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To: BSX Announcements
Facsimile No. (02) 4929 1556
(27 pages)

Document Date: Wednesday 15th March, 2006
Classification: Interim Financial Report Half Year ended 31 December 2005

BLUE TOWER TRUST (ARSN 109 093 852)
BSX CODE: BTT

Leyshon Corporation Limited as Responsible Entity and Trustee for Blue Tower Trust hereby submits the
Interim Financial Report and Directors’ Report for Blue Tower Trust for the half-year ended
31 December 2003.

On 31 January 2006 a draft set of December 2005 management accounts were released to BSX in the Blue
Tower Trust’s December 2005 Quarterly Investors’ Report. Thesc draft management accounts were subject to
the completion of changes from the introduction of International Financial Reporiing Standards (“IFRS”) that
became effective for the Trust from 1 July 2005 and subsequent review by the Trust’s auditors.

Attached are schedules that detail the changes that occurred to Retained Eamings and Profit after Tax from the
draft management accounts relcased on 31 January 2006 to the attached final Interim Finaneial Report. All of
these changes relate to the introduction of IFRS.

(bt

Christina Little
COMPANY SECRETARY

LEYSHON

ABN 50 030 257 480

Leyshon Corporation Limited
GPC Box 3119 Brisbane QLD 4001
T: 07 3004 122277 F: 07°3003 0122
Avgiralian Nnancial Services Licence No: 229287
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Balance Sheet

Blue Tower Trust
As At 31 December 2005

Reconciliation of Retained Earnings

Retained Earnings (Draft Management Accounts)
Add;

Transfer from Asset Revaluation Reserve as per [FRS
Adjustment to Asset Revaluation Reserve as per IFRS
Adjustment for "fixed increase" leases as per IFRS
Amortisation of Formation Costs as per IFRS
Amortisation of Fitout Lease Incentives as per IFRS

Retained Earnings (Final Interim Financial Report)

2157,113

28,759,628
15,480,000
686,216

(201,6598)
(44,198)

47,837,661

#
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Profit & Loss Statement

Blue Tower Trust
For the Period Ending 31 December 2005

Reconciliation of Net Profit after Tax

5

Net Profit after Tax (Draft Management Accounts) 705,161
Add:

Adjustment for "fixed increase” leases as per [FRS 711,502
Fair Value movement in Investment Property as per IFRS 8,718,258
Amortisation of Formation Expenses offset against Retained Eamings as per IFRS 201,698
Amortisation of Fitout Lease Incentives offset against Retained Earmings us per IFRS 44,198
Retained Earnings (Final Interim Financial Report) 10,380,817

———
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Interim Financial Report

BLUE TOWER TRUST
ARSN 109 093 852

Half Year Ended
31 December 2005

#4727
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Blue Tower Trust
Interim Financial Report
Hulfsyear ended 31 December 2005

Directors’ Report

The Directors of Leyshon Corporation Limited (LCL) as Trustee and Responsible Entity of Bluc
Tower Trust (Trust), present their report together with the financial statements for the Trust for
the half-year ended 31 December 2005 and the anditor’s report thereon,

DIRECTORS

During the period to 31 December 2005 and up to the date of this report the following persons
were directors of LCL as Trustee and Responsible Entity for the Trust.

G McMahon Date of Appointment 01/11/1999
M O’Reilly Date of Appointment 14/05/2003
W Collins Date of Appointment 14/05/2003
N Summerson Date of Appointment 11/06/2004
Company Secretary

C Little

REVIEW AND RESULTS OF OPERATIONS AND CHANGES TO STATE OF AFFAIRS

On 28 November 2003 the Trust purchased a 37 level commercial office building known as
Comalco Place (Blue Tower) at 12 Creck Strect Brisbane. This “trophy™ office building is
located in the heart of Brisbane’s “golden triangie”.

The investment strategy was to refurbish and re-lease the building as cwrrent leases expire and to
ultimately sell the building when deemed appropriate.

As aresult of the quality of the buildings services, the only major upgrade to the building
required to date has been the replacement of the air-conditioning cooling towers.

The re-leasing of the building has been extremely successful with the occupancy in the building
having increased from approximately §5% when the building was acquired in November 2003 to
approximately 99.3% at 31 December 2005.

First Financial Report under the Australian equivalents to International Financial
Reporting Standards (ATFRSs)

This interim financial report is the first interim financial report to be prepared in accordance with
ATFRSs. AASB 1 First-time Adoption of Australian Equivalents to International Financial
Reporting Standards has been applied in preparing thesc financial statements. When preparing
the Trust’s interim financial report for the half-year ended 31 December 2005, management has
amended certain accounting and valuation methods applied in the previous AGAAP finaneial
statements to comply with ATFRS. The comparative figures were restated to reflect these
adjustments. Reconciliations and descriptions of the effect of transition from previous AGAAP
to ATFRS on the Trust’s equity and net profit are set out in Note 1(e) and 1(f).

b
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Blue Tower Trust
Tnterim Financiol Report
Half-vear ended 31 December 2005

Directors® Report (continued)
FINANCIAL RESULTS

The Net Profit attributable to the unitholders for the period 1 July 2005 to 31 December 2005 15
$10,380,817 (2004 Profit: $486,697). The earnings per umnit for the period based on a weighted
average number of umits of 30,000,000 (2004: 30,000,000) is 34.6 cents per unit (2004: 1.6 cents
per umit).

AUDITOR’S INDEPENDENCE DECLARATION

The Directors have obtained an independence declaration from our anditors, Ernst and Young, as
attached at Page 22.

This statement is made in accordance with a resolution of the Directors of LCL as Trustee and
Responsible Entity for the Trust.

On behalf of the Board

Leyshon Corporation Limited as Trustce and Responsible Entity for
Blue Tower Trust

ABN 50 090 257 480

G McMahon
Director

Brisbane, 16 March 2006



16- 8-06; 3:20FM;

Condensed Income Statement
HALF-YEAR ENDED 31 DECEMBER 2005

Note
Revenue and Other Income
Revenue from operating activities 3
Interest revenue 3

Fair value movements in investment properties
Total Revenue and Other Income

Air conditioning expenses
Amortisation expenses 3
Asset Management fees
Borrowing expenses
Guarantee Fees

Insurance

Interest Paid

Leasing Expenses

Lift Expenses

Property Management fees
Rates

Recoverable Outgoings
Repairs and Mamntenance
Security

Other expenses

Operating Expenses

Profit from operating activities
Income tax expense

Earnings attributable to unitholders
Basic earnings per unit (cents)

Diluted earnings per umit (cents)

Capital Distributions per unit (cents)

Refer to note 1(c)(ix) and note 10 for earnings per security.

Blue Tower Trust

Interim Financial Repott

Half-vear ended 31 December 2005

6 months to & months to
31 December 31 December
2005 2004
§ $
7,928,977 6,296,626

7,527 50,868
7,936,504 6,347,494
8,718,259 0
16,654,763 6,347,494
(237,455) (175,204)
(224,684) (177,844)
(377.833) (300,000)

(46,126) (46,126)
(41,767) (50,000)
(105,628) (77,498)
(3,583,404) (3.435,828)
(71,844) (123,083)
(147,586) (145,405)
(109,221) (68,186)
(312,695) (310,654)
(466,452) (390,755)
(128,052) (171,719)
(74,745) (55,820)
(346,454) (332,673)
(6,273,946) (5,860,797)
10,380,817 486,697
0 0
10,380,817 486,697
N/A 1.6

N/A 1.6

6.0 6.0

The above Condensed Income Statement should be read in conjunction with the accompanying

notes.

#
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Blue Tower Trust
Intarim Financial Report
Hulf~year ended 31 December 2005

Condensed Balance Sheet
AS AT 31 DECEMBER 2005

31 December 30 June
2005 2005
Note by g

CURRENT ASSETS

Cash assets 870,972 927,918
‘Receivables 2,237,180 1,409,520
Other 567,107 273,605
Total current assets 3,675,269 2,611,043
NON-CURRENT ASSETS

Property investments held directly 6 175,564,470 166,413,000
Lease Incentive Fitout 847,133 242 801
Other 741,773 1,958,969
Total non-current assets 177,203,376 168,614,770
TOTAL ASSETS 180,878,645 171,225,814
CURRENT LYABILITIES

Payables 1,884,936 2,070,249
Interest bearing loans and borrowings 376,400 600,000
Total current liabilities 2,261,336 2,670,249
NON-CURRENT LIABILITIES

Prepaid Income 1,172 0
Interest bearing loans and borrowings 94,287,152 93,700,000
Cash Flow hedge (Swap Loan) 1,085,350 0
Total non-current liabilitics (excluding

unitholder interests, refer to note 1 (¢)(viii)) 95,373,674 93,700,000
NET ASSETS ATTRIBUTABLE TO

MEMBERS 83,243,635 74,885,565
REPRESENTED BY

Units on issue 1(c)(vii), 26,110,507 27,017,904

5

Cash Flow hedge reserve (1,085,350) 0
Undistributed earnings 58,218,478 47,837,661
TOTAL MEMBERS’ INTERESTS 83,243,635 74,855,565

The above Condensed Balance Sheet should be read in conjunction with the accompanying notes.
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Blue Tower Trust
Interim Financial Report
Inlfyear ended 31 December 2005

Condensed Cash Flow Statement
HALF-YEAR ENDED 31 DECEMBER 2005

6 months to 6 months to
31 December 31 December
2005 2004
$ $

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers 6,988,176 5,536,479
Payments to suppliers (2,836,596) (2,241,474)
Intercst received 7.527 50,868
Interest and finance costs paid (3,703,814) (3.,454,444)
Net cash flows from / (used in) operating activities 435,293 (108,571)
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for investment properties (1,081,740) (1,526,399)
Net cash flows used in investing activities (1,081,740) (1,526,399)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings 1,700,499 0
Repayment of borrowings (223,600) 0
Payment of transaction costs of unit issue 0 {61,328)
Distributions to unitholders (907,397) (907,397)
Net cash flows from / (used in) financing activities 569,502 (968,725)
Net decrease in cash held (56,946) (2,603,695)
Cash at the beginning of the reporting period 927,918 3,603,171
Cash at the end of the reporting period 870,972 999,476

The above Condensed Cash Flow Statement should be read in conjunction with the

accompanying notes.
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Condensed Statement of Changes in Equity/Unitholders’ Funds

HALF-YEAR ENDED 31 DECEMEBER 2005

At 1 July 2004
Net gains on available-for-sale financial
assets

Net gains/(losses) on cash flow hedges

Total income and expense for the period
recognised directly in equity

Earnings for the period attributable to
unitholders
Total income / (expense) for the period

attributable to unitholders

Transaction costs
Capital distributions to unitholders

At 31 December 2004

Due to the application of AASB 132/AASB 139 unitholders’ funds have been reclassified as
liabilities. Presented below is a Statement of Changes in Unitholders® Funds.

At 1 July 2005
Net gains on available-for-salc financial
assets

Net gains/{losses) on cash flow hedges

Total income and expense for the period
recognised directly in equity

Earnings for the period attributable to

unitholders

Total income / expense for the period
attributable to unitholders

Capital distributions to unitholders

At 31 December 2005

; #0107 27

Blue Tower Trust

Inierim Financial Repot!

Ilalfsyear ended 31 December 2003

Units Issued  Undistributed Other Total Equity
b Income reserves o
5 3

28,879,232 389,196 0 29,268,428
0 0 0 0
0 0 0 0
0 0 0 0
0 486,697 0 486,697
0 486,697 0 486,697
(61,328) 0 0 (61,328)
{907,397) 0 0 (907,397)
27,910,507 875,893 0 28,786,401
27,017,904 47,837,661 0 74,855,565
0 0 0 0
0 0 (1,085350)  (1,085,350)
0 0 (1,085,350) (1,085,350)
0 10,380,817 0 10,380,817
0 10,380,817 (1.085,350) 9,295,467
(807,397) 0 0 (907,397)
26,110,507 58,218,478  (1,085,350) 83,243,635

The above Statement of Changes in Equity/Unitholders” Funds should be read in conjunction

with the accompanying notes,
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Blue tawer Trust
Inlcrim Figenclal Report
Half-year ended 31 December 2005

Notes to the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

The half-year financial report is a general purpose financial report, which has been prepared in
accordance with the Trust’s Constitution and the requirements of the Corporations Act 2001,
applicable Accounting Standards including AASB 134 “Interim Financial Reporting” and other
mandatory professional reporting requirements.

The half-year finineial report does not include all notes of the type normally included within the
annual financial report and therefore cannot be expected to provide as full an understanding of
the financial performance, financial position and financing and investing activities of the Trust as
the full financial report.

The half-year financial report should be read in conjunction with the annual Financial Report of
the Trust as at 30 June 2005, which was prepared based on Australian Accounting Standards
applicable before 1 January 2005 (‘AGAAP’).

It is also recommended that the half-year financial report be considered together with any public
announcements made by the Trust during the half-year cnded 31 December 2005 in accordance
with the continuous disclosure obligations arising under the Corporations Act 2001.

(a) Basis of accounting

The half-year financial report has been prepared on a historical cost basis, except for investment
properties and derivative financial instruments that have been measured at fair value.

For the purpose of preparing the half-year financial report, the half-year has been treated as a
discrete reporting period.

(b) Statement of compliance

The half-year financial report complies with Australian Accounting Standards, which include
Australian equivalents to International Financial Reporting Standards ('ATFRS"). Compliance
with AYFRS ensures that the half-year financial report, comprising the financial statements and
notes thereto, complies with International Financial Reporting Standards ('TFRS').

This is the first half-year financial report prepared based on AIFRS and comparatives for the
half-vear ended 31 December 2004 and full-year ended 30 June 2005 have been restated
accordingly. A summary of the significant accounting policies of the Trust under ATFRS are
disclosed in Note 1(c) below.
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Blue Tower Trust
Interim Financiol Report
Half-vear ended 31 December 2003

Notes to the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
(b) Statement of compliance (continued)

Reconciliations of:

- ATFRS equity as at 31 December 2004, 30 June 2005 and 1 July 2005; and

- AIFRS profit for the half~vear ended 31 December 2004 and full vear ended 30 June 2005,
to the balances reported in the 31 December 2004 half-year report and 30 June 2005 full-year
financial report prepared under AGAAP are detailed in Note 1(g) and 1(f) below.

(¢) Summary of significant accounting policies
(i) 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.

Where the Trust expects some or all of a provision to be retmbursed, for example under an
insurance contract, the reimbursement is recognised as a separate asset but only when the
reimbursement 18 virtually certain. The expense relating to any provision is presented in the
income statement net of any reimbursement.

Distributions

A provision for distributions is recognised in the Balance Sheet if the disiribution has been
declared, determined or publicly recommended prior to balance date. Distributions arc of a
capital nature as noted in the Product Disclosure Statement provided to unitholders. As at the
reporting date a capital distribution has been declared and was paid on 20 January 2006.

(ii) Investment properties

Property (including land and buildings) held for long-term rental yields is classified as an
mvestment property.

Initially, Investment properties are measured at cost including transaction costs.

Subsequent to initial recognition, investment properties are carried at fair value. Fair value is
based on active market prices, adjusted for any difference in the nature, Jocation or condition
of the specific assct or where this is not available, an appropriate valuation method which
may include discounted cashflow projections and the capitalisation method. The fair value
reflects, among other things, rental income from current leases and assumptions about rental
income from future leases in light of current market conditions. It also reflects any cash
outflows (excluding those relating to future capital expenditure) that could be expected in
respect of the property.

#

12, 27
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Blue Tower Trust
Interim Financial Report
Half-year ended 31 December 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
(¢) Summary of significant accounting policies (continned)
(ii) Investment properties (continued)
Subsequent expenditure is charged to the asset’s carrying amount only when it is probable
that future economic benefits associated with the item will flow to the Trust and the cost of

the item can be measured reliably.

Land and buildings (including integral plant and equipment) that comprise the investment
propertly are ot depreciated.

(Gains or losses arising from changes in the fair values of investment properties are included
in the income statement in the period in which they arise.

Investment properties are derecognised when they have either been disposed of or when the
investment property is permanently withdrawn from use and no future benefit is expected

from its disposal.

Any gains or losses on the derecognition of an investment property are recognised in the
income statement in the period of derecognition.

(iii) Cash and cash equivalents

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and at
call deposits.

For purposes of the Statement of Cash Flows, cash and cash equivalents consist of cash and
cash equivalents as defined above, net of outstanding bank overdrafts.

(iv) Trade and other receivables

Tradc receivables which generally have 30 day terms, are recognised and carried at original
invoice amount less an allowance for any unceollectible amounts.

An allowance for doubtful debts is made when there is objective evidence that the entity will
not be able to collect the debts, Bad debts are written off when 1dentified.

(v) Trade payables
Liabilities for creditors are carried at cost, which is the fair value of the consideration to be

paid in the fitture for goods and services received, whether or not billed to the Trust. The
amounts are unsecured and are usually paid within 30 days of recognition.

10

#
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Blue Tower Trust
Interim Financial Report
Halfyear ended 31 December 2005

Notes to the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMRER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)

() Summary of significant accounting policies (continuned)
(vi) Interest bearing loans and borrowings
All loans and borrowings are initially recognised at cost, being the fair value of the
consideration received net of issue costs associated with the borrowing. Interest is recognised
as an expense in the period in which it accrues using the effective interest method and if not
paid at balance date, it is reflected in the balance sheet as a payable.
(Gains and losses are recognised in the income statement when the liabilities are derecognised.
(vii) Revenue recognition
Revenue is recognised to the extent that it 1s 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 revenue is recognised:
Interest
Interest revenue is recognised in the Income Statement as it accrues using the effective
mterest method and if not received at balance date, is reflected in the Balance Sheet as a
receivable.
Rental income and recoverable outgoings
Revenues from rents and recoverable outgoings are recognised to the extent that it is probable
that the economic benefits will flow to the entity and the revenue can be reliably measured.
Revenue brought to account but not received at balance date is recognised as a receivable.
Revenue received in advance is classified as Prepaid Income and recognised as revenue over
the period to which the revenue received relates.
Rental mcome ansing on investment properties is accounted for on a straight-line basis for
“fixed increase leases™ over the lease term. Contingent rental income is recognised as income

in the periods in which it is earned.

All revenue is stated net of the amount of goods and services tax.

11

#
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Blue Tower Trust
Interim Financial Report

Half~year ended 31 December 2003

- Notes 1o the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
(¢) Summary of significant accounting policies (continued)
(viii) Issued units

Each issued unit confers upon the unitholder an equal interest in the Trust, and is of equal
value. A unit does not confer any interest in any particular asset or investment of the Trust.
The rights, obligations and restrictions attached to each nnitholder are identical in all respects.

For the period up to 30 June 2005, issued units are classified as equity. From 1 July 2005, as
required by AASB 132 Financial Instruments: Disclosure and Presentation, 1ssued units,
where there is an obligation under the Trust Deed to repay the unit capital at the end of the
Trust’s life, 15 recognised as a liability.

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

(ix) Earaings per unit (EPU)

Basic and diluted EPU is calenlated as net profit attributable to unitholders® of the Trust
where units are classified as equity, adjusted o exclude costs of servicing equity (other than
distributions) divided by the weighted average number of ordinary units.

Diluted EPU is calculated as net profit attributable to members, adjusted for:

- costs of servicing equity (other than distributions);

- the after tax effect of distributions and interest associated with dilutive potential ordinary
units that have been recognised as expenses; and

- other non-discretionary changes in revenues or expenses during the period that would
result from the dilution of potential ordinary units;

divided by the weighted average number of ordinary units and dilutive potential ordinary

units, adjusted for any bonus element.

Earnings per sccurity is calculated as net profit attributable to unit holders of the Fund,
adjusted to exclude costs of servicing equity (other than dividends/distributions) divided by
the weighted average number of ordinary units.

(x) Income tax

Under current tax legislation, the Trust is not liable to pay income tax provided its taxable
income and taxable realised gains are fully distributed to unitholders.

12
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Blue Tower Trust
Interim Financial Report
Half*vear ended 31 December 2005

Notes to the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
(¢) Summary of significant accounting policies (continued)
(xi) Other taxes

Revenues, expenses and assets are recognised net of the amount of Goods and Services Tax
(GST) except:

» where 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 are stated with the amount of G8T included.

The net amount of GST recoverable from, or payable to, the taxation authority is ineluded as
part of receivables or payables in the balance sheet.

Cash flows are included in the Cash Flow Statement on a gross basis and the G8T component
of cash flows arising from investing and financing activities, which is recoverable from, or
payable to, the taxation awthority, are classified as operating cash flows.

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

(xii) Leasing fees

Leasing fees that are dircctly associated with negotiating and executing the on-going renswal
of tenant lease agreements are deferred and amortised over the lease term, Legal fees and
costs of preparing and processing documentation for new leases are expensed to the tncome
statement as they are incurred.

(xiii) Leasing incentives

Lease incentives in the form of up-front payments, contributions to certain lessee’s costs,
relocation costs and fit-outs that are offered in relation to the on-going operation of the
property are recognised as an asset and amortised over the peried to which the lease relates.

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

Where incentives are provided to lessees in the form of rent-free periods, the fotal income to

be earmned under the lease is recognised on a straight line basis over the term of the lease.
Income recognised during the rent-free period is held ag a debtor.

13
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Blue Tower Trust
Interim Financial Report

Half=year ended 31 December 2005

Notes to the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMEER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)

(¢) Summary of significant accounting policies (continued)
(xiv) Derecognition of financial instruments

The derecognition of a financial instrument takes place when the Trust no longer controls the
contractual rights that comprise the finaneial instrument, which 1s normally the case when the
instrument is sold, or all the cash flows attributable to the instrument are passed through to an
independent third party.

(xv) Derivative financial instruments

The Trust uses derivative financial instruments such as intcrest raic swaps to hedge its risks
associated with interest rate fluctuations. Such derivative financial instruments are stated at
fair value. The fair value of interest rate swap contracts is determined by reference to market
values for similar instriiments.

For the purposes of hedge accounting, hedges are classified as erther fair value hedges when
they hedge the exposure to changes in the fair value of a recognised asset or liability; or cash
flow hedges where they hedge exposure to variability in cash flows that is either attributable
to a particular risk associated with a recognised asset or liability or a forecasted transaction.

In relation to cash flow fair value hedges (interest rate swaps) which meet the conditions for
special hedge accounting, any gain or loss from remeasuring the hedging instrument at fair
value is recognised immediately in equity.

For derivatives that do not qualify for hedge accounting, any gains or losscs arising from
changes in fair values are taken directly to the income statement.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated
or exercised, or no longer qualifies for hedge accounting. At that point in time, any
cumulative gain or loss on the hedging instrument recognised in cquity is kept in cquity until
the forecasted transaction occurs. If a hedged transaction is no longer expected to ocour, the
net cummulative gain or loss recognised in equity is transferred to the income statemnent.

(xvi) Borrowing costs

Borrowing costs such ag interest are recognised as an expense in the period in which they
accrue using the effective interest method and if not paid at balance daie, they are reflected in
the balance sheet as a payable. Under AASE 139 borrowing costs such as facility fees are
capitalised and recorded as a deduction from borrowings, instead of being recognised as an
asset. The borrowing costs are then amortised over the life of the borrowings using the
effective interest rate method. Borrowing costs relating specifically to a qualifying asset are
capitalised as part of inventories.

14
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Blue Tower Trust
Interim Financial Report
Huif-vear ended 37 December 2003

Notes to the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)

(¢) Summary of significant accounting policies (continued)
(xvii) Recoverable amount of assets

At each reporting date, the Trust assesses whether there is any indication that an assct may be
impaired. Where an indicator of impairment exists, the Trust makes a formal estimate of
recoverable amount. When the carrying amount of an asset exceeds its recoverable amount
the asset is considered impaired and is written down to its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. It is
determined for an individual asset, unless the asset’s value in use cannot be estimated to be
close to its fair value less costs to sell and it does not generate cash inflows that are largely
independent of those from other assels or groups of assets, in which case, the recoverablc
amount is determined for the cash-generating unit to which 1t belongs.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre tax discount rate that reflects current market assessments of the time value of
money and the risks specific to that asset.

(xviii) Formation cosfs

Formation (establishment) costs in respect to the Trust are expensed to the income statement
as they are incurred.

15
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Blue Tower Trust
Interim Financial Report

ITalf-year ended 31 December 2005

Notes to the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
(d) AASBE 1 Transitional exemptions
The Trust has made its election in relation to the transitional exemptions allowed by AASB 1

'First-time Adoption of Australian Equivalents to International Financial Reporting Standards’ as
follows:

Exemption from the requirement to restate comparative information for AASB 132 and AASE 139
The Trust has elected to adopt this exemption and has not applied AASB 132 'Financial
Instruments: Presentation and Disclosure’ and AASB 139 'Financial Instruments: Recognition and
Measurement' to its comparative information.

(e) Impact of adoption of ATFRS
The impacts of adopting ATFRS on the total equity and profit after tax as reported under
Australian Accounting Standards applicable before 1 January 2005 (*|AGAAP®) are illustrated

below.

(i) Reconciliation of total equity as presented nnder AGAAP to that under AIFRS

30 June 31 1 July
2005 December 2004
5 2004 .3
$
Total equity under AGAAP 58,935,245 28,764,728 29,411,155
Adjustments to equity (net of tax):
Intangible Assets — Formation costs @) (201,698) (231,215) (256,456)
Property Investment (i1) 29,873,357 113,729 113,729

Asset selling costs not deducted from

Investment Property fair value under AIFRS (ii) 15,366,271 0 0
Fit-out leasc incentive amortisation (i1) (44,198) 0 0
Asset revaluation reserve (i)  (29,759,628) 0 0
Straight-line rent adjustment (iv) 686,216 139,159 0
Total equity under AIFRS 74,855,565 28,786,401 29,268,428

(1) Under AASB 138 Intangible Assets, formation costs have been expensed.

(i1) Under AASB 140 Investment Property fair value movements in Investment properties are
recognised in the income statement. Previously movements were taken to the asset
revaloation reserve under AGAAP. Under AGAAP, the Trust’s accounting policy was to
deduct expected selling costs from property revaluations.

16
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Blue Tower Trust
Interim Financial Report
Holf-year ended 31 December 2005

Notes to the Financial Statements
FOR THE HALF-YEAR ENDED 31 DECEMEBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (continued)
(e) Impact of adoption of AIFRS (continued)

Lease incentives (re: fitout) offered in relation to the ongoing operation of the property have
been separated from property mvestments and amortised over the period of the lease.

(iii) Under AASB 132 Financial Instruments: Disclosure and Presentation capitalised borrowing
costs of a financial instrument have been allocated against the financial instrument. This
does not result in a change in net equity of the Trust.

(iv) Under AASB 117 Rental income arising on investment properties 1s accounted for on a
straight-line basis for “fixed increase leases™ over the lease term. Contingent rental income
is recognised as income in the periods in which it is carned.

(ii) Reconciliation of profit after tax under AGAAP to that nnder AIFRS

Year-ended Half-year ended
30 June 31 December
2005 2004
$ 8

Profit after tax as previously reported 1,625,790 322,298
Intangible Assets — Formation costs (1) 54,757 25,240
Fair Value movement in investment

properties (ii) 45,125,899 0
Fitout lease incentive amortisation (ii) (44,198) 0
Straight-line rental adjustment (iv) 686,216 139,159

Profit after tax under AIFRS 47,448 464 486,697

(iif) Explanation of material adjustments to the cash flow statements

There are no material differences between the cash flow staternents presented under ATFRS and
those previously presented under AGAAP.

(f) Change in Accounting Policy

The Trust has elected to adopt AASB 132 Financial Instruments: Presentation and Disclosure
and AASB 139 Financial Instruments: Recognition and Measurement applicable from

1 July 2005. In accordance with AASB 132 and AASB 139, the fair value of the effective portion
of cash flow hedging instruments (interest rate swaps) of $1,260,318 has been recorded directly
to unitholders’ funds as at 1 July 2005. Movements in the fair value of the effective portion of
cash flow hedging instruments in the period to 31 December 2005 of ($174,968) has been
recorded directly to unitholders’ funds. As at 1 July 2005, in accordancc with AASB132
Financial Instruments: Presentation and Disclosure, issued units of $27,017,904 has been
reclassified from equity to liabilities.

17



16- 8-06; 3:20FM; i 217 27

Blue Tower Trust
Interim Financial Report

Half~vear ended 31 Decembar 2005

Notes to the Financial Statements (continued)
HALF-YEAR ENDED 31 DECEMBER 2005

2. SEGMENT INFORMATION

Biue Tower Trust operates in Australia and in the induostry of property investient.

6 months to 6 months to
31 December 31 December

2005 2004
5 5

3. REVENUE AND EXPENSES
(a) Specific Items
Profit before income tax cxpense includes the following
revenues and expenses whose disclosure is relevant in
explaining the performance of the entity.
(i) Revenune
Rents and sub-lease rentals 7,242,417 5,209,206
Recoverable outgoings 680,560 487,420
Interest received 7,527 50,568

7,936,504 6,347,494

(iiy Expenses
Interest and finance charges paid or payable to :

Other parties 3,629,530 3,481,954
Amortisation of lease incentives (fitout) 44,198 0
Amortisation of borrowing costs 180,486 177,844

3,854,214 3,059,798

4, DISTRIBUTIONS PAID AND PROPOSED
Capital distributions on units:

(2) Capital distributions paid during the pertod '
(6% per annum per unit paid quarterly in arrears) 453,698 453,698

(b) Capital distributions provided for during the period
(6% per annum per unit paid quarterly in arrears) 453,699 453,699
Distributions provided for or paid 907,397 807,397

1%
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Blue Tower Trust
Interim Financial Reporl
Half-vear ended 31 December 2005
Notes to the Financial Statements (continued)
HALF-YEAR ENDED 31 DECEMEER 2005
31 December 2005 30 June 2005 31 December 2005 30 June 2005
5. UNITS ISSUED No. of Units Na. of Units ] $
Issue of units in the Trust 30,000,000 30,000,000 26,110,507 27,017,904

During the period 1 July 2005 to 31 December 2005, Nil (30 June 2005: Nil) units were issued by
the Trust.

6. INVESTMENT PROPERTIES HELD DIRECTLY

Property Date Costs & Book Latest Date of Last | Valuation
Description | Acquired Additions to | Value Valuation Valuation Notes
31/12/05 31/12/03
$7000 $'000 $°000 $°000 $°000
12 Cresk | 28 122,542 176,412 | 176,412 December | (1)
Street, Qld | November 2005
2003

(5] Fair value as assessed by the Directors of LCL in accordance with AASE 140,

7. CONTINGENT ASSETS OR LIABILITIES

Lease mcentive fitout costs totalling approximately $335,000 are expected to be paid by the Trust
during the 6 months from 31 December 2005 to 30 Juns 2006.

In the event of the ultimate sale of the property, the trust would have to pay the Asset Managers a
fee in accordance with the Asset Management Agreement. Based on the assessed fair value of
$176.5 million as at 31 December 2005, the fee payable would be approximately $15.5 million.
Other than the items noted above there are no other contingent liabilitics or contingent assets.

8. EVENTS AFTER THE BALANCE SHEET DATE

There have been no events of a material nature after the balance sheet date of 31 December 2005,
to the date of this report.
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Rhue Tower Trust
Tnterim Financial Report
Half~yeur ended 31 December 2005

Notes to the Financial Statements (continued)
HALF-YEAR ENDED 31 DECEMBER 20053

9, CASH AND CASH EQUIYALENTS
0 months to 6 months to
31 December 31 December

2005 2004
8 3
(a) Reconciliation of cash
Cash at bank and on hand 870,972 999,476

For the purposes of the Cash Flow Statement, cash includes cash on hand and in banks and
investments in money market instruments, net of outstanding bank overdrafts. Cash at the end of
year as shown in the Cash Flow Statement is reconciled to the related items in the Balance Sheet
as detailed above.

There i3 no restriction on the use of cash.

10. EARNINGS PER SECURITY

Consolidated
6 months to Period to
31 December 31 December
2005 2004
Eamings per security (cents) _ 34.6 2.5

20



16- 8-06; 3:20FM; i # 247 27

Bluz Tower Trust
Inierim Financial Report
Halfvear ended 31 December 2005

Directors’ Declaration
HALF-YEAR ENDED 31 DECEMBER 2005

In accordance with a resolution of the Directors of Leyshon Corporation Limited as Trustee and
Responsible Entity of the Trust, I state that:

In the opinion of the Directors:
(a) the financial statements and notes of the set out on pages 4 to 20:

(1) give a true and fair view of the financial position of the Trust as at 31 December 2005
and of its performance for the half-year ended con that date; and

(11) comply with Accounting Standard AASB 134 "Interim Financial Reporting” and the
Corporations Regulations 2001; and

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

On behalf of the Board
Leyshon Corporation Limited as Trustee and
Responsible Entity for Blue Tower Trust

N 30 090 257 430

(. McMahon
Director
Brisbane, 16 March 2006
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-

--”ERNST& YOUNG ® | Eagie Street ®Tel 61730113332
Brishane QLD 4000 Fax 6173011 3100
Auslralia
PO Box 7875

Walcr(ront Place
Brishane QLD 4001

Aunditor’s Independence Declaration to the Directors of Leyshon Corporation
Limited as Responsible Entity of Blue Tower Trust

In relation to our review of the financial report of Blue Tower Trust for the half-year ended 31
December 2005, to the best of my knowledge and belief, there have been no contraventions of the
auditor independence requirements of the Corporations Act 2001 or any applicable code of
professional conduct.

St b

Ernst & Young

16 March 2006

Tiability limmired by a seheme appraved wngder
Professivnal Standards Leprslation
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L

.LIIERNST& YOUNG = | Eagle Street & Tel 61730113333
Brishane QLD 4000 Fax 61730113100
Australia
PO Box 7878

Walerfronl Place
Brishane QLD 4001

Independent review report to unitholders of Blue Tower Trust

Scope

The financial report and trustees’ responsibility

The financial report comprises the balance sheet, income statement, cash flow statement, statement
of changes in equity/unitholders’ funds, accompanying notes to the financial statements, and the
trustees” declaration for Blue Tower Trust (the trust), for the period ended 31 December 2005.

The trustees of the trust are responsible for preparing a financial report that gives a true and fair
view of the financial position and performance of the trust, and that complies with Accounting
Standards AASB 134 “Interim Financial Reporting”, in accordance with the Corporations Act 2001
and Trust Deed. This includes responsibility for the maintenance of adequate accounting records
and internal controls that are designed to prevent and detect fraud and error, and for the accounting
policies and accounting estimates inherent in the financial report.

Review approach

We conducted an independent review of the financial report in order to make a staternent about it to
the unithelders of the trust and in order for the trust to lodge the financial report with the Bendigo
Stock Exchange and the Australian Securities and Investments Commission,

Our review was conducted in accordance with Australian Auditing Standards applicable 1o review
engagements, in order to state whether, on the basis of the procedures described, anything has come
to our attention that would indicate that the financial report is not presented fairly in accordance
with the Corporations Act 2001, Trust Deed, Accounting Standard AASE 134 “Interim Financial
Reporting™ and other mandatory financial reporting requirements in Australia, so as to present a
view which is consistent with our understanding of the trust’s financial position, and of its
performance as represented by the results of its operations and cash flows.

A review is limited primarily to inquiries of trust personnel and analytical procedures applied to the
financial data. These procedures do not provide all the evidence that would be required in an audit,
thus the level of assurance is less than given in an audit. We have not performed an audit and,
accordingly, we do not express an audit opinion.

Independence

We are independent of the trust, and have met the independence requirements of Australian
professional ethical proncuncements and the Corporations Act 200!. We have given to the trustees
of the trust a writien Auditor’s Independence Declaration, a copy of which is included in the
Trustees” Report.

Liability limited by a schem¢ approved under
Professionul Stundards Legislation
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S ERNST & YOUNG

Statement
Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the financial report of Blue Tower Trust is not in accordance with:

(a} the Corporations Act 2001 and Trust Deed, including:

() giving a true and fair view of the financial position of Blue Tower Trust at 31
December 2005 and of its performance for the period ended on that date; and

(ii)y  complying with Accounting Standard AASB 134 “Interim Financial Reporting™ and
the Corporations Regulations 2001; and

(b)  other mandatory financial reporting requirements in Australia.

gmf:JF e ‘ L/@*ﬂx

Ernst & Youn

E JRoac
Partner

Brisbane
16 March 2006
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LEYSHON

To: BSX Amnouncements
Facsimile No. (02) 4929 1556
(34 pages)

Document Date: Wednesday 15th March, 2006
Classification: Interim Financial Report Half Year ended 31 December 2005

LEYSHON PROPERTY FUND NO. 3 (ARSN 109 093 816)
BSX CODE: LEY

Leyshon Corporation Limited as Responsible Entity and Trustec for Leyshon Property Trust No. 3 hereby
submits the Interim Financial Report and Directors’ Report for Leyshon Property Fund No. 3 for the half-year
ended 31 Decetnber 2005,

On 31 January 2006 a draft set of December 2005 management accounts were released to BSX in the Leyshon
Property Fund No. 3's December 2005 Quarterly Investors’ Report. These draft management accounts were
subject to the completion of changes from the intreduction of International Financial Reporting Standards
(“IFRS™) that became effective for the Fund from 1 July 2005 and subsequent review by the Fund’s auditors.

Attached are schedules that detail the changes that oceurred to Retained Earnings and Profit after Tax from the
draft management accounts released on 31 January 2006 to the final Interim Financial Report. All of the
changes relate to the introduction of IFRS,

< m

Christina Little
COMPANY SECRETARY
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Balance Sheet

Leyshon Property Fund No. 3
As At 31 December 2005

Reconciliation of Retained Earnings

Retained Earnings (Draft Management Accounts)

Add;

Transfer from Asset Revaluation Reserve as per IFRS
Adjustment for "fixed increase” leases as per [FRS

Adjustment to Tncome Tax Expense relating to IFRS adjustments
Less:

Amortisation of Fitout Lease Ineentives as per IFRS

Amortisation of Formation Costs as per [FRS
Development costs expensed as per IFRS

Retained Earnings (Final Interim Financial Report)

3
860,200

1,086,926

154,621.

67,933

(105,989)
(1,100)
(957.079)

1,105,512

#
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Profit & Loss Statement

Leyshon Property Fund No. 3
For the Period Ending 31 December 2003

Reconciliation of Net Profit after Tax

b3

Net Loss after Tax (Draft Managemcnt Accounts) (747,683)
Add:

Adjustment for "fixed increase” leases as per IFRS 111,966
Fair Valug movement in Investment Property as per IFRS 1,500,554
Adjustment to Tncome Tax Expense relating to IFRS adjustments 51,233
Less:

Amertisation of Formation Expenses offset against Retained Earnings as per IFRS {177,608)
Development Costs expensed as per [FRS (168,842)

Retained Earnings (Final Interim Financial Report) 369,620
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Interim Consolidated Financial Report

LEYSHON PROPERTY FUND NO. 3

Comprising the consolidated financial reports of
Leyshon Developments No. 3 Limited ABN 56 111 628 589
and its controlled entities
and Leyshon Property Trust No. 3 ABN 95 909 819 176

Half Year Ended
31 December 2005

# 4/ 84
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Levshon Property Fund No3
Interim Financial Report
Half-year ended 34 Decemnber 2005

Directors’ Report

The Directors of Leyshon Developments No. 3 Limited (LDL3) and the Directors of Leyshon
Corporation Limited (LCL) as Trustce and Responsible Entity for

Leyshon Property Trust No. 3 (LPT3) present their report together with the financial
statements for Leyshon Property Fund No. 3 (“the Consolidated Group™) being LDL3 (the
Parent Entity”) and its controlled entities, and LPT3 (“the Trust™) for the half-year ended

31 December 2005 and the auditor’s report thereon.

DIRECTORS

During the period to 31 December 2003 and up to the date of this report the following persons
were directors of LDL3 and were directors of LCL as Trustec and Responsible Entity for LPT3
respectively.

LDL3

R Bryan Date of Appointment (2/11/2004
G McMahon Date of Appointment 02/11/2004
W Collins Date of Appointment 02/11/2004
M O’Reilly Date of Appointment (2/11/2004
S Bryan Date of Appointment 02/11/2004
S Smith Date of Appointment 02/11/2004
K Pickard Daie of Appointment 02/11/2004

Company Secretary Christina Little

LCL as Trustee and Responsible Entity for LPT3

G McMahen Date of Appointment 01/11/1999
W Collins Date of Appointment 14/05/2003
M O’Reilly Date of Appointment 14/05/2003
N Summerson Date of Appointment 11/06/2004

Company Secretary

C Little

LDL3 was incorporated in November 2004 and LPT3 was constituted in May 2004, Leyshon
Property Fund No. 3 (Fund) commenced operations on 21 December 2004,
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Leyshon Praperty Fund No 3
Interim Financial Report
Half-year ended 31 Decernber 2005
Directors’ Report (continued)

STRUCTURE OF THE FUND

The Fund was created upon the issuc of shares by LDL3 and units by LPT3 and the stapling of
the securities on 21 December 2004,

LDL3 was incorporated on 2 November 2004 and issued shares under a Prospectus and
Product Disclosure Statement dated 8 November 2004 as part of an equity raising for the Fund.
Leyshon Paim Beach Developments Pty Ltd was incorporated on 21 March 2005 as a wholly
owned subsidiary of LDL3.

LPT3 was created by a Trust Deed dated 14 May 2004, which was subsequently amended on
8 November 2004, 9 March 2005 and 27 June 2005. Units wete issued under a Prospectus and
Product Disclosurc Statement dated 8 November 2004 as part of an equity raising for the Fund.

Shares issued in the company are stapled to units issued in the trust and are ireated as one
security. The stapled securities are quoted and traded together on the Bendigo Stock
Exchange (B5X). The stapted securities cannot be traded or dealt with separately.

The two entities comprising the stapled group, remain separale legal entities in accordance
with the Corporations Act 2001, and arc cach required to comply with the reporting and
disclosure requirements of Accounting Standards and the Corporations Regulations 2001.

The Fund’s stapled security structure allows equity investors to derive income from passive
property ownership (Melbourne Street and future projects) supplemented by profits from active
property development (London Woolstore, Palm Beach and future projects).

The Fund is subject to a Stapling and Assct Management Deed dated 8 November 2004,
whereby LCL in its own capacity is the Manager of the Fund and Asset Manager of the
projects of the Fund.

The stapled security structure will cease to operate if any of the following occurs:

(a)  Subject to the Law, the BSX Listing Rules and approval by resolution of the
shareholders and unitholders, the Manager may dctermine that the provisions of
LPT3’s Trust Deed relating to stapling will cease to apply. ¥f they do so, they
may at a later lime give notice that the application of the provisions is to
reccommence.

(b)  Each unit will remain stapled to the share to which it is stapled to form a stapled
security until the date the units are unstapled. Sccuritics will cease to be stapled
to any security which ceases to be on issue.

(¢) A provision of LPT3’s Trust Deed relating to stapling may not be amended
except with the prior written consent of the Manager.

#
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Levshon Property Fund No.3
Interim Financial Report

Half-year ended 31 December 2005
Directors’ Report (continued)

REVIEW OF OPERATIONS AND CHANGES TO STATE OF AFFAIRS

The Fund was established to invest in and develop a portfolio of quality property projects
including:

* 09 Melbourne Street, South Brisbanc, a recently constructed commercial office
building;

*  London Woolstore at Vernon Terrace, Tencriffe involving the conversion and
refurbishment of three former woolstore buildings into 89 residential apartments, car
parking, nine retail shops and commereial office space;

*  Palm Beach Plaza, Gold Coast Highway, Palm Beach. This site is to be developed into
an approximate 5,000 square metre retail and commercial complex and approximately
200 residential apartments. The project is to be developed in two stages over 2006 —
2008; and

* Future projects which satisfy the Fund Manager’s project sclection criteria.

First Financial Report under the Australian equivalents to International Financial
Reporting Standards (AIFRSs)

This interim financial report is the first Fund interim financial report to be prepared in
accordance with AIFRSs. AASB 1 First-time Adoption of Australian Equivalents to
International Financial Reporting Standards has been applied in preparing these financial
statcments. When preparing the Fund interim financial report for the half-year ended

31 December 2005, management has amended certain accounting and valvation methods
applied in the previous AGAAP financial statements to comply with AIFRS. The comparative
figures were restated to reflect these adjustments. Reconciliations and descriptions of the
effect of transition from previous AGAAP to AIFRS on the Fund’s equity and net profit are set
out in Note 1 (e).

FINANCIAL RESULTS

A summary of combined revenues and results for the period by significant industry segments i
set out below.

(a) Property Development

Property Development’s nct loss after tax of $1,362,791 (Period 21 December 2004 to

31 December 2004 Profit: $8,259) resulted from the pre-development costs of the Palm Beach
project being expensed to date (excluding land costs and associated transaction costs).
Revenues and profits from the development of the London Woolstore project will be
recognised upon settlement of the respective apartments which is expected to commence in the
six months period ending 30 Junc 2006.

#
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Leyshon Fraperty Fund No.y
Interim Financial Report
Hulfsyear ended 31 December 2005

Directors’ Report (continued)
FINANCIAL RESULTS (Continued)
(b) Property [nvestment

The Property Investment division achieved a net profit after tax of $1,932,411

(Pcriod 21 December 2004 to 31 December 2004: $37,775) as a result of net commercial rent
from the property situated at 99 Melbourne Strect, South Brisbane and an increase in the fair
value of the property. This property was purchased on 21 December 2004,

The Net Profit attributable to the security holders for the period 1 July 2005 to

31 December 2005 is $569,620 (21 December 2004 to 31 December 2004 Profit: $46,034).
This cquates to 1.6 cents per security (Period 21 December 2004 to 31 December 2004: 0.9
cents per security) based on the weighted average of 35,000,000 (Period 21 December to 31
Decernber 2004: 5,153,093) sccuritics that were on issue during the period.

AUDITOR’S INDEPENDENCE DECLARATION

The Directors have obtained an independence declaration from our auditors, Ernst and Young,
as attached at Page 29,

This statcment is made in accordance with a resolution of the Directors of LDL3 and the
Directors of LCL as Trustee and Responsible Entity for LPT3.

On behalf of the Board

Leyshon Developments No. 3 Limited
ABN 56 111 628 589

E. B‘i‘yan
Direclor
Brisbane, 16 March 2006

On behalf of the Board
Leyshon Corporation Limited as Trustee and Responsible Entity for
Leyshgn Property Trust No. 3

G. McMahon
Director
Brisbane, 16 March 2006

#
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Leyshon Property Fund No.3
Interim Financial Report
Half~year ended 31 December 2005

Condensed Income Statement
HALF-YEAR ENDED 31 DECEMBER 2005

Consolidated
Note 6 months to Period to
31 December 31 December
2005 2004
$ $
Revenue and Other Income
Revenue from operating aclivilies 3 1,610,951 66,839
Interest revenue 3 301,751 23,667
1,912,702 90,506
Fair valuec movements in investment
properties 1,500,554 0
Total Revenue and Other Income 3,413 256 90,506
Amortisation expenses 3 (218,577) (2,848)
Borrowing expenses 3 (555,936} (31,913)
Insurance (32,147) (2,220)
Development costs expensed (2,156,668) 0
Land tax (18,900) (1,529)
Property management fees (18,666) (814)
Recoverable outgoings (115,953) (1,855)
Security (5,588) (246)
Other expenses (305,203) (796)
QOperating Expenses (3.427,638) (42,221)
Profit/(loss) from operating activitics (14,382) 48,285
Income tax expense/(benefit) (584,002) 2,251
Earnings attributable to members 569,620 46,034
Basic earnings per share {cents) 34 0.9
Diluted earnings per share (cents) 34 0.9
Distributions per security (cents) 8.0 8.0

Refer to note 1(c)(xvii) and note 11 for earnings per security.

The above Condensed Income Statement should be read in conjunction with the accompanying

notes.
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Leyshon Froperty Fund No.3
Interim Financial Report
Ha{f—ye:zr ended 31 Decembar 2005

Condensed Balance Sheet
AS AT 31 DECEMBER 2005

Consolidated
Note 31 December 2005 30 June 2005
$ $
CURRENT ASSETS
(Cash assets 8,730,678 12,434,339
Receivables 789,584 1,493,279
Inventories 41,433,418 31,427.331
Other 83,067 44 836
Total current assets 51,037,047 45,399,805
NON-CURRENT ASSETS
Property investments held directly 26,165,492 25,315,492
Lease Incentive Fitout 2,049,811 1,578,519
[nventorics 11,599,334 11,559,334
Deferred tax assets 13,365,000 0,073,086
SWAP Loan 9,917 0
Total non-current assets 53,189,554 47,566,431
TOTAL ASSETS 104,226,601 92,966,236
CURRENT LIABILITIES
Payables 1,996,035 1,111,187
Interest bearing loans and borrowings 30,205,117 22,282,271
Total current liabilities 32,201,152 23,393,459
NON-CURRENT LIABILITIES
Interest bearing loans and borrowings 23,746,007 23,733,303
Accrued expenscs 1,112,795 1,890,119
Deferred tax liability 12,430,025 8,722,114
Other 1,237,060 895,711
Total non-carrent liabilities (excluding
unitholder interests, refer to note
1(c)(xvi)) 38,525,887 35,241,246
NET ASSETS ATTRIBUTABLE TO
MEMBERS 33,499,562 34,331,531
REPRESENTED BY:
Attributable to members of the
company
Contributed equity 17,218,110 17,218,110
Retained earnings (1,899,836) (537,046)
Attributable to mernbers of the parent 15,318,274 16,681,064
Attributable to unitholders of the trust
Units on issue 14,596,402 16,007,909
Cash flow hedge rescrve 9,917 -
Undistributed earnings 3,574,968 1,642,558
Atiributable to members of the trust 18,181,287 17,650,467
TOTAL MEMEBERS' INTERESTS 33,499,561 34,331,531

The above Clondensed Balance Sheet should be read in conjunction with the accompanying notcs. ’
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Leyshon Properry Fund No.3
Interim Financial Report
Hulf-year erded 31 December 2005

Condensed Cash Flow Statement
HALF-YEAR ENDED 31 DECEMBER 2005

Consolidated
6 months to
31 December Period to
2005 31 December 2004
$ $
CASH FLOWS FROM OPERATING
ACTIVITIES
Receipts from cuslomers 1,338,833 129,160
Payments to supplicrs (9,482.454) (153,117
Interest received 302,031 23,667
Interest and finance costs paid (1,969,401) (18,491,277)
Net cash flows (used in) operating activities (9,810,391) (18,491,567)
CASH FLOWS FROM (USED IN)
INVESTING ACTIVITIES
Payments for investment properties 554 (25,905,975)
Proceeds from vendor for leasing incentives 0 2,775,181
Payment for inventory (1,639,556) 0
Refunded deposit 800,000 0
Net cash flows (used in) investing activities (839,002) {23,130,794)
CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from borrowings 7,895,681 26,718,520
Payment of borrowing costs 0 (170,857)
Proceeds from the issue of securities 0 25,297,000
Payment of transaction cosls of securities 1ssue 0 (366,887)
Proceeds from borrowings — related party 406,157 0
Distribution to security holders’ (1,356,106) 0
Proceeds / payment for unscecured notes 0 0
Net cash flows from financing activities 6,345 732 51,477,776
Net (dcereasce)/incrcasc in cash held (3,703,661) 9,855,415
Cash at the beginning of the reporting period 12,434,339 0
Cash at the end of the reporting period 8,730,678 9,855,415

The above Condensed Cash Flow Statement should be read in conjunction with the

accompanying notes.
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Condensed Statement of Changes in Equity

HALF-YEAR ENDED 31 DECEMBER 2005

At 1 July 2004
Net gains/(losses) on cash flow hedges

Total income and expensc for the period
recognised directly in equity

Profit for the period attributable to
sharcholdets

Earnings for the period attributable to
unitholders

Total income / expense for the period
attributable 10 members

25.297 000 securities issued 271 Dec 2004
Transaction costs
Capital distributions to unitholders

At 31 December 2004

At 1 July 2005
Net gains/(losses) on cash Now hedges

Application of AASB132 — reclassification
of unitholder equity to debt

Total income and expense for the period
recognised directly in equity

Profit for the period attributable to
shareholders

Earnings for the period attributable to
unitholders

Total income / expense for the period
attributablc to mcmbers

At 31 December 2005

; # 12/ 34

Levshon Property Fund No3

Interim Financial Report

Huolf-vear ended 31 December 2005

CONSOLIDATED
Securities Undistributed  Other
Issued Income reserves  Total Equity
3 $ 5 $

0 0 0 0
0 0 0 0
0 8,259 0 8,259
0 37.775 0 37,775
0 46,034 0 46,034
25,297,000 0 0 25,297,000
(393,703) 0 0 (393,703)
(60,990) 0 0 (60,990)
24 842 3(y7 46,034 0 24 888,341
33,226,019 1,105,512 0 34,331,531
0 0 9.917 9,917
(16,007,909) . . (16,007,909)
0 (1362,791) 0 (1362,791)
0 1,932,411 0 1,932,411
0 569,620 9,917 579,537
17,218,110 1,673,132 9,917 18,903,159

The above Statement of Changes in Equity should be read in conjunction with the

accompanying notes.
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Leyshon Praparty Fund No.3
Interim Financiul Report
Half-year ended 31 December 2003

Notes to the Combined Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

The half-year financial report is a general purpose financial report, which has been prepared in
accordance with the Fund’s Constitution and the requirements of the Corporations Act 2001,
applicable Accounting Standards including AASB 134 “Interim Financial Reporting” and other
mandatory professional reporting requirements.

The financial report of the Fund consists of the consolidated financial statements of LDL3.

The half-year financial report does not include all notes of the type normally included within
the annual financial report and therefore cannot be expected to provide as full an understanding

of the financial performance, financial position and financing and investing activities of the
Fund as the full financial report.

The half-year financial report should be read in conjunction with the annual Financial Report
of the Fund as at 30 June 2005, which was prepared based on Australian Accounting Standards
applicable before 1 January 2005 (FfAGAAP’).

It is also recommended that the half-year financial report be considerced together with any
public announcements made by the Fund during the half-year ended 31 December 2005 in

accordance with the continuous disclosure obligations atising undet the Corporations Act
2001.

(a) Basis of accounting

The half-year financial report has been prepared on a historical cost basis, except for
investment properties, land and buildings and derivative financial instruments that have been
measured at fair value.

For the purpose of preparing the half-ycar financial report, the half-year has becn treated as a
discrete reporting period.

(b} Statement of compliance

The half-year financial report complics with Australian Accounting Standards, which include
Australian equivalents to International Financial Reporting Standards (AIFRS"). Compliance
with ATFRS ensures that the half-year financial report, comprising the financial statements and
notes thereto, complies with International Financial Reporting Standards ('TFRS").

This is the first half-year financial report prepared based on AIFRS and comparatives for the
half-ycar ended 31 December 2004 and full-year ended 30 June 2005 have been restated

accordingly. A summary of the significant accounting policies of the Fund under AIFRS are
disclosed in Note 1(c) below.

10
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Leyshon Propery Fund No.3
Interim Financial Report

Holf-vear ended 31 December 2005
Notes to the Combined Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(b} Statement of compliance (continued)

Reconciliations of;

- ATFRS equity as al 31 December 2004, 30 June 2005 and 1 Juty 2005; and

~ AIFRS protit for the half-year ended 31 December 2004 and full year ended 30 June 2005,
to the balances reported in the 31 December 2004 half-year report and 30 June 2005 full-yeur
financial report prepared under AGAAP are detailed in Note 1(e) and 1(f) below.

(c) Summary of significant accounting policies
(i) Basis of Consolidation

This half ycar financial report includes the financial statements of the consolidated group
comprising LDL3 (parent entity) and its controlled entities and LPT3.

The consolidated half year financial report has been drawn up in accordance with ASIC
Class Order (5/642 relating to combining accounts under stapling, and for the purposes of
fulfilling the requircments of the Bendigo Stock Exchange. Under AASB 3, LDL3 is
considered 1o be the parent entity of the Trust.

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

All intercompany balances and transactions, including unrealised profits arising from intra-

group transactions, have been eliminated in full. Unrealised losscs arc eliminated unless
costs cannot be recovered.

Leyshon Palm Beach Developments Pty Ltd (LPBD) was consolidated into the group from

the date of incorporation, 21 March 2005. Accordingly, the consolidated financial
statements include the results of LPBD for the half-year ended 31 December 2005,

11
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Leyshon Property Fund No.3
Interim Financicl Report
Half-year ended 31 Decembar 2003

Notes to the Combined Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2003

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(c) Summary of significant accounting policies (continned)
(ii) Investment propertics

Property (including land and buildings) held for long-term rental viclds and that is not
occupied by an entity n the Fund, is classified as an investment property.

Initially, investment propertics arc measured at cost including transaction costs.

Subscquent to initial recognition, investment properties are carried at fair value. Fair value
is based on active market prices, adjusted for any difference in the nature, location or
condition of the specific asset or where this is not available, an appropriate valuation
method which may include discounted cashilow projections and the capitalisation method.
The fair value reflects, among other things, rental income from current leases and
assumptions about rental income from future leases in light of current markel conditions. Tt
also reflects any cash outflows (excluding those relating to future capital expenditure) that
could be expected in respect of the property.

Subsequent expenditure is charged to the asset’s carrying amount only when it is probable

that future economic benefits associated with the item will flow to the Fund and the cost of
the ilem can be measured reliably.

Land and buildings (including integral plant and equipment) that comprise the investment
propetty arc not depreciated.

Gains or losses atising from changes in the fair values of investment properties are
included in the income statement in the period in which they arise.

Investment properties are derecogniscd when they have either been disposed of or when the
investment property is permanently withdrawn from use and no future benefit is expected
from its disposal.

Any gains or losses on the derecognition of an investment property are recognised in the
income statement in the period of derccognition.

(iii) Borrowing costs

Borrowing costs such as interest is recognised as an expense In the period in which they
accrue using the effective interest method and if not paid at balance date, they are reflected
in the balance sheet as a payable. Under AASE 139 borrowing costs such as facility fees
are capitalised and recorded as a deduction from borrowings, instead of being rccognised as
an assel. The borrowing costs are then amortised over the life of the borrowings or part of
the etfective interest ratc mecthod. Borrowing costs relating specifically to a qualifying
asset are capitatised as part of inventories.

12
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Leyshon Property Fund No.3
Interim Financial Report

Helf vear ended 31 December 2005
Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMEER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(¢) Summary of significant accounting policies (continued)
(iv) Recoverable amount of assets

At cach reporting date, the Fund assesses whether there is any indication that an asset may
be impaired. Where an indicator of impairment cxists, the Fund makes a formal estimate of
recoverable amgunt. When the carrying amount of an asset exceeds its recoverable amount
the assct is considered impaired and is written down 1o itg recoverable amount,

Recoverable amount is the greater of fair value less costs to sell and value in vse. It is
determined for an individual asset, unless the asset’s value in use cannot be estimated to be
close to its fair value less costs to sell and it does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which case, the recoverable
amount is determined for the cash-gencrating unit to which it belongs.

In assessing valuc in use, the estimated future cash flows are discounted to their present
value using a pre tax discount rate that reflects cwrrent market assessments of the time
valuc of money and the risks specific to that asset.

(v) Inventories

Development work in progress

Inventory is comprised of development properties held for resale. Development propertics
are carried at the lower of cost and net realisable value. Cost includes the costs of
acquisition, development and borrowing costs. Holding costs such as rates and taxcs are
cxpensed following the completion of the development and during the development period
if income from rent 1s earned. Assoclated development costs are expensed to the income
statement until such time as the development company hag committed to the project.

(vi) Trade and other receivables

Trade receivables which generally have 30 day terms are recognised and carried at original
invoice amount less an allowance for any uncollectible amounts.

An estimate for doubtful debts is made when collection of the full amount is no longer
probable. Bad debts are written off when identified.

(vii) Cash and cash equivalents

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and
at-call deposiis.

For purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and
cash equivalents as defined above, net of outstanding bank overdrafts.
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Layshon Property Fund No 3
Interim Finaneial Report
Hulf-year ended 31 December 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

I. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
{continued)

(¢) Summary of significant accounting policies (continued)
(viii) Interest bearing loans and borrowings

All loans and borrowings are initially recognised at cost, being the fair value of the

consideration received net of issue costs associated with the borrowing. Intercst is
recognised as an expense a3 it accries.

Gains and losses are recognised in the income statement when the liabilities arc
derecognised.

(ix) Provisions

Provisions are recognised when the Fund 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 cstimate can be made of the
amounl of the obligation.

Where the Fund expects some or all of a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recogniscd as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
income statcment nct of any reimbursement.

Dividends

A provision for dividends 1% not recognised a$ a liability unless the dividends are declared,
determined or publicly recommended on or before reporting date.

Distributions

A provision for distributions is not recognised as a liability in the balance sheet unless the
distribution has been declared, determined or publicly recommended prior to balance date.
Distributions are of a capital nature paid guarterly in arrears as noted in the Prospectus and
Product Disclosure Statement provided to sccurityholders. As at the reporting date a
capital distribution has been declared and is due for payment on 31 January 2006.
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Leyshon Property Fund No.3
Interim Financial Repor:
Hulf-vear ended 31 December 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
{continued)

(¢) Summary of significant accounting policies (continued)
{x) Revenne
Revenue is recognised to the extent that it is probable that the economic benefits will flow
to the Fund and the revepue can be reliably measured. The following specific recognition

criteria must also be met before revenue is recognised:

Interest

Interest revenue is recognised in the Income Statcment as it accrues using the effective
interest method and if not received at balance date, is reflected in the Balance Sheet as a
receivable.

Rental income

Rental income arising on 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.

Froperty Development income

Revenue on the sale of development properties Is recognised upon settlement.

Management Fees

Management fee revenue is recognised upon delivery of the service and attaining control of
the right to receive the management fee.

All revenue is stated net of the amount of goods and services tax.
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Layshon Proparty Furd No.2
Interim Financial Report
Halfyeer ended 31 Decesmber 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(c) Summary of significant accounting policies (continued)
(xi) Income tax

Deterted incotne tax is provided on all temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their carrying amounts for financial
reporling purposes.

Deferred income tax liabilities are recognised for all taxable temporary differcnces:

* except where the deferred income tax liability arises from the initial recognition of an
asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profil or loss; and

» in respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, except where the timing of the reversal of the
temporary differences can be controfled and it is probable that the temporary differences
will not reverse in the foreseeable future.

Deferred income tax assets are tecognised for all deductible temnporary dilferences, carry-
forward of unused tax assets and unused tax losses, to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, and the
carry-forward of unused tax assets and unused tax losses can be utilised:

* except where the deferred income tax assct relating to the deductible temporary difference
arises from the initial recognition of an asset or liability 1o a transaction that is not a
business combination and, at the time of the transaction, affccts neither the accounting
profit nor taxable profit or loss; and

* in respect of deductible temporary differences associated with investments in subsidiaries,
associales and interests in joint ventures, deferred tax assets are only recognised to the
extent that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary differences can be
utilised.

The carrying amount of deferred income tax assets is reviewed at cach balance sheet date
and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax assct to be utilised.

The carrying amount of deferred income tax assels is reviewed at each balance sheet date

and reduced to the extent that it is no longer probable that sutficient taxable profit will be
available to allow all or part of the deferred income tax asset to be utilised.
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Leyshonr Property Fund No3
Interim Financial Report
IHalf-year ended 31 December 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(¢) Summary of significant accounting policies (continned)
(xi) Income tax (continued)

Deferred income tax assets and liabilities are measurcd at the tax rates that are expected to
apply to the year when the asset is realised or the liability is settled, based on tax rates (and
tax laws) that have becn cnacted or substantively enacted al the balance sheet date.

Income taxes relating to items recogniscd directly in equity are recognised in equity and
not in the income statcment,

Under current tax legislation, LPT3 is not liable to pay income tax provided its taxable
income and taxable realised gains are fully distributed to unitholders.

(xii) Other taxes

Revenues, expenses and asscts are recognised net of the amount of Goods and Services Tax
(GST) except:

* where the GST incurred on a purchase of goods and services 18 not recoverable from the
taxatton 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

» reccivables and payables 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 balance sheet.

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

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

(xiii) Derecognition of financial instruments
The derecognition of a financial instrument takes place when the Fund no longer controls
the contractual righls that comprise the financial instrument, which i8 normally the case

when the instrument is sold, or all the cash flows attributable to the instrument are passed
through to an independent third party.

17

# 20/ 34



16- 8-06; 3:33FM;

Levshore Property Fund No.3
Interim Financial Report
Half-year ended 31 December 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continned)

(c) Summary of significant accounting policies (continued)
(xiv) Derivative financial instruments

- The Fund uses derivative [inancial instruments such as interest rate swaps to hedge its risks
associated with interest rate fluctnations. Such derivative financial instruments are stated at
fair value. The fair value of interest rate swap contracts is determined by reference to
market values for similar instruments.

For the purposes of hedge accounting, hedges are classificd as cither fair value hedges
when they hedge the exposure to changes in the fair value of a recognised asset or liability;
or cash flow hedges where they hedge exposure lo variability in cash flows that is cither
attributable to a particular risk associated with a recognised asset or liability or a forecasted
lransaction.

In relation to cash flow hedges (intcrest rate swaps) which meet the conditions for special
hedge accounting, any gain or loss from re-measuring the hedging instrument at fair valuc
is recognised in equity.

For derivatives that do not qualify for hedge accounting, any gains or losses arising from
changes in fair value are taken directly to the income statement.

Hedge accounting is discontinued when the hedging instrument expires or is sold,
terminated or exercised, or no longer qualifies for hedge accounting. At that point in time,
any curnulative gain or loss on the hedging instrument recognised in equity is kept in
cquity until the forecasted transaction oceurs. If a hedged transaction is no longer expected
to oceur, the net cumulative gain or loss recognised in equity is transferred to the income
statement.

(xv) Trade payables

Liabilities for creditors are carried at cost, which is the fair value of the consideration to be
paid in the future for goods and services received, whether or not billed to the Fund. The
amounts are unsecured and are usually paid within 30 days of recognition.

(xvi) Contributed cquity and unitholders’ funds

Issucd and paid up capital is recognised at the fair value of the consideration received by
the Fund.

Each security issued confers upon the security holder an equal intcrest in the Fund, and is
of equal value. A securily does not confer any interest in any particular asset or investment
of the Fund. The rights, obligations and restrictions attached 1o each security holder are
identical in all respects.
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Leyshon Property Fund No.3
Interim Finuncial Report
Half-year ended 31 December 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(c) Summary of significant accounting policies (continued)
(xvi) Contributed equity and unitholders” funds (Continued)

For the peried 1 July 2004 to 30 June 2005, unitholders’ equity in the Trust was treated as
equity. From 1 July 2005, as required by AASB 132 Financial Instruments: Disclosure
and Presentation, issued units, where there is an obligation under the Trust Deed to repay
the unit capital at the end of the Trust’s life, is recognised as a liability.

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

(xvii) Earnings per share (EPS)

Basic and diluted EPS is calculated as net profit attributable to security holders, adjusted to
exclude costs of servicing equity (other than dividends/distributions) divided by the
weighted average number of ordinary shates.

Diluted EPS is calculated as net profit attributable to security holders, adjusted for:

- costs of servicing equity (other than dividends/distributions);

- the after tax effect of dividends/distributions and interest assoclated with dilutive
potential ordinary securities that have been recognised as expenses; and

- other non-discretionary changes in revenucs or expenses during the period that would
result from the dilution of potential ordinary securities;

divided by the weighted average number of ordinary sharcs and dilutive potential ordinary

shares, adjusted for any bonus clement.

Earnings per security is calculated as net profit attributable to security holders of the Fund,
adjusted to cxclude costs of servicing equity (other than dividends/disiributions} divided by
the weighted average number of ordinary securitics.

(xviii) Leasing fces
Leasing fecs that are directly associated with negotiating and executing the on-going
renewal of tenant lease agreements are deferred and amortised over the lease term. Legal

fees and costs of preparing and processing documentation for new leases are expensed to
the income statement as they are incurred.

19
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Layshon Property Fund No.3
Interim Financial Report
Hulfyeur ended 31 December 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(c) Summary of significant accounting policies (continued)
(xix) Leasing incentives

Lease incentives in the form of up-front payments, contributions to certain lessee’s costs,
relocation costs and fit-outs that are offered in relation to the on-going opcration of the
property are recognised as an asset and amortiscd over the period to which the lease relates.

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

Where incentives are provided to lessees in the form of rent-free periods, the total income
to be earned under the lease is recognised on a straight line basis over the term of the lease.

Income recognised during the rent-free period 5 held as a debtor.

(xx) Formation costs

Formation (establishment) costs in respect to the Fund are expensed to the income
statement as they are incurred.
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Levsion Fraperty Fund No.3
Interim Financial Report
Hulf-vear ended 31 December 2005

Notes to the Financial Statements
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(d) AASE 1 Transitional exemptions

The Fund has made its election in relation to the transitional exemptions allowed by AASB 1

'First-time Adoption of Australian Equivalents to International Financial Reporting Standards'
as follows:

Business combinations
AASB 3 Business Combinations' was not applied retrospectively to past business
combinations (i.c. business combinations that occurred before the date of transition to AIFRS).

Exemption from the requirement to restate comparative information for AASB 132 and AASB
139

The Fund has elected to adopt this cxemption and has not applied AASB 132 TFinancial
Instruments: Presentation and Disclosure’ and

AASB 139 'Financial Instruments: Recognition and Measurement’ to its comparative
information.

(e) Impact of adoption of AIFRS
The impacts of adopting ATFRS on the total equity and profit after tax as reported under
Australian Accounting Standards applicable beforc

1 Janary 2005 (FAGAAP’) is illustrated below.

(i) Reconciliation of total equity as presented under AGAAP to that under AIFRS

Consolidated
Notes 30 June 31 December
2005 2004
$ $

Total equity under AGAAP 35,173,145 24,866,777
Adjustments to equity (net of tax):
Intangible Assets — Formation Costs (i) (1,100) 0
Intangible Asscts — Development Costs (it) (541,185) 0
Intangible Assets — Marketing Costs (1if) (415,893) 0
Fitout lease incentive amortisation (iv) (105,989) 0
Property Investments (iv) 1,086,926 0
Rental income — Straight Line ) 154,621 1,564
Tax effect of formation costs written off (1) 67,932
Adjustments to other reserves (net of tax):
Asset revaluation reserve (iv) (1,086,926) 0
Total equity under ATFRS 34,331,531 24,888,341
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Leyshon Property Fund No.3
Interim Finanelal Report
Half-year ended 31 December 2005

Notes to the Financial Statements (continued)
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(e) Impact of adoption of AIFRS (continued)

(1) Reconciliation of total equity as presented under AGAAP to that under AIFRS
(continued)

)
(ii)

(iii)

(iv)

V)

(vi)

Under AASB 138 Intangible Assets, formation costs have been expensed.

Under AASB 138 Intangible Assets, pre-development costs are to be expensed until such
time as the company commits to the development project. This will normally be when the
company has received a satisfactory Development Approval and the board has resolved

to proceed with the project. LDL3's previous accounting policy allowed for the
capitalisation of such costs.

Revenue and profit on development projects will not be brought to account until
completion of construction and settlement of the individual unit contracts.

Under AASB 138 Intangible Assets, marketing costs are to be expensed. LDL3’s

previous accounting policy allowed for the capitalisation of such costs where they were
specific to the project.

Under AASB 140 Investment Property fair value movements in investment properties are
recognised in the income statement. Previously movements were taken to the asset
revaluation reserve under AGAAP.

[ease incentives (re: fitoul) offered in relation to the ongoing operation of the property
have been separated from property investments and amortised over the period of the
lease.

Under AASB 117 Rental income arising on investment propertics is accounted for on a
straight-line basis for “fixed increasc leases™ over the lease term. Contingent rental
income is recognised as income in the periods in which it is earned.

Under AASB 112 Income Taxes requires the Fund to recognise deferred tax balances
according to the balance sheet liability method, rather than the income statement method.
The balance sheet liability method recognises deferred tax balances where there is a
differcnce between the carrying value of an asset or liability and its tax base.
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Leyshon Praperty Fund No.3
Interim Financial Report
Half-year ended 31 Dacember 20005

Notes to the Financial Statements (continued)
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
{continued)

{e) Impact of adoption of AIFRS (continued)

(1) Reconciliation of total equity as presented under AGAAP to that under AIFRS
(continued)

(vii) Under AASB 132 Financial Instruments: Disclosure and Presentation capitalised
bomrowing costs of a financial instrument have been allocated against the financial
instrument. This does not result in a change in net equity of the Fund.

The tax effect of the adjustments above led to an increase in deferred tax assets. The total
change in deferred tax assets is as follows:

Consclidated
30 June 31 December
2005 2004
$ $
Tax effect of the above adjusiments ((1) to (v)) 410,177 0
Tax ctfect of equity raising costs 0 0
Decrease in deferred tax liability . 410,177 0
(i) Reconciliation of net profit after tax under AGAAP to that under AIFRS
Consolidated
Year-ended Half-year ended
30 June 31 December
20035 2004
$ $

Profit after tax as previously reported 860,200 44 470
Intangible Asscts — Formation Costs (i) (1,100) 0
Intangible Assets — Development Costs (i1) (773,122) 0
Intangible Assets — Marketing Costs (iii) (594,133) 0
Fair value movement in investment properties  (iv) 1,086,926 0
Fitout lease incentive amortisation (iv) (105,989) 0
Rental income — Straight Linc (v) 154,621 1.564
Tax effect of formation costs written off (1) 67,932 0
Tax effect of the above adjustments (vi) 410,177 0
Profit after tax under AIFRS 1,105,512 46,034

(iii) Explanation of material adjustments to the cash flow statement

There arc no material differences between the cash flow stalement presented under AIFRS and
those previously presented under AGAAP.
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Leyshon Property Fund No.3
Interim Financial Report
Half-year endad 31 Decembar 2003

Notes to the Financial Statements (continued)
HALF-YEAR ENDED 31 DECEMBER 2005

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT
(continued)

(f) Change in Accounting Policy

The Fund has elected to adopt AASB 132 Financial Instruments: Presentation and Disclosure
and AASB 139 Financial Instruments: Recognition and Measurement applicable from

1 July 2005. In accordance with AASE 132 and AASB 139, the [air value of the effective
portion of cash flow hedging instruments (inferest ratc swaps) has been recorded directly to
equity as at 1 July 2005. Movements in the fair value of the effective portion of cash flow
hedging instruments in the period to 31 December 20035 of $9,917 has been recorded directly to
equity. In accordance with AASBI132, issued units of $16,007,909 that were previously
classificd within equity have been reclassified as debt as at 1 July 2003.

2. SEGMENT REPORTING

The following table represents the revenues and profit information regarding business
segments for the half-year periods ended 31 December 2005 and 31 December 2004.

Property Property Total
Development Investment
$ $ . $

31 December 2005

Segment revenue 379,259 1,533,443 1,912,702
Segment result (1,362,791) 1,932,410 569,620
31 December 2004

Segment revenue 11,275 79,231 90,506
Segment resull 8,259 37,773 46,034
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Leyshon Property Fund No.3
interim Financial Report
Hulf-year ended 31 December 2005

Notes to the Financial Statements (continued)
HALF-YEAR ENDED 31 DECEMBER 2005

Consolidated
6 months to Period to
31 December 31 December
2005 2004
3. REVENUE AND EXPENSES $ $
(a) Specific [tems
Profit before income tax expense includes the following
revenues and expenses whose disclosure is relevant in
explaining the performance of the entity.
(1) Revenue
Rents and sub-lease rentals 1,496,539 65,852
Reeoverable outgoings 114,412 987
Interest received 301,751 23,667
1,912,702 90,506
(if) Expenses
Interest and finance charges paid or payable to :

Other parties 555,936 31,913
Amortisation of Lease incentives (fitout) 178,708 0
Amortisation of borrowing costs 39 860 2 848
Expensing of development costs 2,156,668 )

‘ 2,931,181 34,761

4. DISTRIBUTIONS / DIVIDENDS PAID AND

PROPOSED

Capital distributions on stapled securities

(a) Capital distributions paid during the half-year

(8% per annum per stapled security paid quarterly in

arrcars) 705,753 0
(b) Capital distributions proposed during the half-year

(8% per annum per stapled security paid quarterly in

arrears) 705,754 60,990
1,411,507 60,950
Consolidated Consolidated

5. SECURITIES ISSUED 31 December 31 December 30 June 2005 30 June
2005 2005 No. of 2005
No. of $ Securities $

Securities
Issue of shares in LDL3 35,000,000 17,218,110 35,000,000 17,218,110
Issue of units in LPT3 35,000,000 14,596,402 35,000,000 16,007,909

Issue of stapled securifies in
the Fund 31,814,512 33,226,019

e
During the period 1 July to 31 December 2005, nil stapled securities were issued by the Fand

(21 December 2004 to 30 June 2005: 35,000,000).
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Notes to the Financial Statements (continued)

HALF-YEAR ENDED 31 DECEMBER 2005

6, INVESTMENT PROPERTIES HELD DIRECTLY

AND INVENTORY

Date Cost & Book Latest Date Last Valuer
Acquired Additions to Value Valuation | Valuation Notes
31/12/05 31/12/05 $000
$000 $000
99 Melbournc 21 Decemnber 25,913 28,215 28215 31 (1)
Street 2004 December
2005 i
London Woolstore | 21 December 42,027 41,433 51,358 | 8 November (ii)
2004 2004
Palm Beach Plaza 27 May 2005 11,599 11,599 12,615 | 28 October (ii1)
2005

(i) Fair value as assessed by the Directors of LCL in accordance with AASB 140.

(i)  Asvalued by LandMark White Brisbane Pty Ltd based on the gross realisation “as if
complete™ assessed through comparison with sirnilar projects in the immediate and
surrounding locality.

(iii)  As valued by DTZ Australia (Gold Ceast) based on a dircct comparison method as well

as the discounted cash [low development method.
7. CONTINGENT ASSETS AND LIABILITIES
There are no material contiﬁgent liabilities or contingent assets as at 31 December 2005.
8. BUSINESS COMBINATIONS

Under AIFRS one of the Fund’s entities is required to be a parent entity. LDL3 is recorded ay
the parent entity in these accounts to satisfy AIFRS requirements.

The Fund comprises LDL3 and LPT3. Shares issued in LDL3 are stapled to units issued in
LPT3 and are treated as one security. The stapled securities are quoted and traded together on
the BSX. The stapled securities cannot be traded or dealt with separately.

The two entities comprising the stapled group, remain separate legal entities in accordance

with the Corporations Act 2001, and are each required to comply with the reporting and
disclosure requirements of Accounting Standards and the Corporations Regulations 2001.
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Leyshon Praperty Fund Na.3
Inierim Financial Repore
Half-year ended 31 December 2005

Notes to the Financial Statements (continued)
HALF-YEAR ENDED 31 DECEMBER 2005

9. EVENTS AFTER THE BALANCE SHEET DATE

There have been no events of a material nature after the balance sheet date of 31 December
2005, to the date of this report.

10. CASH AND CASH EQUIVALENTS

Consolidated
6 months to Period to
31 December 31 December
2005 2004
$ $
{a) Reconciliation of cash
Cash at bank and on hand 8,730,678 9,855,415

For the purposes of the Cash Flow Statement, cash includes cash on hand and in banks and
investments in money market instrumnents, net of outstanding bank overdrafts. Cash at the end
of year as shown in the Cash Flow Statement is reconciled to the related items in the Balance
Sheet as detailed above.

Thete is no restriclion on the use of cash.

11. EARNINGS PER SECURITY

Consolidated
6 months to Period to
31 December 31 December
2005 2004
Earnings per security (cents) 1.7 0.9
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Leyshon Property Fund No.3
Tnterim Firancial Report
Half-year ended 31 December 2005

Directors’ Declaration
HALF-YEAR ENDED 31 DECEMBER 2005

In accordance with a resolution of the Directors of Leyshon Developments No. 3 Limited and
the Directors of Leyshon Corporation Limited as Trustee and Responsible Entity for Leyshon
Property Tmat No. 3, we state that:

In the opinion of the Directors:
(2) the financial statements and notes st out on pages 6 to 27:

(i) give a true and fair view of the financial position of the Fund as at 31 December 2005
and of its performance for the half-year ended on that date; and

(1) comply with Australian Accounting Standard AASE 134 ‘Tnterim Financial
Reporting’ and the Corporations Regulations 2001; and

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

On behalf of the Board
Leyshon Developments No. 3 Limited
ABN 56 111 628 589

R Byan Q

Director
Brisbanc, 16 March 2006

On behalf of the Board

Leyshon Corporation Limited as Trustee and
Respopsible Entity for Leyshon Property Trust No. 3
ABN50 090 257 480

G. McMahon
Director

Brisbane, 16 March 2006
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E’IERNST& YOUNG & 1 Eagle Streat ®Tel 61730113333
Brishane QLD 4000 Fax 61730113100
Australia

P{Y Box 7878
Waterfront Place
Brishane QLD 4001

Auditor’s Independence Declaration to the Directors of Leyshon Corporation
Limited as Responsible Entity of Leyshon Property Trust No.3

In relation to our review of the financial report of Leyshon Property Trust No.3 for the half-year
ended 31 December 2005, to the best of my knowledge and belief, there have been no
contraventions of the auditor independence requirements of the Corporations Act 2001 or any
applicable code of professional conduet.

b oy

Emst & Young

R J Réach
Pariner
16 March 2006

Liability limited by a scheme appraved under
TProfessional Standards Legislation
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,-_’IERNST& YOUNG & | Fagle Street & Tel 0173017 3333
Brisballwe QLD 4000 Fax 61 73011 3100
Australia

PO Box 7878
Waterfronl Place
Brishane QLD 4001

Independent review report to security holders of Leyshon Property Fund No.3

Scope

The financial report and directors ' and trustee's responsibility

The financial report comprises the balance sheet, income statement, cash flow statement, statement
of changcs in equity and accompanying notes to the financial statements for the consolidated entity
comprising both Leyshon Developments No.3 Limited and the entities it controlled during the
period (“The Fund™), and the directors” declaration for Leyshon Developments No.3 Limited and
Leyshon Corporation Limited ass Trustee and Responsible Entity for the Leyshon Property Trust
No.3, for the period ended 31 Decernber 2005.

The directors of Leyshon Developments No.3 Limited and the directors of Leyshon Corporation
Limited are responsible for preparing a financial report that gives a true and fair view of the
financial position and performance of the consolidated entity, and that complies with Accounting
Standard AASB 134 “Interim Financial Reporting”, in accordance with the Corporations Act 2001
and trust deed. This includes responsibility for the maintenance of adequate accounting records and
internal controls that are designed to prevent and detect fraud and error, and for the accounting
policies and accounting estimates inherent in the financial report.

Review approach

We conducted an independent review of the financial report in order to make a statement about it to
the security holders of the fund, and in order for the fund to lodge the financial report with the
Bendigo Stock Exchange and the Australian Securities and Investments Commission.

Our review was conducted in accordance with Australian Auditing Standards applicable to review
engagements, in order to state whether, on the basis of the procedures described, anything has come
to our attention that would indicate that the financial report is not presented fairly in accordance
with the Corporations Act 2001, trust deed, Accounting Standard AASB 134 “Interim Financial
Reporting” and other mandatory financial reporting requirements in Australia, so as to present a
view which is consistent with our understanding of the consolidated entity’s financial position, and
of its performance as represented by the results of its operations and cash flows.

A review is limited primarily to inquiries of fund personnel and analytical procedures applied to the
financial data, These pmcedu;res do not provide all the evidence that would be required in an audit,
thus the level of assurance is less than gwen in an audit. We have not perf0nned an audit and,
accordingly, we do not express an audit opinion.

Independence

We are independent of the fund, and have met the independence requirements of Anstralian
professional ethical pronouncements and the Corporations Act 2001. We have given to the
directors of Leyshon Developments No.3 Limited and the directors of the trustee of Leyshon
Property Trust No.3 a written Auditor’s Independence Declaration, a copy of which is included in
the Directors® Report.

Liakvility limited by a scheme approved under
Professional Standards Legislation
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S ERNST & YOUNG

Statcment

Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the financial report of the consolidated entity, comprising Leyshon Developments No.3
Limited and the entities it controlled during the period is not in accordance with:

(@)  the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of the consolidated entity at 31
December 2005 and of its performance for the period ended on that date; and

(i)  complying with Accounting Standard AASB 134 “Interim Financial Reporting” and
the Corporations Regulations 2001; and
other mandatory financial reporting requirements in Australia.

£ e

Ermnst & Young

RJIRo
Partner
Brisbane

16 March 2006
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