using the fair value model.
AASB 112 requires the measurement of deferred tax assets or liabilities to reflect the tax
consequences that would follow from the way management expects to recover or settle the
carrying amount of the relevant assets or liabilities that is through use or through sale. The
amendment introduces a rebuttable presumption that investment property which is measured
at fair value is recovered entirely by sale. The Trust will apply the amendment from 1 July
2012.

(v) AASB 10 Consolidated Financial Statements (effective from 1 January 2013)

AASB 10 Consolidated Financial Statements introduces a single model of control, which is used
to determine whether an investee must be consolidated. The existence of control is
determined based on the power to direct the activities of an investee; exposure, or rights, to
variable returns from its involvement with the investee; the ability to use its power over the
investee to affect the amount of the investor’s return. Management does not expect this to
have significant impact on the Trust’s financial statements.

(vi) AASB 11 Joint Arrangements (effective from 1 January 2013)

AASB 11 Joint Arrangements classifies all joint arrangements as either joint operations or joint
ventures. Management does not expect this to have significant impact on the Trust’s financial
statements as the Trust does not have joint arrangements.

(vii) AASB 12 Disclosure of Involvement with other entities (effective from 1 January 2013)
AASB 12 Disclosure of Involvement with other entities requires the disclosure of information to
enable users to evaluate the nature of, and risks associated with, its interests in other entities
and the effect of those interests on its financial position, financial performance, and cash
flows. AASB 12 applies to all entities that have subsidiaries, associates, or unconsolidated
structured entities, and requires disclosures grouped into four categories. Management does
not expect this to have significant impact on the Trust’s financial statements.
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3. Summary of significant accounting policies

The following significant accounting policies have been adopted in the preparation and
presentation of the financial statements for the year ended 30 June 2011, unless otherwise
stated in the following statement:

(a) Basis of consolidation

(i) Stapling

The stapling of AREIL, ADPF, APS 5 and APS 7 was approved at separate meetings of the
respective shareholders and unitholders on 15 February 2011 (ADPF), 28 February 2011 (APS
5, APS 7) and 1 March 2011 (AREIL). Following approval of the stapling, shares in AREIL and
units in ADPF, APS 5 and APS 7 were stapled with effect from 1 March 2011.

Australian Accounting Standards requires an acquirer to be identified and an in-substance
acquisition to be recognised. In relation to the stapling of the securities, ADPF is identified as
having acquired control over the assets of AREIL, APS 5 and APS 7. To recognise the in-
substance acquisition, the following accounting principals have been applied:

. No goodwill is recognised on acquisition of AREIL, APS 5 and APS 7 because no direct
ownership interest was acquired by ADPF in these entities;

. The equity issued by ADPF to shareholders of AREIL and unitholders of APS 5 and APS 7
to give effect to the transaction is recognised at the dollar value of the consideration
payable by owners of these entities. This is because the issue of units in ADPF was
administrative in nature rather than for the purpose of ADPF acquiring an ownership
interest in the other entities;

. The issued shares and units of AREIL, APS 5 and APS 7 are not owned by ADPF and are
presented as minority interest in AREIT notwithstanding that the owners of these entities
are also owners of ADPF by virtue of the stapling arrangement. Accordingly, the equity in
the net assets of these entities and the profit/(loss) arising from these net assets have
been separately identified in the statement of comprehensive income and statement of
financial position as relating to non-controlling interest.

(ii) Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all controlled
entities of APGF Real Estate Investment Trust as at 30 June 2011 and the results of all
controlled entities for the period then ended.

Controlled entities are all those entities over which APGF Real Estate Investment Trust has the
power to govern the financial and operating policies so as to obtain benefits from their
operation. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Trust controls another entity.

In preparing the consolidated financial statements, all inter-entity balances and transactions,
income and expenses and profit or losses resulting from intra-group transactions have been
eliminated in full.

Controlled entities are fully consolidated from the date on which control is obtained by the
Trust and cease to be consolidated from the date on which control is transferred out of the
Trust.

Non-controlling interests in the results and equity are shown separately in the Statement of
Comprehensive Income and Statement of Financial Position respectively. Non-controlling
interests are those interests in AREIL, APS 5 and APS 7 which are not held directly or indirectly
by ADPF.
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3. Summary of significant accounting policies (continued)
(b) Business combinations

The acquisition method of accounting is used to account for all business combinations,
regardless of whether the equity instruments or other assets are acquired. The consideration
transferred for the acquisition of a controlled entity comprises the fair value of the assets
transferred, the liabilities incurred and the equity interests issued by the consolidated entity.
The consideration transferred also includes the fair value of any asset or liability resulting from
a contingent consideration arrangement and the fair value of any pre-existing equity interest
in the subsidiary. Acquisition-related costs are expensed as incurred. Identifiable assets
acquired and liabilities and contingent liabilities assumed in a business combination are, with
limited exceptions, measured initially at their fair values at the acquisition date. On an
acquisition-by-acquisition basis, the consolidated entity recognises any non-controlling interest
in the acquiree either at fair value or at the non-controlling interest’s proportionate share of
the acquiree’s net identifiable assets.

The excess of the consideration transferred, the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree
over the fair value of the consolidated entity’s share of the net identifiable assets acquired is
recorded as goodwill. If those amounts are less than the fair value of the net identifiable
assets of the controlled entity acquired and the measurement of all amounts has been
reviewed, the difference is recognised directly in profit or loss as a bargain purchase.

Where settlement of any part of the consideration is deferred, the amounts payable in the
future are discounted to their present value as at the date of exchange. The discount rate used
is the entity’s incremental borrowing rate, being the rate at which similar borrowing could be
obtained from an independent financier under comparable terms and conditions.

Contingent consideration is classified either as equity or a financial liability. Amounts classified
as a financial liability are subsequently remeasured to fair value with changes in fair value
recognised in profit or loss.

(c) Cash and cash equivalents

Cash and cash equivalents in the statement of financial position consist of cash on hand, cash
at bank and short-term deposits that are readily convertible into known amounts of cash. The
Trust considers a short-term deposit to have a maturity of three months or less and be subject
to an insignificant risk of change in value.

For the purposes of the statement of cash flows, cash and cash equivalents consist of cash on
hand and at bank, short-term deposits (as outlined above) and bank overdrafts. Bank
overdrafts are included within interest bearing loans and borrowings in current liabilities.

(d) Trade and other receivables

Trade receivables are recognised at fair value and subsequently measured at amortised cost
using effective interest method, less provision for impairment. Collectability of trade
receivables is reviewed on an ongoing basis at an operating unit level. Individual debts that
are known to be uncollectible are written off when identified. An impairment provision is
recognised when there is objective evidence that the Trust may not be able to collect the
receivable. Financial difficulties of the debtor, default payments or debts more than 90 days
overdue are considered objective evidence of impairment. The amount of the impairment loss
is the difference between the receivable carrying amount and the present value of estimated
future cash flows, discounted at the original effective interest rate.

The amount of impairment loss is recognised in profit or loss within other expenses. When a
trade receivable for which an impairment allowance had been recognised before becomes
uncollectable in a subsequent period, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against other expenses
in profit or loss.
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3. Summary of significant accounting policies (continued)
(e) Financial assets and liabilities

(i) Classification
The Trust's investments are classified as loans and receivables or financial instruments at fair
value through profit or loss.

Financial instruments at fair value through profit or loss upon initial recognition

Derivative financial instruments such as futures, forward contracts, options and interest rate
swaps are included under this classification. The Trust does not designate any derivatives as
hedges in a hedging relationship.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They are included in current assets, except for those
with maturities greater than 12 months after the reporting date which are classified as non-
current assets. Loans and receivables are included in trade and other receivables in the
statement of financial position.

(ii) Recognition/derecognition

The Trust recognises financial assets and financial liabilities on the date it becomes party to
the contractual agreement (trade date) and recognises changes in fair value of the financial
assets or financial liabilities from this date. Investments are initially recognised at fair value
plus transaction costs for all financial assets not carried at fair value through profit or loss.
Financial assets carried at fair value through profit or loss is initially recognised at fair value
and transaction costs are expensed in the statement of comprehensive income.

Investments are derecognised when the right to receive cash flows from the investments have
expired or the Trust has transferred substantially all risks and rewards of ownership.

(iii) Measurement

Financial assets and liabilities held at fair value through profit or loss

Financial assets and liabilities held at fair value through profit or loss are measured initially
and subsequently carried at fair value. Gains or losses arising from changes in the fair value of
the 'financial assets at fair value through profit or loss' category are presented in the
statement of comprehensive income within other income or other expenses in the period in
which they arise.

Loans and receivables

Loan assets are measured initially at fair value plus transaction costs and subsequently
amortised using the effective interest rate method, less impairment losses if any. Such assets
are reviewed at each reporting date to determine whether there is objective evidence of
impairment.

If evidence of impairment exists, an impairment loss is recognised in the statement of
comprehensive income as the difference between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the original effective interest rate.

If in a subsequent period the amount of an impairment loss recognised on a financial asset
carried at amortised cost decreases and the decrease can be linked objectively to an event
occurring after the write-down, the write-down is reversed through the statement of
comprehensive income.

(iv) Derivative financial instruments

The Trust uses derivative financial instruments such as interest rate swaps to hedge its risks
associated with interest rate fluctuations. Such derivative financial instruments are stated at
fair value on the date on which a derivative contract is entered into and are subsequently
remeasured to fair value.

(v) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of
financial position when there is a legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.
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3. Summary of significant accounting policies (continued)
(f) Assets classified as held for sale

Non-current assets and disposal groups are classified as held for sale and measured at the
lower of their carrying amount and fair value less costs to sell if their carrying amount will be
recovered principally through a sale transaction. They are not depreciated or amortised. For an
asset or disposal group to be classified as held for sale it must be available for immediate sale
in its present condition and its sale must be highly probable.

(g) Investment properties

Investment properties principally comprising freehold office buildings are held for long term
rental yields and are not occupied by the Trust. Investment properties are measured initially
at cost, including transaction costs. The carrying amount includes the cost of replacing part of
an existing investment property at the time that cost is incurred if the recognition criteria are
met, and excludes the costs of day-to-day servicing of an investment property. Subsequent to
initial recognition, investment properties are stated at fair value, which is based on active
market prices, adjusted if necessary, for any difference in the nature, location or condition of
the specific asset at the reporting date. Gains or losses arising from changes in the fair values
of investment properties are recognised in profit or loss in the period in which they arise.
Evaluations of fair value are conducted periodically but at least triennially by external
independent valuers who apply the International Valuation Standards as issued by the
International Valuations Standards Committee.

Investment properties are derecognised either when they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is
expected from its disposal. Any gains or losses on the retirement or disposal of an investment
property are recognised in profit or loss in the period of retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use,
evidenced by ending of owner-occupation, commencement of an operating lease to another
party or ending of construction or development. Transfers are made from investment property
when, and only when, there is a change in use, evidenced by commencement of owner
occupation or commencement of development with a view to sale.

(h) Leases

The determination of whether an arrangement is or contains a lease is based on the substance
of the arrangement and requires an assessment of whether the fulfilment of the arrangement
is dependent on the use of a specific asset or assets and the arrangement conveys a right to
use the asset.

Leases are classified as finance leases whenever the terms of the lease transfer substantially
all the risks and rewards of ownership, but not the legal ownership, to the lessee. All other
leases are classified as operating leases.

(i) Trust as lessor

Leases in which the Trust retains substantially all the risks and benefits of ownership of the
leased asset are classified as operating leases. Initial direct costs incurred in negotiating an
operating lease are added to the carrying amount of the leased asset and recognised as an
expense over the lease term on the same basis as rental income. Income from operating
leases is recognised on a straight line basis over the term of the lease, unless another more
systematic basis is more representative of the time pattern in which the benefit derived from
the leased asset is diminished.

(ii) Lease incentives

Incentives such as cash, rent free periods or contributions towards lessee or lessor owned fit
outs, may be provided to lessees to enter into an operating lease. These incentives are
capitalised and amortised over the term of the lease as a reduction in rental income on a
straight line basis.
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3. Summary of significant accounting policies (continued)
(i) Trade and other payables

Trade and other payables are carried at amortised cost and due to their short term nature
they are not discounted. They represent liabilities for goods and services provided to the Trust
prior to the end of the period that are unpaid and arise when the Trust becomes obliged to
make future payments in respect of the purchase of these goods and services. The amounts
are unsecured and are usually paid within 30 days of recognition.

) Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair value of the consideration received
less directly attributable transaction costs.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest method. Fees paid on the establishment of loan
facilities are included as part of the carrying amount of the loans and borrowings.

Borrowings are removed from the statement of financial position when the obligation specified
in the contract is discharged, cancelled or expired. The difference between the carrying
amount of a financial liability that has been extinguished or transferred to another party and
the consideration paid, including any non-cash assets transferred or liabilities assumed, is
recognised in other income or finance cost.

Borrowings are classified as current liabilities unless the Trust has an unconditional right to
defer settlement of the liability for at least 12 months after the reporting date.

Borrowing costs

Borrowing costs are recognised as an expense when incurred, except to the extent that they
are incurred in the acquisition or construction of qualifying assets. Borrowing costs directly
associated with this asset would be capitalised (including any other associated costs directly
attributable to the borrowing and temporary investment income earned on the borrowing).

(k) Provisions

Provisions are recognised when the Trust has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of
the obligation.

When the Trust expects some or all of a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognised as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
statement of comprehensive income net of any reimbursement.

Provisions are measured at the present value of management's best estimate of the
expenditure required to settle the present obligation at the reporting date using a discounted
cash flow methodology. The risks specific to the provision are factored into the cash flows and
as such a risk-free government bond rate relative to the expected life of the provision is used
as a discount rate. If the effect of the time value of money is material, provisions are
discounted using a current pre-tax rate that reflects the time value of money and the risks
specific to the liability. The increase in the provision resulting from the passage of time is
recognised in finance costs.
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3. Summary of significant accounting policies (continued)
(I) Investmentincome

Investment income is recognised and measured at the fair value of the consideration received
or receivable to the extent it is probable that the economic benefits will flow to the Trust and
the revenue can be reliably measured. The following specific recognition criteria must also be
met before income is recognised:

(i) Sale of investment properties

Income from the sale of investment properties is recognised when there is persuasive
evidence, usually in the form of an executed sales agreement at the time of completion,
indicating that there has been a transfer of risks and rewards to the buyer, no further work or
processing is required, the quantity and quality of the investment properties has been
determined, the price is fixed and generally title has passed.

(ii) Interest income

Income is recognised as interest accrues using the effective interest method. This is a method
of calculating the amortised cost of a financial asset and allocating the interest income over
the relevant period using the effective interest rate, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial asset to the net
carrying amount of the financial asset.

(iii) Distributions
Income is recognised when the Trust's right to receive the payment is established.

(iv) Rental income

Rental income from investment properties is accounted for on a straight-line basis over the
lease term. Contingent rental income is recognised as income in the periods in which it is
earned. Lease incentives granted are recognised as an integral part of the total rental income.

(m) Income tax and other taxes

(i) Income Taxes
Under current income tax legislation the Trust is not liable to pay income tax provided that the
taxable income and taxable realised gains are fully distributed to unitholders each year.

Company and other taxable entities

Income tax expense/benefit for the financial year is the tax payable/receivable on the current
year’s taxable income based on the national income tax rate for each jurisdiction. This is
adjusted by changes in deferred tax assets and liabilities attributable to temporary differences
and to unused tax losses. Deferred tax assets and liabilities are recognised for temporary
differences at the tax rates expected to apply when the assets are recovered or liabilities are
settled, based on those tax rates which are enacted or substantively enacted for each
jurisdiction. The relevant tax rates are applied to the cumulative amounts of deductible and
taxable temporary differences to measure the deferred tax asset or liability. An exception is
made for certain temporary differences arising from the initial recognition of an asset or a
liability. No deferred tax asset or liability is recognised in relation to these temporary
differences if they arose in a transaction, other than a business combination, that at the time
of the transaction did not affect either accounting profit or taxable profit or loss. Deferred tax
assets are recognised for deductible temporary differences and unused tax losses only if it is
probable that future taxable amounts will be available to utilise those temporary differences
and losses. Deferred tax liabilities and assets are not recognised for temporary differences
between the carrying amount and tax bases of investments in controlled entities where the
Company is able to control the timing of the reversal of the temporary differences and it is
probable that the differences will not reverse in the foreseeable future. Current and deferred
tax balances attributable to amounts recognised directly in equity are also recognised directly
in equity.
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3. Summary of significant accounting policies (continued)
(m) Income tax and other taxes (continued)

(ii) Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of GST except:

e when the GST incurred on a purchase of goods and services is not recoverable from the
taxation authority, in which case the GST is recognised as part of the cost of acquisition of the
asset or as part of the expense item as applicable; and

¢ receivables and payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as
part of receivables or payables in the statement of financial position.

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

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

(n) Applications and redemptions

Applications received for units in the Trust are recorded net of any entry fees payable prior to
the issue of units in the Trust. Redemptions from the Trust are recorded gross of any exit fees
payable after the cancellation of units redeemed.

(o) Distributions

In accordance with the Trust constitution, the Trust distributes income adjusted for amounts
determined by the Responsible Manager, to unitholders by cash or reinvestment.

(p) Contributed equity and unitholders’ funds

Issued and paid up capital is recognised at the fair value of the consideration received by the
Trust. Each issued security confers upon the security holder an equal interest in the Trust,
and is of equal value. A security does not confer any interest in any particular asset or
investment of the Trust. The rights, obligations and restrictions attached to each security
holder are identical in all respects.

Any transaction costs arising on the issue of securities are recognised directly in equity as a
reduction of the security proceeds received.
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Rental income

Rental income

Fixed rent straight-line adjustments
Lease incentive allocation
Outgoings recovered

Cash and cash equivalents

Cash at bank
Cash deposit

Trade and other receivables

Tenant arrears

Other receivables

Assets classified as held for sale

12 Rodborough Rd, Frenchs Forest, NSW
Ranford Road (Southern River)

AP

GF

Australian Property
Growth Fund

30-Jun-11 30-Jun-10
$ $
8,859,337 10,131,589
(76,453) (116,993)
71,049 (52,956)
1,207,501 2,096,064
10,061,434 12,057,704
1,180,708 605,230
320,715 147,187
1,501,423 752,417
21,347 -
23,790 158,876
45,137 158,876

- 5,927,725

- 23,841,737

- 29,769,462

The property on Ranford Road was sold for a gross consideration of $25,500,000 on 2 July

2010.

The property on 12 Rodborough Road was transferred back to investment properties during

the 2011 year.
Other current assets
Prepayments

Lease incentive and straight line assets
Other current assets

98,809 65,726
75,482 -
15,874 95,161
190,165 160,887
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AP

GF

Australian Property
Growth Fund

Investment Property 30-Jun-11 30-Jun-10
$ $
Fair Value of Investment Property
26 Brandl St, Eight Mile Plains 6,500,000 -
77 Brandl St, Eight Mile Plains 6,950,000 -
61 Park Rd, Milton 4,600,000 -
850 Lorimer St, Port Melbourne 14,700,000 -
Lot 502 Russell and Coogee Roads, Munster, Perth 4,500,000 -
Lot 2 Varsity Parade, Varsity Lakes, Gold Coast 6,000,000 -
12 Rodborough Rd, Frenchs Forest, NSW 6,600,000 -
12A Rodborough Rd, Frenchs Forest, NSW 14,000,000 14,000,000
Lots 3 & 4 Technology Park, QLD 10,600,000 10,800,000
Lot 5, Gateway Office Park, Murrarie, QLD 20,000,000 23,000,000
211-231 Northumberland St, Liverpool, NSW 27,000,000 27,000,000
121,450,000 74,800,000
Reconciliation of investment property
Balance at 1 July 74,800,000 111,810,000
Transfer to assets classified as held for sale - (29,548,370)
Transfer from assets classified as held for sale 5,927,726 -
Acquired as part of stapling arrangement 43,250,000 -
Capital expenditure 634,252 -
Net gain/(loss) from fair value adjustments (3,161,978) (7,461,630)
Balance at 30 June 121,450,000 74,800,000

The Australian commercial office property market has recovered from the lows of the global
financial crisis and most property markets have good fundamentals with demand and supply
being generally in balance. Whilst the cost and availability of finance remains an issue, bank
finance is now more readily available than two or three years ago. In contrast to these
positive developments, recent global economic volatility and uncertainty is not positive for any
property market.

Fair value of investment property is the price at which property could be exchanged between
knowledgeable, willing parties in an arm’s length transaction. The fair value of investment
property has been adjusted to reflect market conditions at the end of the reporting period.
Whilst this represents the best estimates of fair value as at the reporting date, current market
uncertainty means that if investment property is sold in the future the price achieved may be
higher or lower than the fair value recorded in the financial report. The Trust relies on a
combination of internal and external valuations to determine the fair value of investment
property.

In assessing the value of investment properties, the independent valuers have considered two
bases of valuations, being:

1. discounted cashflow; and

2. capitalisation approach.
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9. Investment Property (continued)

The latest external valuation for each property is listed below:

Property

26 Brandl St, Eight Mile Plains

77 Brandl St, Eight Mile Plains
61 Park Rd, Milton

850 Lorimer St, Port
Melbourne

Lot 502 Russell and Coogee
Roads, Munster, Perth

Lot 2 Varsity Parade, Varsity
Lakes, Gold Coast

12 Rodborough Rd, Frenchs
Forest, NSW

12A Rodborough Rd, Frenchs
Forest, NSW

Lots 3 & 4 Technology Park,
QLD

Lot 5, Gateway Office Park,
Murrarie, QLD

211-231 Northumberland St,
Liverpool, NSW

10.

Independent
Valuer

Savills
Savills
CB Richard Ellis

CB Richard Ellis
CB Richard Ellis
CB Richard Ellis
Landmark White
Landmark White
Savills

Savills

Landmark White

Other non-current assets

Lease incentive and straight line assets

11.

Trade and other payables

Accruals

Distributions payable

Trade and other payables

Valuation Date

25 January 2011
25 January 2011
20 January 2011

14 January 2011
21 January 2011
4 January 2011

1 February 2011
1 February 2011
25 January 2011

25 January 2011

30 September 2010

APGF

Australian Property
Growth Fund

Capitalisation

Value Rate
$ %
6,500,000 9.00%
6,950,000 9.00%
4,600,000 8.50%
14,700,000 8.75%
4,500,000 9.25%
6,000,000 9.00%
6,600,000 9.00%
14,000,000 9.50%
10,600,000 8.75%
20,000,000 9.00%
27,000,000 9.25%
121,450,000
30-Jun-11 30-Jun-10
$ $
733,214 -
733,214 -
656,311 1,707,848
301,857 1,849,882
877,649 114
1,835,817 3,557,844
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12. Derivative financial liabilities 30-Jun-11 30-Jun-10
$ $
Derivative financial instruments 507,573 814,634
507,573 814,634
13. Interest bearing liabilities
Current

St George Bank fully drawn facility (i) 16,500,000 16,495,372
Borrowing costs (36,639) (102,773)
St George Bank facility 16,463,361 16,392,599
CBA fully drawn facility (ii) 51,716,500 34,075,000
Borrowing costs - (130,861)
Commonwealth Bank facility 51,716,500 33,944,139
Bankwest fully drawn facility (iii) - 17,520,000
Borrowing costs - (24,299)
Bankwest Bank facility - 17,495,701
Leyshon facility (iv) - 6,762,005
Leyshon facility - 6,762,005
Total Current 68,179,861 74,594,444

Non-Current
Leyshon facility (iv) 7,005,569 -
Leyshon facility 7,005,569 -
APGL facility (v) 2,433,342 2,300,000
APGL facility 2,433,342 2,300,000
APGF Property facility (vi) 1,676,252 -
APGF Property facility 1,676,252 -
APGF Management facility (vii) 4,288,619 -
APGF Management facility 4,288,619 -
Total Non-Current 15,403,782 2,300,000
Total Interest bearing liabilities 83,583,643 76,894,444
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13. Interest bearing liabilities (continued)
Details of the loans and security provided to the lenders are:

i A fully drawn facility to APS 2000 of $16,500,000 was extended on 27 July 2011 as part
of a new two year loan facility from St George Bank that was drawn down on this date.
The loan was provided by St George Bank for the purchase of commercial property
recorded as investment property under non-current assets. The provider of the facility
holds a first registered mortgage over the following property:
. 211-231 Northumberland St, Liverpool, NSW

Bank covenants were breached as at 30 June 2011. The breach was rectified under the
new two year loan facility from St George Bank.

ii. Fully drawn facilities to ADPF, APS 5, APS 7 of $51,716,000 expiring June 2011 and
extended to July 2011 has been provided by The Commonwealth Bank of Australia for the
purchase of commercial property recorded as investment property under non-current
assets and assets held for sale. The provider of the facility holds a first registered
mortgage over the following properties:

. 12 Rodborough Road, Frenchs Forest, NSW

. 12A Rodborough Road, Frenchs Forest, NSW

. Lots 3-4 Brisbane Technology Park, Eight Mile Plains, QLD
. Lot 5 Gateway Office Park, Murarrie, QLD

. 26 Brandl St, Eight Mile Plains, QLD

. 77 Brandl St, Eight Mile Plains, QLD

. 61 Park Road, Milton, QLD

. 850 Lorimer Street, Port Melbourne, VIC

. Lot 502, Russell and Coogee Road, Munster, Perth, WA

. Lot 2 Varsity Parade, Varsity Lakes, Gold Coast, QLD

Bank covenants relating to interest cover (APS 5, ADPF) and loan to value ratio (ADPF)
were breached as at 30 June 2011. The Commonwealth Bank of Australia facility was fully
repaid on 27 July 2011. A new two year loan facility from St George Bank was drawn
down on this date.

iii. The Bankwest facility to ADPF was repaid during the year following the disposal of
Southern River Shopping Centre, Lot 9003 Randford Road, Southern River, WA.

iv. A facility of $7,005,569 to ADPF expiring 31 December 2012 has been provided by
Leyshon Pty Ltd to finance the principal loan reduction required by ADPF in February 2010
to Commonwealth of Australia Bank. The provider of the facility does not hold any
property of the Trust as security.

V. A facility of $2,433,342 to ADPF expiring December 2018 has been provided by Australian
Property Growth Limited (APGL) to finance the redemption of redeemable preference units
of ADPF on 22 December 2008. The provider of the facility does not hold any property of
the Trust as security.

vi. A facility of $1,676,252 to ADPF expiring June 2013 has been provided by APGF Property
Limited (APGF Property) for additional working capital. The provider of the facility does
not hold any property of the Trust as security.

vii. A facility of $4,288,619 to ADPF, APS5 and APS7 expiring June 2013 has been provided
by APGF Management Limited (APGF Management) for additional working capital. The
provider of the facility does not hold any property of the Trust as security.

14. Other current liabilities 30-Jun-11 30-Jun-10
$ $

Tenant security deposits 176,665 29,509
176,665 29,509
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Puttable financial instruments

(a) Unitholders' balances

APGF

Movement in unitholders' balances during the financial year were as follows:

Balance at the beginning of the year

Units issued
Reconstruction of units prior to stapling (1
: 0.42627)

Stapling distribution

Issue of units for stapling
Loss for the year attributable to members
of ADPF

Distributions paid

Balance at the end of the year

Other entities stapled to the Trust (Non-
controlling interest)

Balance at the beginning of the year

Net loss for the year
Equity arising from the stapling
arrangement

Distributions paid

Balance at the end of the year

Net Tangible Assets

Net Tangible Assets per Unit
Net Tangible Assets per Stapled Security

Australian Property
Growth Fund

30-Jun-11 30-Jun-10 30-Jun-11 30-Jun-10
Units Units $ $
50,892,736 50,713,005 24,345,211 29,934,230
- 179,731 - 100,669
(29,198,565) - - -
- - (3,203,381) -
18,781,025 - 3,203,381 -
- - (3,766,505) (4,642,053)
- - (933,811) (1,047,635)
40,475,196 50,892,736 19,644,895 24,345,211
(69,583) -
19,049,326 -
(808,397) -
18,171,346 -
37,816,241 24,345,211
47.84 cents

93.43 cents

The Net Tangible Assets at a point in time does not represent the return an investor will
receive on final settlement as it does not consider future performance, lease incentives,
distributions, disposal costs or changes in achieved sales prices.

The stapling arrangement for AREIT does not involve any of the combining entities obtaining
an ownership interest in another combining entity. The net assets and profit or loss of the
consolidated acquiree are therefore identified as non-controlling interest. Even though the
interests of the equity holders of the identified acquiree (APS 5, APS 7, AREIL) are treated as
non-controlling interests the equity holders of the acquiree are also equity holders in the
acquirer (ADPF) by virtue of the stapling arrangement.

Each unit represents a right to an individual unit in the Fund per the Constitution.
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15. Puttable financial instruments (continued)
(b) Obligation to redeem

A Limited Redemption Facility (LRF), as outlined in the Explanatory Memorandum on the
Proposed Merger to form AREIT, will be offered twelve months after formation date of the
Trust equivalent to 10% of AREIT'’s prevailing net assets.

Subsequent LRF’s will be offered every two years from formation date of the Trust and will be
offered at a maximum of 10% of AREIT's prevailing net assets. The maximum amount of the
LRF offered will depend on the prevailing economic conditions and financial position of AREIT.

Prior to the stapling arrangement, the redemption facility, as outlined in the Product Disclosure
Statement (PDS) of ADPF dated 20 November 2006, is at the discretion of the Responsible
Manager. The Responsible Manager has the option of offering limited withdrawals from the
ADPF on a half yearly basis. The Responsible Manager in its discretion opted not to offer the
withdrawal in order to preserve capital during the current global financial instability in the best
interest of all unit holders.

(c) Capital Risk Management

The Trust considers its unit holders’ funds as capital. Under the terms of the Constitution, the
Responsible Manager has the discretion to reject an application to transfer units if the exercise
of such discretion is in the best interest of unitholders.

When managing the capital base, management’s objective is to ensure the Trust continues as
a going concern as well as to maintain optimal returns to security holders and benefits for
other stakeholders. Management also aims to maintain a capital structure that ensures the
lowest cost of capital available to the entity, whilst also complying with any capital
requirements of relevant regulatory authorities.

Management is constantly adjusting the capital structure to take advantage of favourable
costs of capital or returns on assets. As the market is constantly changing, management may
change the amount of dividends or distributions to be paid to security holders, return capital
to security holders, issue new stapled securities or sell assets to reduce debt.

Prior to the stapling of the securities the individual funds maintained differing distribution

rates. Following the stapling of the securities and the formation of AREIT, the AREIT paid
distributions of $1,742,208 at an annualised rate of 8.60 cents per stapled security.
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Distributions to unitholders
Other entities
stapled to the

ADPF Trust
Date Payable Date Paid Cents Cents
per per
Unit $ Unit $
2010
31-Jul-2009 15-Aug-2009 0.30 150,972

31-Aug-2009 15-Sep-2009 0.30 150,912
30-Sep-2009 15-Oct-2009 0.29 146,106
31-Oct-2009 15-Nov-2009 0.30 151,038
30-Nov-2009 15-Dec-2009 0.29 146,225
31-Dec-2009 15-Jan-2010 0.30 151,160

31-Jan-2010 15-Feb-2010 0.30 151,222

Distributions for 2010 2.08 1,047,635

2011

31-Mar-2011 15-Apr-2011 1.15 464,326 0.99 401,965
30-Jun-2011 15-Jul-2011 1.16 469,485 1.00 406,432

APGF

Australian Property
Growth Fund

AREIT

Cents
per
Unit $

2.14 866,291
2.16 875,917

Distributions for 2011
(excluding non-cash stapling
distribution) 2.31 933,811 1.99 808,397

4.30 1,742,208

A non-cash stapling distribution was made on 1 March 2011 to form AREIT. This distribution
was applied to subscribe for units in other entities that were combined to form AREIT.

Cents per Unit

(restructured
Non-cash Stapling distribution on 1 March 2011: capital)
- ADPF 7.91
- APS 5 5.89
- APS 7 5.44

$
3,203,381
2,384,710
2,200,708
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Parent entity information

AP

GF

Australian Property
Growth Fund

30-Jun-11 30-Jun-10
$ $
BALANCE SHEET
Current assets 3,919,764 4,161,241
Total assets 34,635,230 35,682,882
Current liabilities 10,284,703 10,590,079
Total liabilities 14,996,971 12,890,079
Unitholders’ funds 37,231,466 37,231,466
Undistributed loss (17,593,207) (14,438,663)
Total equity 19,638,259 22,792,803
INCOME STATEMENT
Operating profit/(loss) of the parent entity (3,773,142) (6,194,503)
Total comprehensive income of the parent entity (3,773,142) (6,194,503)

The parent entity has not entered into any guarantees in relation to the debts of its
subsidiaries, nor does it have any contractual commitments for the acquisition of property,
plant or equipment as at 30 June 2011. The parent entity does not have any contingent
liabilities as at 30 June 2011.

Financial risk management

The Trust’s principal financial instruments comprise receivables, payables, bank loans, cash
and derivatives. It holds these at the discretion of the Responsible Manager in accordance with
the Product Disclosure Statement (PDS).

The Trust's investing activities expose it to the following risks from its use of financial
instruments:

= Credit risk
= Liquidity risk
= Market risk

The nature and extent of the financial instruments employed by the Trust are discussed below.
This note presents information about the Trust's exposure to each of the above risks, the
Trust’s objectives, policies and processes for measuring and managing risk.

The board of directors for the Responsible Manager has overall responsibility for the
establishment and oversight of the Trust’s risk management framework.

The board has established an Audit and Risk Committee, which is responsible for developing
and monitoring the Trust’'s risk management policies, including those related to its investment
activities. The Responsible Manager’s risk management policies are established to identify and
analyse the risks faced by the Trust, to set appropriate risk limits and controls and to monitor
risks and adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Trust’s activities.

In addition to the policies adopted by the Audit and Risk Committee, the Responsible Manager
has in place a compliance plan which is overseen by an independent Compliance Committee
and annually audited by the Compliance Plan Auditors. This plan outlines the processes that
will ensure that both the Trust and the Responsible Manager comply with the requirements of
the Australian Securities and Investment Commission (ASIC).
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18. Financial risk management (continued)
(a) Creditrisk

Credit risk is the risk that a counter-party to a financial instrument will fail to discharge an
obligation or commitment that it has entered into with the Trust. The Trust’s management has
a credit policy in place and the exposure to credit risk is monitored on an ongoing basis.

Credit risk arises from the financial assets of the Trust, which comprise cash and cash
equivalents, trade and other receivables and derivative instruments. The Trust’s exposure to
credit risk arises from potential default of the counter-party, with a maximum exposure equal
to the carrying amount of these instruments. Exposure at reporting date is addressed in each
applicable note.

Regarding trade receivables, subject to tenants financial standing most tenants, at the
commencement of a lease, are required to provide security via means of a cash deposit or
bank guarantee. This security is maintained in the Trust’s control for the duration of the
tenancy and reverts to the Trust in the event of default. To date the Trust has not incurred
any losses due to the non-recoverability of its receivables.

The Responsible Manager limits credit risk on derivative financial instruments by only entering
into contracts with Australian banks.

The Trust does not hold any credit derivatives to offset its credit exposure.
(b) Liquidity risk

Liquidity risk is the risk that the Trust will not be able to meet its financial obligations as they
fall due. The Trust’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Trust’s reputation.

The Explanatory Memorandum on the Proposed Merger to form AREIT details that a Limited
Redemption Facility (LRF) will be offered twelve months after the formation of the Trust. The
maximum amount of the LRF will be equivalent to 10% of AREIT’s prevailing net assets. In the
event APGFM is unable to raise equity or debt to finance the LRF, AREIT has the option of
divesting of a portion of its property portfolio to satisfy unit redemptions under the LRF.

Subsequent LRF’s will be offered every two years from the formation date of the Trust and will
be offered at a maximum of 10% of AREIT’s prevailing net assets with the maximum amount
of the LRF offered will depend on the prevailing economic conditions and financial position of
AREIT. The LRF will cease if the Trust lists on the Australian Stock Exchange.

The Trust’s secured debt facilities with Commonwealth Bank of Australia, totalling $51,716,500
and St George Bank, totalling $16,500,000 (refer to Notes 13 and 25) are due for renewal in
July 2011. At the reporting date negotiations with St George Bank were well advanced to
secure financing of all AREIT’s loans. Subsequent to year end, on 27 July 2011 new two year
facilities with St George Bank totalling $70,484,000 was obtained (refer Note 25).
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Financial risk management (continued)
(b) Liquidity risk (continued)

The table below reflects all contractually fixed pay-offs and receivables for settlement,
repayments and interest resulting from recognised financial assets and liabilities, including
derivative financial assets and liabilities as of 30 June 2011. For derivative financial
instruments the market value is presented, whereas for the other obligations the respective
undiscounted cash flows for the respective upcoming fiscal years are presented. Cash flows for
financial assets and liabilities without fixed amount or timing are based on the conditions
existing at 30 June 2011.

The remaining contractual maturities of the fund's financial liabilities are:

APGF

Australian Property

FOR THE YEAR ENDED 30 JUNE 2011 Growth Fund

30-Jun-11 30-Jun-10

$ $

6 months or less 70,559,890 45,052,292
6-12 months - 33,944,139
1-5 years 12,970,440 -
Over 5 years 2,433,342 2,300,000
85,963,672 81,296,431

(c) Market risk

Market risk is the risk that changes in the market prices, such as interest rates and equity
prices will affect the Trust’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimising the return on risk.

As part of its ordinary course of business, the Trust enters into financial instruments, including
derivatives, in order to manage market risks.

Interest Rate Risk
The Trust’s exposure to market interest rates relates primarily to the Trust’s long-term debt
obligations. The level of debt is disclosed in Note 13.

The Trust’s policy is to manage its finance costs using a mix of fixed and variable rate debt.
The Trust’s policy is to maintain at least 50% of borrowings at fixed rates which are carried at
amortised cost and it is acknowledged that fair value exposure is a by-product of the Trust’s
attempt to manage its cash flow volatility arising from interest rate changes. To manage this
mix in a cost-efficient manner, the Trust enters into interest-rate swaps, in which the Trust
agrees to exchange, at specified intervals, the difference between fixed and variable rate
interest amounts calculated by reference to an agreed-upon notional principal amount. These
swaps are designed to hedge underlying debt obligations. At 30 June 2011, after taking into
account the effect of interest rate swaps, 30.77% (2010: 36.13%) of the Trust’s borrowings
are at a fixed rate of interest. Management believes that by waiting for the current market
volatility to subside before they enter into any new swap arrangements for the Trust (to
achieve 50% or greater fixed rates) they will attain the best possible outcome for the Trust.
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18. Financial risk management (continued)
(c) Market risk (continued)
The Trust constantly analyses its interest rate exposure. Within this analysis consideration is
given to potential renewals of existing positions, alternative financing, alternative hedging

positions and the mix of fixed and variable interest rates.

The following sensitivity analysis is based on the interest rate risk exposures in existence at
the reporting date:

At 30 June 2011, if interest rates had moved, as illustrated in the table below, with all other
variables held constant, profit or loss and net liabilities to unitholders would have been
affected as follows:

Judgements of reasonably possible movements:

30-Jun-11 30-Jun-10
Profit attributable to unitholders $ $
+ 1% (100 basis points) (563,596) (483,630)
- 1% (100 basis points) 563,596 483,630

The movements in profit are due to higher/lower interest costs from variable rate debt and
cash balances and the movement in fair value of derivative assets/liabilities as a consequence
of interest rate movements.
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18. Financial risk management (continued)

(c) Market risk (continued)

The following table details the Trust's exposure to interest rate risk as at 30 June 2011:

Fixed interest rate

Weighted
30 June 2011 average Variable interest Less than 1 More than 5 Non-interest
interest rate rate year 1 to 5 years years bearing Total
% $ $ $ $ $ $
Financial Assets
Cash and cash equivalents 5.23 1,501,423 - - - - 1,501,423
Loans and receivables - - - - 45,137 45,137
1,501,423 - - - 45,137 1,546,560

Financial Liabilities
Held for trading - - - - (507,573) (507,573)
Payables and accruals - - - - (1,835,817) (1,835,817)
Interest bearing liabilities 6.77 (76,578,074) - (7,005,569) - - (83,583,643)

(76,578,074) - (7,005,569) - (2,343,390) (85,927,033)
Off-balance sheet notional amounts
Interest rate swaps 4.29 18,717,000 - - - - 18,717,000
Interest rate swaps 6.73 - (7,089,500) (11,627,500) - - (18,717,000)
Net Financial Assets/(Financial
Liabilities) (56,359,651) (7,089,500) (18,633,069) - (2,298,253) (84,380,473)
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18.

Financial risk management (continued)

(c) Market risk (continued)

The following table details the Trust's exposure to interest rate risk as at 30 June 2010:

Fixed interest rate

Weighted
30 June 2010 average Variable interest Less than 1 More than 5 Non-interest
interest rate rate year 1 to 5 years years bearing Total
% $ $ $ $ $ $
Financial Assets
Cash and cash equivalents 4.89 752,417 - - - - 752,417
Loans and receivables - - - - 319,763 319,763
752,417 - - - 319,763 1,072,180

Financial Liabilities
Held for trading - - - - (814,634) (814,634)
Payables and accruals - - - - (3,587,353) (3,587,353)
Interest bearing liabilities 6.43 (76,894,444) - - - - (76,894,444)

(76,894,444) - - - (4,401,987) (81,296,431)
Off-balance sheet notional amounts
Interest rate swaps 7.48 18,717,000 - - - - 18,717,000
Interest rate swaps 7.01 - - (18,717,000) - - (18,717,000)
Net Financial Assets/(Financial
Liabilities) (57,425,027) - (18,717,000) - (4,082,224) (80,224,251)
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18. Financial risk management (continued)

(d) Fair value estimation

The carrying amounts of the Trust’s assets and liabilities at the end of each reporting period
approximate their fair values.

Financial assets and liabilities held at fair value through profit or loss are measured initially at
fair value excluding any transaction costs that are directly attributable to the acquisition or
issue of the financial asset or financial liability. Transaction costs on financial assets and
financial liabilities at fair value through profit or loss are expensed immediately. Subsequent to
initial recognition, all instruments held at fair value through profit or loss are measured at fair
value with changes in their fair value recognised in profit or loss.

(i) Fair value in an active market

The fair value of financial assets and liabilities traded in active markets is based on their
quoted market prices at the end of the reporting period without any deduction for estimated
future selling costs.

The Trust values its investments in accordance with the accounting policies set out in note 3.
For the majority of its investments, the Trust relies on information provided by independent
pricing services for the valuation of investments.

The quoted market price used for financial assets held by the Trust is the current bid price;
the appropriate quoted market price for financial liabilities is the current asking price. When
the Trust holds derivatives with offsetting market risks, it uses mid-market prices as a basis
for establishing fair values for the offsetting risk positions and applies this bid or asking price
to the net open position, as appropriate.

A financial instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from exchange, dealer, broker, industry group, pricing service, or
regulatory agency, and those prices represent actual and regularly occurring market
transactions on an arm’s length basis.

(ii) Fair value in an inactive market or unquoted market

The fair value of financial assets and liabilities that are not traded in an active market is
determined using valuation techniques. These include the use of recent arm’s length market
transactions, reference to the current fair value of a substantially similar other instrument,
discounted cash flow techniques, option pricing models or any other valuation technique that
provides a reliable estimate of prices obtained in actual market transactions.

Where discounted cash flow techniques are used, estimated future cash flows are based on
management’s best estimates and the discount rate used is a market rate at the end of the
reporting period applicable for an instrument with similar terms and conditions.

For other pricing models, inputs are based on market data at the end of the reporting period.
Fair values for unquoted equity investments are estimated, if possible, using applicable
price/earnings ratios for similar listed companies adjusted to reflect the specific circumstances
of the issuer.
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18. Financial risk management (continued)
(d) Fair value estimation (continued)

The fair value of derivatives that are not exchange traded is estimated at the amount the
Trust would receive or pay to terminate the contract at the end of the reporting period taking
into account current market conditions (volatility and appropriate yield curve) and the current
creditworthiness of the future counterparties. The fair value of forward contract is determined
as a net present value of estimated future cash flows, discounted at appropriate market rates
as at the valuation date. The fair value of an option contract is determined by applying the
Black schools option valuation model.

Investments in other unlisted unit trust are recorded at redemption value per unit as reported
by the investment managers of such Trusts.

Some of the inputs to these models may not be market observable and are therefore
estimated based on assumptions.

The output of a model is always an estimate or approximation of a value that cannot be
determined with certainty, and valuation techniques employed may not fully reflect all factors
relevant to the positions the Trust holds. Valuations are therefore adjusted, where
appropriate, to allow for additional factors including liquidity risk and counterparty risk.

The carrying value less impairment provision of other receivables and payables are assumed
to approximate their fair values. The fair value of financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash flows at the current market interest rate
that is available to the Trust for similar financial instruments.

(e) Fair value hierarchy

The Trust classifies fair value measurements using a fair value hierarchy that reflects the
subjectivity of the inputs used in making the measurements. The fair value hierarchy has the
following levels:

¢ Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

¢ Inputs other than quoted prices included within level 1 that are observable for the
asset of liability, either directly (that is, as prices) or indirectly (that is, derived from
prices) (level 2).

¢ Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (level 3).

The level in the fair value hierarchy within which the fair value measurement is categorised in
its entirety is determined on the basis of the lowest level input that is significant to the fair
value measurement in its entirety. For this purpose, the significance of an input is assessed
against the fair value measurement in its entirety. If a fair value measurement uses
observable inputs that require significant adjustment based on unobservable inputs, that
measurement is a level 3 measurement. Assessing the significance of a particular input to the
fair value measurement in its entirety requires judgement, considering factors specific to the
asset or liability.

The determination of what constitutes ‘observable’ requires significant judgement by the
Responsible Manager. The Responsible Manager considers observable data to be that market
data that is readily available, regularly distributed or updated, reliable and verifiable, not
proprietary, and provided by independent sources that are actively involved in the relevant
market.
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Financial risk management (continued)

(e) Fair value hierarchy (continued)

APGF

Australian Property
Growth Fund

The table below sets out the Trust’s financial assets and liabilities (by class) measured at fair

value according to the fair value hierarchy at 30 June 2011.

Level 1 Level 2 Level 3 Total
At 30 June 2011 $ $ $ $
Financial Liabilities
Financial liabilities held for trading:
Derivatives - 507,573 - 507,573
Total - 507,573 - 507,573
Level 1 Level 2 Level 3 Total
At 30 June 2010 $ $ $ $
Financial Liabilities
Financial liabilities held for trading:
Derivatives - 814,634 - 814,634
Total - 814,634 - 814,634

There were no transfers of financial assets and liabilities between levels for the year ended 30

June 2011 or 30 June 2010.

The following table presents the movement in level 2 instruments by class of financial

instrument.

30-Jun-11 30-Jun-10

$ $

Opening balance 814,634 1,635,023
Gains recognised in profit or loss (307,061) (820,389)
Closing balance 507,573 814,634
Total gains for the year included in the statement of
comprehensive income for the financial assets and
liabilities held at the end of the year (307,061) (820,389)
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Financial instruments
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30-Jun-11 30-Jun-10
$ $

The Following table details the categories of financial assets and liabilities
held by the Trust at the reporting date:
Financial Assets
Cash and cash equivalents 1,501,423 752,417
Trade and other receivables 45,137 319,763
Total Financial Assets 1,546,560 1,072,180
Financial Liabilities
At fair value through profit or loss (FVTPL)
Held for trading:
Derivative financial instruments 507,573 814,634
Total held for trading 507,573 814,634
Total Financial Liabilities at FVTPL 507,573 814,634
Liabilities
Payables and accruals 1,835,817 3,587,353
Interest bearing liabilities 83,583,643 76,894,444
Total liabilities 85,419,460 80,481,797
Total Financial Liabilities 85,927,033 81,296,431

Leases

The Trust derives income from the leasing of investment property. As the Trust retains
substantially all the risks and rewards from the ownership of the properties the leases are
defined as operating leases in accordance with the accounting policies adopted by the Trust.
Where possible, the income from operating leases is recognised on a straight line basis over
the life of the lease. Lease incentives, either in the form of rent-free periods or cash
contributions, are also recognised on a straight line basis over the life of the lease as a
reduction in rental income. The remaining minimum lease payments receivable under the

existing lease contracts are as follows:

12 months or less 11,195,520 4,249,378
1-5 years 17,621,370 9,267,320
Over 5 years 2,179,732 414,184
Total minimum lease payments 30,996,622 13,930,882
WALE (years) 2.57 2.23
Remuneration of auditors

Audit and other assurance services

Audit and review of financial statements 55,533 49,813
Audit of compliance plan 7,600 3,750
Total audit and other assurance services 63,133 53,563
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Notes to the statement of cash flows

APGF

30-Jun-11 30-Jun-10
$ $
(a) Reconciliation of cash and cash equivalents
For the purposes of the statement of cash flows, cash
and cash equivalents includes cash in banks.
Cash and cash equivalents at the end of the year as
shown in the statement of cash flows is reconciled to
the related items in the statement of financial position
as follows:
Cash and cash equivalents 1.501.423 752 417
(b) Reconciliation of loss for the year to net
cash flows provided by operating activities
Net loss for the year (3,836,088) (4,642,095)
Unrealised change in fair value of investment property 3,161,978 7,461,630
Loss on sale of investment property 324,413 -
Unrealised change in fair value of financial instruments (307,061) (820,389)
Non-cash interest expense
Changes in net assets and liabilities (net of effects of acquisition of stapled
entities):
(Increase)/decrease in assets:
Current receivables 179,237 172,179
Other current assets 158,353 247,696
Other non-current assets (558,017) -
Increase/(decrease) in liabilities:
Current payables and accruals 2,775,765 652,171
Borrowing costs 243,970 4,943
Other current liabilities 147,156 (118,993)
Net cash from operating activities 2,289,706 2,957,142
(c) Non-cash financing activities
Payables converted into interest bearing liabilities:
- APGF Property facility 1.676.252 _
- APGF Management facility 4288 619 _
5,964,871 -
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As detailed in note 1, AREIT securities were stapled on 1 March 2011. As part of the stapling
arrangement, the units of ADPF, APS 5 and APS 7 (“Stapled Syndicates”) were consolidated
into 0.4263, 1.6896 and 0.7790 restructured units respectively on the basis of their net asset
backing per unit. A non-cash stapling distribution of $0.0791, $0.0589 and $0.0544 was made
to each unitholder of ADPF, APS 5 and APS 7 for each restructured unit held. The three
Stapled Syndicates, on behalf of each unitholders applied the non-cash stapling distribution to
subscribe and receive one unit in the each of the other Stapled Syndicates for $1 each and

one share in AREIL for $0 each.

ADPF was identified as the acquirer in the stapling arrangement for accounting purposes. This
was based principally on the relative size of ADPF compared to the other entities that form

AREIT.
Net
Investment
Income Net Profit
$ $
Contribution for the period 1 March 2011 to 30 June 2011
APS 5 383,123 (150,785)
APS 7 866,598 81,643
AREIL 119 (441)
Total 1,249,840 (69,583)
If the acquisition had occurred on 1 July 2010 the
performance for the year ended 30 June 2011
would have been
AREIT 7,483,969 (2,721,549)

Inflow/outflow of cash on acquisition, net of cash
acquired:

Payment by ADPF for units in APS 5, APS 7 and shares in AREIL
Payment by APS 5, APS 7 and AREIL for units in ADPF

Cash balances acquired

Net cash inflow on acquisition of APS 5, APS 7 and AREIL

(3,203,381)
3,203,381
580,631

580,631
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23. Business combinations (continued)

The fair value and book value of the identified assets and liabilities of the entities combining to
form AREIT as at the date of the stapling are:

Recognised on creation of stapled

As at 1 March 2011 entity

ADPF APS 5 APS 7 AREIL AREIT

$ $ $ $ $

Current Assets
Cash and cash equivalents 877,054 92,002 488,629 - 1,457,685
Trade and other receivables 80,816 58,826 6,672 - 146,314
Other current assets 332,580 122,816 64,815 - 520,211
Total Current Assets 1,290,450 273,644 560,116 - 2,124,210
Non-Current Assets
Investment property 78,200,000 18,050,000 25,200,000 - 121,450,000
Other non-current assets 495,747 175,197 - - 670,944
Total Non-Current Assets 78,695,747 18,225,197 25,200,000 - 122,120,944
Total Assets 79,986,197 18,498,841 25,760,116 - 124,245,154
Current Liabilities
Trade and other payables 4,954,327 398,526 192,280 - 5,545,133
Derivative financial liabilities 526,803 - - - 526,803
Interest bearing liabilities 50,194,162 8,124,387 16,494,437 - 74,812,986
Other current liabilities 176,644 - - - 176,644
Total Current Liabilities 55,851,936 8,522,913 16,686,717 - 81,061,566
Non-Current liabilities
Interest bearing liabilities 2,435,971 - - - 2,435,971
Total Non-Current Liabilities 2,435,971 - - - 2,435,971
Total Liabilities 58,287,907 8,522,913 16,686,717 - 83,497,537
Net Assets 21,698,290 9,975,928 9,073,399 - 40,747,617
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Business combinations (continued)

The results of the combined AREIT entity post 1 March 2011 stapling are as follows:

AREIT
Post Merger
1-Mar-11 to
30-Jun-11
$

Investment Income
Rental income 4,523,863
Outgoings paid (911,258)
Net rental income 3,612,605
Interest income 22,083
Miscellaneous income 91
Unrealised change in fair value of investment property (242,983)
Unrealised change in fair value of financial instruments 19,230
Net Investment Income 3,411,026

Expenses

Auditors’ remuneration 29,433
Bank fees 2,761
Finance costs 2,241,032
Custodian fees 27,039
Registry fees 64,531
Professional fees 45,410
Valuation fees 45,850
Responsible Manager fees 329,501
Merger costs 1,759,084
Other 55,553
Total Expenses 4,600,194

Net Profit/(Loss) for the year

(1,189,168)
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24. Related party disclosures
(a) Responsible Manager

The Responsible Manager of the Trust is APGF Management Limited (APGM), which is a wholly
owned entity of the Australian Property Growth Fund (APGF).

The Responsible Entity of ADPF, APS 5 and APS 7 is APGF Management Limited (APGM).
(b) Key management personnel

(i) Directors
Key management personnel include persons who were directors of APGF Management Ltd at
any time during the year and up to the date of this report and are as follows:

Neil Edwin Summerson
Geoffrey Michael McMahon
Adriano Julius Cragnolini

Since the end of the previous year, no director of the Responsible Manager has received or
became entitled to receive any benefit because of a contract made by the Trust with a director
or with a firm of which a director is a member, or with an entity in which the director has a
substantial interest, except at terms set out in the Trust Constitution.

(ii) Other key management personnel

Other key management personnel include persons who were responsible for planning,
directing and controlling the activities of the Trust, directly or indirectly during the year as
follows:

Michael O'Reilly — Director of Property
Luis Garcia - Senior Funds Manager
Ian Fortescue - Senior Asset Manager
Andrew Page - Senior Asset Manager
Marc Lucas - Asset Manager

(iii) Key management personnel compensation

Key management personnel are employed and paid by APGF Administration Pty Limited, a
wholly owned service entity of APGF. Payments made from the Trust to the Responsible
Manager do not include any amounts attributable to the compensation of key management
personnel.

(iv) Key management personnel loan disclosures
The Trust has not made, guaranteed or secured, directly or indirectly, any loans to the key
management personnel or their personally related entities at any time during the year.

(v) Key management personnel unit holdings
The following key management personnel of the Trust hold unitholdings in the Trust:

Unit No. Of No. Of Interest | Change in Number Number |Distributions
holder units Units held units due of units of units paid/
held held to stapling | acquired | disposed payable

(opening) | (closing) restructure by the Trust

2011

Mr L Garcia 21,664 9,679 0.02% (11,985) - - 417

2010

Mr L Garcia 21,664 21,664 0.04% - - - 458
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24. Related party disclosures (continued)
(c) Responsible Manager’s remuneration

APGF Management Limited, as Responsible Manager, received management fees from the
Trust of $865,159 (2010: $1,115,953) during the year. The fees were for services on normal
commercial terms and conditions.

Management fees are charged in accordance with the constitutions at the following rates:

¢ 1% of the value of real property held by ADPF.
¢ 5% of gross rents received by the APS 5.
¢ 0.5% of the value of real property held by APS 7.

The manager has deferred some fees in order to attain forecast distribution rates per the
Product Disclosure Statement. The manager will seek to recover deferred fees in future
periods when the performance of the Trust allows.

The Responsible Manager charged AREIT a fee for the execution of the stapling arrangement
of $1,239,888. The Responsible Manager on-charged to ARIET $519,196 representing a
portion of the costs associated with the merger. These costs are shown as merger costs in the
statement of comprehensive income totalling $1,759,084. These charges were in accordance
with the Explanatory Memorandum explaining the merger proposal.

The following balances are outstanding at the end of the reporting period in relation to
transactions with related parties:

30-Jun-11 30-Jun-10
$ $

Current payables
APGF Management Limited 522,233 848,567
APGF Property Limited - 1,676,252
Current interest bearing liabilities
Leyshon Pty Ltd - 6,762,005
Non-current interest bearing liabilities
Leyshon Pty Ltd 7,005,569 -
Australian Property Growth Limited 2,433,342 2,300,000
APGF Property Limited 1,676,252 -
APGF Management Limited 4,288,619 -

Leyshon Pty Ltd, Australian Property Growth Limited and APGF Property Limited are entities
related to APGF Management Limited.

On 30 June 2011, the repayment terms on $4,288,619 of current payables to APGF
Management Limited and $1,676,252 of current payables to APGF Property Limited were
extended to be repaid by 30 June 2013. The loans are unsecured with interest charged at 2%
above BBSY. Immediate repayment is required where APGF Management Limited ceases to be
the Responsible Manager of the Trust. The loans are provided on normal commercial terms
and conditions.

The loan provided by Australian Property Growth Limited are unsecured with interest charged

at 5% above BBSY. The loans provided by Leyshon Pty Ltd are unsecured with interest
charged at 12%. These loans are provided on normal commercial terms and conditions.
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25. Subsequent events
On 27 July 2011 AREIT refinanced the borrowings held with Commonwealth Bank of Australia
and St George Bank that were due to expire in July 2011 with two new facilities totalling
$70,484,000 with St George Bank with a two year term.
There has not been any matter or circumstance, other than that referred to in the financial
statements or notes thereto, that has arisen since the end of the year, that has significantly

affected, or may significantly affect, the operations of the Trust, the results of the Trust, or the
state of affairs of the Trust in future financial years.

26. Contingent assets and liabilities and commitments.

There are no outstanding contingent assets, liabilities or commitments as at 30 June 2011.
27. Additional information

Contact information:

APGF Management Limited (ACN 090 257 480), an unlisted public company incorporated and
operating in Australia, is the Responsible Manager of the Trust.

Registered Office & Investor Relations Office:

Level 15, 12 Creek Street
Brisbane QLD 4000

Phone: (07) 3004 1222
Fax: (07) 3003 0122

Freecall: 1300 668 698
Web: www.apgf.com.au
Email: info@apgf.com.au
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