Appendix 4E

Preliminary final report
for the year ended 31 December 2017

Name of entity RNY Property Trust

ARSN 115 585 709

Reporting period Twelve month period ended 31 December 2017
Previous corresponding period Twelve month period ended 31 December 2016

Results for announcement to market

Financial Performance

A $°000

Revenue/(loss) from ordinary activities Up 34.8% to (31,391)

Profit/(loss) from ordinary activities after tax attributable to unitholders Up 34.8% to (32,975)

Net profit/(loss) for the period attributable to unitholders Up 34.8% to (32,975)
Distributions

Current Period Amount per unit Tax Deferred

Final Distribution Nil N/A

Interim Distribution Nil N/A

Total Nil N/A

Previous Corresponding Period:

Final Distribution Nil N/A

Interim Distributions Nil N/A

Total Nil N/A

Record date for determining entitlement to the distribution for the period N/A

ended 31 December 2017

Date the December 2017 distribution is payable N/A

Tax advantage component of the December 2017 distribution N/A

The taxable component of the December 2017 distribution comprises:

Australian sourced income Nil%

Foreign sourced income Nil%

Foreign tax credit per unit Nil

Disclosures in this report

This preliminary final report does not include all the notes of the type normally included in an Annual Financial Report.
Accordingly, it is recommended that this report be read in conjunction with the Annual Report of RNY Property Trust for the
year ended 31 December 2016 together with any public announcements made by the Trust during the year ended 31
December 2017 in accordance with the continuous disclosure requirements of the Listing Rules of the Australian Securities
Exchange.
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Directors’ Report

The directors of RNY Australia Management Limited (“RAML”), the Responsible Entity of RNY Property
Trust (“RNY” or the “Trust”), present their report together with the financial report of the Trust and its
controlled entity, together known as the “Group”, for the year ended 31 December 2017.

Directors
The names of the persons who served on the Board of Directors of the Responsible Entity (the “Board”) at any
time during or since the end of the financial year are:

Scott Rechler

Michael Maturo

Jason Barnett

Philip Meagher

Mervyn Peacock

William Robinson (resigned 11 August 2017)

Details of director’s qualifications, experience and special responsibilities together with details of meetings
held and attendances are contained in the Corporate Governance section of the Annual Report.

RNY Australia Management Limited, the Responsible Entity is incorporated in Australia and has its principal
place of business at Suite 503, Level 5, 115 Pitt Street, Sydney, NSW 2000.

Company Secretary of the Responsible Entity
Mr Francis Sheehan

Degree in Law, Bachelor of Science

23 years experience in legal and compliance matters

Relevant Interests in the Trust
At the date of this report, none of the directors, held units directly or indirectly in the Trust

The directors are not party to any contract to which the directors may be entitled to a benefit that confers a
right to call for or deliver interests in the Trust.

Principal activity

The Trust is a registered managed investment scheme domiciled in Australia and has its principal place of
business at Level 5, 115 Pitt Street, Sydney, NSW 2000. The Trust has a 100% interest in RNY Australia LPT
Corp. (the “US REIT”), which in turn has a 75% interest in RNY Australia Operating Company LLC (the “US
LLC”), a Delaware Limited Liability Company that as of 31 December 2017 owned 5 office properties (2016:
18 office properties) in the New York Tri-State area. The principal activity during the financial year has been
holding investments in the commercial office markets of the New York Tri-State area in the United States (the
“US”), which is in accordance with the stated investment strategy as set out in the Product Disclosure
Statement dated 15 August 2005. During 2017, the Group’s management took a more proactive approach to
marketing properties in advance of debt maturities, and as required by the modification of the mezzanine loan
(the “Mezz Loan”) on 8 July 2016. As part of such Mezz Loan modification, the Group was required to have
the 9 properties, which serve as collateral for the Mezz Loan, under contract to be sold by 31 December 2016.
During 2017: (i) 8 of the 9 properties were sold and (ii) the Group assigned its interest in the remaining
property to the Mezz Loan lender. Following this event, the property asset was derecognised and the financial
liability was extinguished. Additionally, during 2017, the Group sold an additional 3 properties.
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Directors’ Report

Distributions
No distributions were paid to unitholders for the year ended 31 December 2017 and no provision for
distribution has been recognised in the financial statements.

Funding

At 31 December 2017, with regards to the US LLC’s non-recourse secured loan (the “ACORE Loan”), the US
LLC had approximately US$569,619 (31 December 2016: US$902,349) in a lender controlled cash account
under the ACORE Loan. The lender controlled cash account is used to fund operating expenses, debt service
and reserve accounts on a monthly basis. The reserve accounts are used to fund real estate taxes, insurance,
capital improvements and tenanting costs. At 31 December 2017, the US LLC had approximately
US$1,263,086 (31 December 2016: US$6,798,707) in lender controlled reserve accounts. Such amounts are
reflected in share of US LLC’s other assets in the accompanying balance sheet.

On 27 July 2017, ACORE Capital (“ACORE”), the lender of the ACORE Loan, issued notice to the borrower
and US LLC confirming that the loan is in default and demanding that the borrower parties and US LLC
preserve all available cash in a segregated account to satisfy all outstanding obligations to the lender under the
loan documents. The US LLC believes, after consulting with counsel, that lender’s demands are overreaching
and excessive. During August 2017, the US LLC engaged in settlement discussions with ACORE regarding
such matters. The US LLC and ACORE mutually agreed to discontinue settlement discussions to wait for the
outcome of Aurora Funds Management Ltd (“Aurora”) (the Trust’s largest unitholder with 81% of the Trust’s
units) attempt to become or install a third-party as Responsible Entity of the Trust.

Review of Operations

Results

The consolidated loss of the Group is presented in the Statement of Comprehensive Income. Net loss
attributable to the members of the Group for the year ended 31 December 2017 was $32,975,307 (2016: Loss
$50,591,701).

Significant changes in the state of affairs

At 31 December 2017 the Group’s management internally revalued the remaining 5 properties in the portfolio.
Utilizing these internal valuations resulted in a 25.5% decrease in the portfolio’s value from 31 December
2016.

Matters subsequent to the end of the financial year

Unitholder meeting:

On 12 February 2018, at a unitholder meeting requested by Aurora, the following resolutions were passed: (i)
to remove RAML as Responsible Entity of the Trust, and (ii) to appoint Huntley Management Ltd (“Huntley™)
as Responsible Entity of the Trust. However, the change of Responsible Entity will not be lodged with ASIC
until Huntley receives a license variation from ASIC allowing it to hold such position. The Group’s
management is unsure how long it will take Huntley to obtain such license variation, or if Huntley will be
successful in obtaining such license variation.
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Directors’ Report

Likely developments and expected results of operations

The Group’s management is currently waiting for Aurora to obtain approval from ASIC for the appointment of
Huntley as the new Responsible Entity of the Trust as discussed above. The Group’s management is concerned
that Huntley may not be successful in obtaining the requested license variation and that Aurora may not be
able to find a third-party operator to become Responsible Entity of the Trust and effectuate its strategy for the
remaining properties of RNY. In the above-mentioned scenario, the Group’s management will have no choice
but to assume that it will remain Responsible Entity of the Trust, and that it should act on its long-standing
view as to what is in the interest of unitholders, which is to wind up the Trust. The sale of any asset, in
connection with the completion of such strategy, is subject to the approval of ACORE.

If Huntley is successful in being appointed as Responsible Entity of the Trust, the Group expects that Huntley
will act on the publicly stated intent of Aurora to maintain ownership of the existing properties and not wind-
up the Trust.

Units on issue
The Trust had 263,413,889 fully paid units on issue at 31 December 2017 (31 December 2016: 263,413,889
fully paid units).

Trust Assets
At 31 December 2017, the Trust’s total assets held amounted to $6,356,968 (2016: $51,202,427). The basis for
valuation of these assets is disclosed in Note 2 of the financial statements.

Fees paid to the Responsible Entity

Asset Management Fees amounting to $205,980 (2016: $388,431) were paid to the Responsible Entity for the
year. The Responsible Entity was also reimbursed for expenses amounting to $101,433 (2016: $125,991) for
the year ended 31 December 2017.

Interests of Responsible Entity
The Responsible Entity held no units in the Trust at the year end.

Indemnification and Insurance of Officers and Auditors

During the years ended 31 December 2017 and 2016, the Trust was charged for insurance premiums incurred
by the Responsible Entity in relation to an insurance policy which provides cover to directors and officers of
the Responsible Entity. So long as the officers of RAML act in accordance with the Trust Constitution and the
Law, the officers remain indemnified out of the assets of the Trust against losses incurred while acting on
behalf of the Trust. The disclosure of the nature of the liability and the amount of the premium paid is
prohibited under the insurance contract.

To the extent permitted by law, the Company has agreed to indemnify its auditors, Ernst & Young Australia,
as part of the terms of its audit engagement agreement against claims by third parties arising from the audit
(for an unspecified amount). No payment has been made to indemnify Ernst & Young during or since the
financial year.

Rounding of Amounts

Amounts in the financial report have been rounded to the nearest thousand dollars per ASIC Corporations
(Rounding in Financial/Directors Reports) Instrument 2016/191. The Trust is an entity to which the instrument
applies.
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Directors’ Report

Corporate Governance

The directors of the Responsible Entity support the principles of corporate governance. The Responsible
Entity’s corporate governance statement is contained in the Corporate Governance section of the Annual
Report.

Board Committees

At the date of this report, the Responsible Entity had an Audit and Risk Management Committee and a
Compliance Committee. The responsibilities of these committees are described in the Corporate Governance
Statement included in the Annual Report.

Auditor Independence and Non-audit Services
A copy of the auditor’s independence declaration as required under section 307c of the Corporations Act 2001
immediately follows this report.

Details of non-audit services provided by the Trust’s auditor, Ernst & Young (EY) are set out in Note 25 to the
financial statements. The directors are satisfied that the provision of non-audit services provided by EY as the
external auditor is compatible with the general standard of independence for auditors imposed by the

Corporations Act. The nature and scope of the non-audit services provided did not compromise the auditor
independence requirements of the Corporations Act.

This Report is made in accordance with a resolution of the Board of Directors.

/s/ Philip Meagher

Philip Meagher, Director
Dated this 9™ day of March 2018 in Sydney
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121 Marcus Clarke Street Tel: +61 2 6267 3888
Canberra ACT 2600 Australia Fax: +61 2 6246 1500
EY GPO Box 281 Canberra ACT 2601 ey.com/au

Building a better
working world

Auditor's Independence Declaration to the Directors of RNY Australia
Management Limited, as Responsible Entity of RNY Property Trust

As lead auditor for the audit of RNY Property Trust for the financial year ended 31 December 2017, |
declare to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of RNY Property Trust and the entities it controlled during the financial year.

Rinsd j’\}vﬂﬂ/

Ernst & Young

\

\\

jﬁﬁw\/
Anthony Ewan

Partner
9 March 2018

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation



Statement of Comprehensive Income
year ended 31 December 2017

Note

CONTINUING OPERATIONS

Share of net loss of US LLC
Rental income from investment properties
Property related expenses
Net rental income

Other income
Gain on remeasurement of mezzanine loan 6(a)
Borrowing costs
Loss on sale of property
Other expenses
Net income from US LLC before fair value adjustments
Loss from investment property revaluations
Total share of net loss from US LLC
Interest income
Total loss and other income

Expenses

Administration expenses

Finance costs

Management fees

Other expenses 3
Total expenses

Loss from continuing operations before tax expense
US withholding tax 4

NET LOSS FROM CONTINUING OPERATIONS AFTER TAX

OTHER COMPREHENSIVE INCOME - RECYCLABLE
Foreign currency translation difference (net of tax)
Gain on financial instrument hedge (net of tax) 6(c)

Other comprehensive (loss) gain for the year, net of tax

TOTAL COMPREHENSIVE LOSS FOR THE YEAR

Basic and diluted loss per unit from continuing operations (cents) 16(a)

The above Statement of Comprehensive Income should be read in conjunction with the accompanying notes.

RNY Property Trust

Consolidated

2017 2016
$°000 $°000
26,877 54,260

(16,989)  (31,972)

9,888 22,288
1,131 950
2,523 16,229

(15,037)  (18,818)
(3,683) (1,482)
(1,556) (2,184)
(6,734) 16,983

(24,658)  (65,125)

(31,392)  (48,142)

1 1
(31,391)  (48,141)
(341) (271)
(321) (371)
(631) (1,527)
(291) (282)
(1,584) (2,451)
(32,975)  (50,592)
(32,975)  (50,592)
(5,693) 842
244 726
(5,449) 1,568
(38,424)  (49,024)
(12.52) (19.21)
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Current assets

Cash and cash equivalents
Trade and other receivables
Other current assets

Total current assets

Non-current assets

Investments held in US LLC
Share of US LLC’s investment properties
Share of US LLC’s liabilities
Share of US LLC’s other assets

Total investment held in US LLC

Total non-current assets

Total assets

Current liabilities
Related party payables
Trade and other payables
Total current liabilities

Non-current liabilities
Preferred shares

Total non-current liabilities
Total liabilities

Net assets

Unitholders’ Equity
Units on Issue

Reserves
Accumulated deficit
TOTAL EQUITY

Note

15(h)

10

11
12

Balance Sheet

as at 31 December 2017

Consolidated

The above Balance Sheet should be read in conjunction with the accompanying notes.

RNY Property Trust

31Dec17 31Dec16
$°000 $°000
5,206 59
11 14
88 30
5,305 103
65,288 287,915
(70,650)  (266,625)
6,414 29,809
1,052 51,099
1,052 51,099
6,357 51,202
- 6,231
1,327 1,504
1,327 7,735
160 173
160 173
1,487 7,908
4,870 43,294
251,377 251,377
1,384 6,833
(247,891)  (214,916)
4,870 43,294
Page 8



Cash flows from operating activities
Payments to suppliers
Distributions received from US LLC
Interest received
Net cash inflow/(outflow) from operating activities

Cash flows from investing activities
Investment in joint venture entities
Net cash flow from investing activities

Cash flows from financing activities
Repayment of related party borrowings
Net cash flow from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Net foreign exchange differences

Cash and cash equivalents at end of year

Cash Flow Statement

year ended 31 December 2017

Note

15(a)

15(b)

Consolidated

2017 2016
$°000 $°000
(1,499)  (1,504)
15,722 1,436
1 1
14,224 (67)
(2,866) -
(2,866) -
(6,200) -
(6,200) -
5,158 (67)
59 127
(11) 1)
5,206 59

The above Cash Flow Statement should be read in conjunction with the accompanying notes.

RNY Property Trust
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Statement of Changes in Equity
year ended 31 December 2017

Note Unitson | Accumulated Reserves Total
Issue Deficit Equity
$°000 $°000 $°000 $°000
CONSOLIDATED
At 31 December 2015 251,377 (164,324) 5,265 92,318
Fair value movement of derivatives
- recyclable 12 - - 726 726
Foreign currency translations taken to equity
- recyclable 12 - - 842 842
Loss for the year - (50,592) - (50,592)
Total comprehensive loss for the year, net of tax - (50,592) 1,568 (49,024)
Distributions - - - -
At 31 December 2016 251,377 (214,916) 6,833 43,294
Fair value movement of derivatives
- recyclable - - 244 244
Foreign currency translations taken to equity
- recyclable - - (5,693) (5,693)
Loss for the year - (32,975) - (32,975)
Total comprehensive loss for the year, net of tax - (32,975) (5,449) (38,424)
Distributions - - - -
At 31 December 2017 251,377 (247,891) 1,384 4,870

The Statement of Changes in Equity should be read in conjunction with the accompanying notes.

RNY Property Trust
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Notes to the Financial Statements
year ended 31 December 2017
1. Corporate Information
The financial report of the Trust for the year ended 31 December 2017 was authorised for issue in
accordance with a resolution of the directors on 9" March 2018.

The Trust was constituted on 2 August 2005. The Responsible Entity of the Trust is RNY Australia
Management Limited (“RAML”). The Responsible Entity’s registered office is at Suite 503, Level 5,
115 Pitt Street, Sydney, NSW 2000.

RNY Property Trust (“RNY” or the “Trust”) is a trust limited by units incorporated in Australia.
These units are publicly traded on the Australian Stock Exchange.

2. Summary of Significant Accounting Policies

(a) Basis of Preparation

This general purpose financial report has been prepared in accordance with the requirements of the
Trust Constitution, Australian Accounting Standards, other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Act 2001.

The consolidated financial statements comprise the financial statements of the Trust and its
subsidiary, RNY Australia LPT Corporation (the “US REIT”), together known as the “Group”.

The financial report is prepared in accordance with the historical cost convention except for
investment properties and derivatives that are held at fair value.

With regard to the ACORE Loan, the US LLC, as the guarantor of certain equity funding obligations
under the loan, is in violation of the net worth requirement (as of 31 December 2016) and the liquidity
requirement (as of 1 January 2017). The US LLC failed to cure the violations within sixty days which
is an event of default pursuant to the loan documents. During the continuance of an event of default,
in addition to other rights and remedies available to ACORE pursuant to the loan documents, ACORE
may charge interest at the default rate and/or declare the loan to be immediately due and payable. On
27 July 2017, ACORE issued notice to the borrower and US LLC confirming that the loan is in
default and demanding that the borrowers and US LLC preserve all available cash in a segregated
account to satisfy outstanding obligations to the lender under the loan documents. The US LLC
believes, after consulting with counsel, that ACORE’s demands are overreaching and excessive.
During August 2017, the US LLC engaged in settlement discussions with ACORE regarding such
matters. The US LLC and ACORE mutually agreed to discontinue settlement discussions to wait for
the outcome of the Aurora Funds Management Ltd (“Aurora”, the Trust’s majority unitholder)
attempt to install Huntley Management Ltd (“Huntley”) as Responsible Entity of the Trust. If Aurora
is successful, and Huntley is appointed as Responsible Entity of the Trust the US LLC expects they
will act on their publicly stated intention to maintain ownership of the existing properties and not
wind-up the Trust. The appointment of Huntley as Responsible Entity of the Trust is subject to
ASIC’s approval of their license variation application. If Aurora and Huntley are unsuccessful, then
RAML will assume that it will remain Responsible Entity of the Trust and will act on its long-
standing view as to what is in the interest of unitholders, which is to wind up the Trust. The sale of
any asset, in connection with the wind up of the Trust, is subject to ACORE’s approval. At 31
December 2017, the US LLC recorded approximately US$2.8 million in interest at the default rate.

All secured borrowings are non-recourse loans with exposure generally being limited to the properties
pledged for each loan facility.
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Notes to the Financial Statements
year ended 31 December 2017
2. Basis of Preparation (continued)
(@) Basis of Preparation (continued)
The financial report is presented in Australian dollars and all values are rounded to the nearest
thousand dollars per Corporations Instrument 2016/191.

(b) Statement of Compliance
The financial report complies with Australian Accounting Standards and International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board.

The accounting policies adopted are consistent with those of the previous financial year except as
follows:

The Trust has adopted the following Standards as of 1 January 2017. Adoption of these Standards did
not have any material effect on the financial position or performance of the Trust:

AASB 9 Financial Instruments - Addresses the classification, measurement and de-recognition
of financial assets and financial liabilities and also sets out new rules for hedge accounting.
The Group does not expect a material impact to the Group’s accounting for financial
instruments.

AASB 15 — Revenue from contracts with customers - Establishes a comprehensive framework for
determining whether, how much, and when revenue is recognised. It replaces existing
revenue recognition guidance, including AASB 118 Revenue and AASB 111Construction
Contracts

Australian Accounting Standards (“AAS”) and Interpretations that have been issued during the period
or amended but are not yet effective which may have an impact, but have not been adopted by the
Group for the annual reporting period ended 31 December 2017 are as follows.

Reference Title Summary Application | Impact on Application
Date of Group Date for
Standard* Financial Group*
Report
AASB 16 Leases This standard contains 1 Jan 2019 Refer note 1Jan 2019
requirements about lease below**

classification and the recognition,
measurement and presentation
and disclosures of leases for

lessees and lessors

*Designates the beginning of the applicable annual reporting period

**At 31 December 2017 an assessment has been made by management as to the impact of the above
Accounting Standards on the financial report. Management has concluded that there will be no
material impact from the adoption of AASB 16. We will continue to assess the impact of future
applicable standards and interpretations as they come into effect.
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Notes to the Financial Statements
year ended 31 December 2017
2. Summary of Significant Accounting Policies (continued)
(c) Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Trust and its subsidiary
as at 31 December 2017. Information from the financial statements of the consolidated entity is
included from the date the parent entity obtained control.

Adjustments are made to bring into line any dissimilar accounting policies that may exist.

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

(d) Significant accounting judgments, estimates and assumptions

(i) Significant accounting judgments

Management has made the following judgments, apart from those involving estimations, which have
the most significant effect on the amounts recognised in the financial statements:

Accounting for Investment in USLLC
Under the control model established in Accounting Standard AASB 10: Consolidated Financial
Statements, management has determined that the Group does not have control of its joint venture
partner, the US LLC, to be able to consolidate this entity. Accordingly, US LLC is accounted for
using the equity method of accounting.

Classification of leases as operating leases

Space in each of the investment properties owned by US LLC is leased to third parties. US LLC
retains all the significant risks and rewards of ownership of these properties and has accordingly
classified the leases as operating leases.

(ii) Significant estimates and assumptions

The financial report has been prepared on a going concern basis because the Trust expects to be able
to pay its debts as and when they fall due in the ordinary course of business for the next twelve
months. Refer to Note 2(a) for further details of issues involved in the going concern assumption.

The carrying amounts of certain assets and liabilities are often determined based on estimates and
assumptions of future events. There are no key estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of certain assets and liabilities within the
next annual reporting period apart from the following assumptions:

Fair value of investment properties held by the US LLC — refer Note 2(I) and Note 7
Carrying value of commercial mortgages held by the US LLC — refer Note 2(n) and Note 6

RNY Property Trust Page 13



Notes to the Financial Statements
year ended 31 December 2017
2. Summary of Significant Accounting Policies (continued)
(e) Provision for distribution
A provision for distribution is recognised in the balance sheet if the distribution has been declared or
publicly recommended on or before balance date.

(F) Cash and cash equivalents

Cash at bank and short term deposits are stated at nominal values. For the purpose of the statement of
cash flows, cash includes deposits at call, which are readily convertible to cash on hand and are
subject to an insignificant risk of changes in value.

(g) Trade and other receivables

Trade receivables are recognised and carried at original invoice amount, less a provision for any
uncollectible debts.

The collectability of debts is assessed on an ongoing basis and specific provision is made for any
doubtful accounts when collection of the full amount is no longer probable. Bad debts are written off
when identified.

(h) Creditors and accruals

Liabilities are recognised for amounts to be paid in the future for services received, whether or not
billed. Creditors are normally settled within 30 days. Liabilities for creditors are carried at the original
invoice amount.

(1) Borrowing costs
Borrowing costs are recognised as expenses in the period in which they are incurred, with the
exception of certain loan establishment costs which are amortised over the life of the loan.
Borrowing costs include:
o Interest on bank overdrafts and short-term and long-term borrowings.
e Amortisation of ancillary costs incurred in connection with the arrangement of borrowings.

(J) Investments in Controlled Entities

The Trust’s direct investment in its subsidiary, the US REIT, is carried at cost in the parent entity, less
any adjustment for impairment. Balances and transactions between the Trust and US REIT have been
eliminated in preparing the consolidated financial statements.
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Notes to the Financial Statements
year ended 31 December 2017
2. Summary of Significant Accounting Policies (continued)
(k) Investments in joint ventures
The Trust holds an indirect investment in its joint venture, the US LLC, through its subsidiary, the US
REIT. The US LLC is a joint venture in which the Trust has joint control and is accounted for using
the equity method of accounting in the consolidated financial statements.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint control is the contractually agreed
sharing of control of an arrangement, which exists only when decisions about the relevant activities
require unanimous consent of the parties sharing control. The considerations made in determining
joint control are similar to those necessary to determine control over subsidiaries.

Under the equity method, the investment in a joint venture is initially recognised at cost. The carrying
amount of the investment is adjusted to recognise changes in the Group’s share of net assets of the
joint venture since acquisition date. Goodwill relating to the joint venture is included in the carrying
amount of the investment and is neither amortised nor individually tested for impairment.

The statement of profit or loss reflects the Group’s share of the results of operations of the joint
venture. Any change in the OCI of the investee is presented as part of the Group’s OCI. In addition,
when there has been a change recognised directly in the equity of the joint venture, the Group
recognises a share of any changes, when applicable, in the statement of changes in equity. Unrealised
gains and losses between the Group and the joint venture are eliminated to the extent of the interest in
the joint venture.

The aggregate of the Group’s share of profit or loss from continuing operations after tax of the joint
venture is shown on the face of the statement of profit or loss as “Share of net loss of US LLC”. The
joint venture’s share of other comprehensive income or loss is detailed in Note 6(c) to these accounts.

The financial statements of the joint venture are prepared for the same reporting period as the Group.
When necessary, adjustments are made to bring the accounting policies in line with those of the
Group.

After application of the equity method, the Group determines whether it is necessary to recognise an
impairment loss on its investment in joint venture. At each reporting date, the Group determines
whether there is objective evidence that the investment in the joint venture is impaired. If there is
evidence, the Group calculates the amount of the impairment as the difference between the
recoverable amount of the associate or joint venture and its carrying value, then recognises the loss in
calculating the “Share of net loss of US LLC” in the statement of comprehensive income.
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Notes to the Financial Statements
year ended 31 December 2017

2. Summary of Significant Accounting Policies (continued)
() Investment Properties held by joint ventures
The joint venture’s investment properties are carried at fair value. Independent valuations of
investment properties are obtained at intervals of not more than three years from suitably qualified
property valuers. Such valuations are reflected in the carrying value of the associate. Notwithstanding,
the directors of US REIT and the Responsible Entity assess the carrying value of each investment
property at each reporting date to ensure that the carrying value does not materially differ from its fair
value. Where the carrying value differs from fair value, the relevant assets are adjusted to their fair
value. The joint ventures properties held for sale are carried either at contracted sales price where a
contract for sale has been entered into or at fair value as detailed above where no contract for sale
exists.

The prime valuation methodology used by the property valuers in determining fair value, is to
discount the expected net cash flows to their present value using a market determined risk-adjusted
discount rate applicable to the respective asset. For assets which have not been externally valued at
reporting date, a similar valuation methodology has been used by the directors of RAML. Changes in
fair value of an investment property are recorded in the statement of comprehensive income as part of
the share of net income or loss from the US LLC. At 31 December 2017, internal valuations were
performed on all of the joint venture’s investment properties based on representative market
capitalisation rates. At 31 December 2016, independent valuations were obtained for seven of the
joint venture’s properties and the remaining eleven properties were valued at the sales price as per the
signed contracts for the sales of such properties.

Expenditure capitalised to properties include the costs of acquisition, capital and refurbishment
additions. Land and buildings are considered to have the function of an investment and are therefore
regarded as a composite asset. The buildings and components thereof (including plant and equipment)
are not depreciated.
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Notes to the Financial Statements
year ended 31 December 2017
2. Summary of Significant Accounting Policies (continued)
(m) Foreign currencies
Translation of foreign currency transactions
The functional and presentation currency of the parent entity is Australian dollars.

Transactions in foreign currencies are converted to local currency at the rate of exchange ruling at the
date of the transaction.

Foreign currency monetary items that are outstanding at the reporting date (other than monetary items
arising under foreign currency contracts where the exchange rate for that monetary item is fixed in the
contract) are translated using the spot rate at the reporting date. At 31 December 2017, a spot rate of
A$1.00 = US$0.78 was used (31 December 2016: A$1.00 = US$0.72).

Exchange differences arising from amounts payable and receivable are treated as operating revenue or
expense in the period in which they arise, except for a monetary item arising under a foreign currency
contract outstanding at the reporting date where the exchange rate for the monetary item is fixed in the
contract and is translated at the exchange rate fixed in the contract.

Translation of financial reports of foreign operations
The functional currency of RNY’s controlled entity and equity accounted investment is United States
dollars.

As at the reporting date, the assets and liabilities of these entities are translated into the presentation
currency of RNY at the rate of exchange ruling at the balance sheet date and the Statement of
Comprehensive Income is translated at the average exchange rates for the period. The exchange
differences arising on the retranslation are taken directly to the foreign currency translation reserve.

(n) Interest bearing loans and borrowings

Loans and borrowings are initially recognised at fair value of the consideration received less directly
attributable transaction costs and are subsequently measured at amortised cost using the effective
interest rate method.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled,
or expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the de-recognition of the original liability and the recognition
of a new liability. The difference in the respective carrying amounts is recognised in the income
statement.

(o) Contributed Equity

Issued capital is recognised at the fair value of the consideration received by the Trust. Any
transaction costs arising on the issue of ordinary units are recognised directly in equity as a reduction
of the unit proceeds received.
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Notes to the Financial Statements
year ended 31 December 2017

2. Summary of Significant Accounting Policies (continued)
(p) Revenue
Revenue from rents, interest and distributions is 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. Rental income earned under
leases with fixed increases is recognised in income on a straight line basis over the lease term.

(q) Earnings per unit (EPU)

Basic EPU is calculated as net profit attributable to members divided by the weighted average humber
of ordinary units. Diluted EPU is calculated as the net profit attributable to members divided by the
weighted average number of ordinary units adjusted for the effects of all dilutive potential ordinary
units. RNY has no dilutive potential ordinary units therefore its basic and diluted EPU are the same.

(r) Taxes

Income Tax

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

Under the US Internal Revenue Code, US REIT has elected to be taxed as a Real Estate Investment
Trust (REIT), and on this basis, US REIT should not be subject to US federal income taxes to the
extent that it distributes annually all of its taxable income and capital gains to its shareholders. In
order to maintain its qualification as a REIT, US REIT must distribute at least 90% of its taxable
income (net of capital gains) to its shareholders annually.

Under current Australian tax legislation, unitholders of RNY may be entitled to receive a foreign tax
credit for United States withholding tax deducted from dividends and interest paid to RNY by US
REIT.

The Trust may realise a capital gain or loss on sale or transfer of its US investments that may attract a
US tax liability. If a capital gain is distributed, a US withholding tax liability may arise and give rise
to a foreign tax credit which would be available to Australian unitholders.

Under AIFRS, a deferred tax liability or asset must be recognised based on movements in the carrying
value and tax cost base of investment property assets, with any movements reflected in the Statement
of Comprehensive Income as a tax expense or benefit. The US tax rate of 15% is applicable for the
valuation uplift on such investment property assets which are held for use.

Goods and Services Tax

Revenues, expenses and assets (with the exception of receivables) are recognised net of the amount of
Goods and Services Tax (GST) to the extent that the GST is recoverable from the taxation authority.
Where GST is not recoverable, it is recognised as part of the cost of acquisition, or as an expense.
Receivables and payables are stated inclusive of GST. The net amount of GST recoverable from or
payable to the taxation authority is included in the balance sheet as a receivable or a payable.

Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of cash

flows arising from investing and financing activities, which is recoverable from, or payable to, the
taxation authority is classified as part of operating cash flows.
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Notes to the Financial Statements
year ended 31 December 2017

2. Summary of Significant Accounting Policies (continued)
(s) Impairment of Assets
The directors of the Responsible Entity, US REIT and US LLC assess at each reporting date whether
there is an indication that an asset may be impaired. If any such indication exists, an estimate is made
of the asset’s recoverable amount. When the carrying amount of an asset exceeds its recoverable
amount the asset is considered impaired and written down to its recoverable amount.

(t) Comparatives

Where necessary, comparative information has been reclassified to conform with changes in
presentation in these financial statements.
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3. Other expenses

Administration & marketing
Consulting fees
Insurance

4. Income tax benefit

(a) Income tax benefit
Deferred US withholding tax benefit

(b) Reconciliation of withholding tax expense
The prima facie tax on profit before tax expense is
reconciled to the tax benefit provided in the

financial statements as follows:
Net loss before tax benefit

Prima facie US withholding tax benefit at the US rate
of 15% (2016: 15%)

Tax effect of amounts that are not assessable for
withholding tax purposes

US withholding tax expense

Refer Note 14 for details of Deferred Tax Assets.

5. Trade and other receivables

Other receivables

Notes to the Financial Statements
year ended 31 December 2017

Consolidated
2017 2016
$°000 $°000

85 60
73 71
133 151
291 282

(32,975)  (50,592)

(4,946) (7,589)

4,946 7,589

Consolidated
2017 2016
$°000 $°000

11 14

There are no past due or impaired receivables in the balances above.
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6. Investments in joint ventures

Investment in joint venture
Other details are as follows:
Entity

RNY Australia Operating Company LLC
(“USLLC”)

Notes to the Financial Statements
year ended 31 December 2017

Consolidated
2017 2016
$°000 $°000

1,052 51,099

Date Payment Country of  Ownership
Acquired  Consideration incorporation interest
21 Sep 05 Cash  United States 75%

RNY has a 100% interest in RNY Australia LPT Corp. (US REIT), which in turn has a 75% interest
in RNY Australia Operating Company LLC (US LLC), a Delaware Limited Liability Company that as
of 31 December 2017 owned 5 office properties (2016: 18 office properties) in the New York Tri-
State area. The owner of the remaining 25% interest is an affiliate of RXR Realty LLC, a private
enterprise founded by Messrs. Rechler, Maturo and Barnett (three of the directors of the Trust).

Under the structure created above, RNY (through the US REIT) and RXR exercise joint control over
the property investments held in the US LLC. RXR has retained considerable decision making rights
in relation to the control of the US LLC, both during the US LLC’s operation and in the event of
winding up. Accordingly, the Group has adopted the equity method of accounting for its investment in

the US LLC.
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6. Investments in joint ventures (continued)

Notes to the Financial Statements
year ended 31 December 2017

The following table illustrates summarised financial information relating to the investment in RNY

Australia Operating Company LLC:

2017 2016
Note $°000 $°000
Movements in carrying amounts
Carrying amount at the beginning of the year 51,099 98,985
Distributions received (15,722) (1,436)
Share of loss of joint venture (31,392)  (48,142)
Share of other comprehensive income of joint venture 244 726
Investment in joint venture entities 2,866 -
Effect of changes in exchange rates (6,043) 966
Carrying amount at the end of the year 1,052 51,099
Balance Sheet of US LLC
Current assets
Cash and cash equivalents @ 6,723 25,712
Trade and other receivables 299 1,322
Other current assets 1,529 6,481
Properties held for sale - 208,514
8,551 242,029
Non-current assets
Investment properties 87,051 175,372
Other non-current assets - 6,231
87,051 181,603
Total Assets 95,602 423,632
Current liabilities 6(a)(i) 94,200 355,500
Total Liabilities 94,200 355,500
Equity of US LLC 1,402 68,132
Proportion of the Group’s ownership 75% 75%
Carrying amount of the investment 1,052 51,099
0] Certain cash included above is subject to control by certain lenders. Refer to Note 6(e) for further
details.
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6. Investments in joint ventures (continued)
(a) Share of US LLC liabilities
(i) Current liabilities comprise:

Notes to the Financial Statements

year ended 31 December 2017

Facility US $°000 | US$°000 | AUD $°000 | AUD $°000 Int Maturity
@ 100% | @ 100% @ 100% @ 100% Rate Date
2017 2016 2017 2016
Trade & other creditors 2,404 6,622 3,083 9,151 n/a Current
Accrued mortgage interest 3,211 13,798 4,116 19,069 | see note (b) Current
Interest rate swap — current - 235 - 325 Current
Fixed rate commercial
mortgages
ISB Loan - 26,628 - 36,801 4.25% Oct 2017
Torchlight loan - | 36,000 - 49,751 | see note (a) Aug 2017
Less: Mezz remeasurement - | (16,106) - (22,258) | see note (a)
Floating rate commercial
mortgage
Sun Trust Loan - | 114,524 - 158,269 | see note (a) Aug 2017
Acore loan* 67,861 75,538 87,001 104,392 | see note (b) Feb 2019
Total 73,476 | 257,239 94,200 355,500
Group share @ 75% 70,650 266,625

* This mortgage is secured over the remaining properties of the US LLC.

RNY Property Trust
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Notes to the Financial Statements
year ended 31 December 2017

6. Investments in joint ventures (continued)

(a) Share of US LLC liabilities

All secured borrowings were negotiated as non-recourse loans with exposure generally being limited
to the properties pledged for each loan facility. There are no set-off arrangements involving the other
assets of the Group. The following borrowings are not subject to any gearing covenants.

Note (a).
On 1 August 2017 both the SunTrust Loan and the Torchlight Loan matured, at which time the

Torchlight Loan lender paid the remaining balance on the SunTrust Loan via a protective advance
under the terms of the Torchlight Loan. On 6 October 2017, 492 River Road (the then sole remaining
asset encumbered by the Torchlight Loan) was transferred to the Torchlight lender after Torchlight
exercised their right, contained in the amended loan documents, to assume ownership upon certain
conditions. Following this event, the property asset was derecognised and the financial liability was
extinguished. During the year, the Torchlight loan was re-measured and reduced by approximately
US$2.9 million to reflect the proceeds available to pay the lender as a result of the completion of the
sales process, in accordance with the measurement of the loan at amortised cost using the effective
interest rate method. This was in addition to approximately US$16.1 million recognised in the prior
year.

Note (b)

The ACORE Loan, which matures in February 2019, contains two 1-year extension options, bears
interest at a variable rate of LIBOR plus weighted average rate of 4.7% per annum, with a minimum
LIBOR rate of 25 basis points, and requires monthly payments of interest only during the initial 3-
year term. At closing, the US LLC entered into an interest rate cap agreement to protect itself from
potentially rising interest rates, which caps LIBOR at 2.5% per annum over the first two years of the
term. In January 2018, as required per the loan documents, US LLC entered into an extension of the
interest rate cap agreement. As a result, the ACORE Loan bears interest at a minimum weighted
average rate of 4.95% and a maximum weighted average rate of 7.2% per annum over the loan term.
In addition, the ACORE Loan is subject to customary financial covenants.

With regard to the ACORE Loan, the US LLC, as the guarantor of certain equity funding obligations
under the loan, is in violation of the net worth requirement (as of 31 December 2016) and the liquidity
requirement (as of 1 January 2017). The US LLC failed to cure the violations within sixty days which
is an event of default pursuant to the loan documents. During the continuance of an event of default,
in addition to other rights and remedies available to ACORE pursuant to the loan documents, ACORE
may charge interest at the default rate and/or declare the loan to be immediately due and payable. On
27 July 2017, ACORE issued notice to the borrower and US LLC confirming that the loan is in
default and demanding that the borrowers and US LLC preserve all available cash in a segregated
account to satisfy outstanding obligations to the lender under the loan documents. The US LLC
believes, after consulting with counsel, that ACORE’s demands are overreaching and excessive.
During August 2017, the US LLC engaged in settlement discussions with ACORE regarding such
matters. The US LLC and ACORE mutually agreed to discontinue settlement discussions to wait for
the outcome of Aurora’s attempt to become or install a third-party as Responsible Entity of the Trust.
At 31 December 2017, the US LLC recorded approximately US$2.8 million in interest at the default
rate.
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Notes to the Financial Statements
year ended 31 December 2017

6. Investments in joint ventures (continued)
(a) Share of US LLC liabilities (continued)

The following table illustrates summarised financial information relating to the investment in the US

LLC:
USLLC Trust’s Share
Other assets of US LLC (@, 31 Dec 2017 (in 000’s) @ 100% @ 75%
In US$ In AU$
Cash and cash equivalents @ 5,243 5,042
Trade and other receivables 234 225
Other current assets 1,176 1,147
Total Other Assets 6,653 6,414

(i Certain cash included above is subject to control by certain lenders. See below for further details.

(b) Assets pledged as security:

The Group share of carrying amounts of assets pledged as security for current secured borrowings are:

2017 2016
$°000 $°000
@75% @ 75%
Property assets
Senior Bank loan / Mezz Loan
Investment properties - 152,966
Acore Loan
Investment properties 65,288 103,647
ISB Loan
Investment properties - 31,302
Total property assets pledged as security 65,288 287,915
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6. Investments in joint ventures (continued)

(c) Summarised statement of comprehensive income of US LLC

Notes to the Financial Statements
year ended 31 December 2017

Consolidated

2017 2016

$°000 $°000
Revenue & other income
Rental income from investment properties 35,836 72,347
Gain on remeasurement of mezzanine loan 3,364 21,639
Other income 1,508 1,267
Total revenue 40,708 95,253
Expenses
Property expenses (22,652) (42,629)
Borrowing costs (20,049)  (25,091)
Loss from investment property revaluations (32,877)  (86,833)
Loss on sale of property (4,911) (1,976)
Other expenses (2,075) (2,913)
Total expenses (82,564) (159,442)
Net loss of US LLC before income tax (41,856) (64,189)
Income tax expense - -
Net loss from continuing operations after income tax (41,856) (64,189)
Other comprehensive income — recyclable
Gain on financial instrument hedge - (net of tax) 325 968
Total comprehensive loss for the year (41,531) (63,221)
Proportion of the Group’s ownership: 75% 75%
Group’s share of loss of US LLC for the year (31,392) (48,142)
Group’s share of other comprehensive gain for the year 244 726
Group’s share of loss for the year (31,148)  (47,416)

(d) Commitments and contingencies of joint venture
(i) Capital Commitments

The US LLC had no future capital commitments existing at balance date.

(i) Contingent liabilities

The US LLC had no contingent liabilities existing at balance date.

(iii) Impairment losses

The US LLC had impairment losses relating to doubtful debts existing at balance date which were not

considered material.

(e) Current funding

At 31 December 2017, with regards to the ACORE Loan, the US LLC has approximately US$0.6
million (31 December 2016: US$0.9 million) in a lender controlled cash account. The lender
controlled cash account is used to fund operating expenses, debt service and reserve accounts on a
monthly basis. At 31 December 2017, the US LLC had approximately US$1.3 million (31 December
2016: US$6.8 million) in lender controlled reserve accounts. The reserve accounts are used to fund
real estate taxes, insurance, capital improvements and tenanting costs. Additionally, the US LLC has
approximately US$0.9 million of cash related to tenant security deposits and $US2.4 million of
unrestricted cash on the US LLC balance sheet at balance date. Such amounts are reflected in share of
US LLC’s other assets in the accompanying balance sheet.
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Notes to the Financial Statements
year ended 31 December 2017

7. Share of US LLC’s Properties

Consolidated
2017 2016
$°000 $°000

Investment properties — at fair value 65,288 131,529
Properties held for sale — at fair value - 156,386
Investment properties and properties held for sale held in equity

accounted investments 65,288 287,915

The Trust has an interest in properties held by equity accounted investments, through the indirect
holding of a 75% interest in the US LLC. The amounts set out in this note represent the 75% interest
in these properties.

Included in the carrying value of these properties are the following:

Straight — line asset* 3,830 9,939
Lease commissions 2,624 8,909
Deferred revenues** (543) (1,909)
Total 5,911 16,939

*Asset arising from recognising lease income, with fixed increases,
on a straight line basis.

**Liability related to receipt of cash in advance of lease
obligations.

(a) Reconciliation of carrying amounts
A reconciliation of the carrying amount of properties at the
beginning and end of the financial year is set out below:

Carrying amount at the start of the year 287,915 359,550
Fair value decrement (unrealised) (24,658)  (65,125)
Capital additions 1,636 3,199
Other investment value 1,759 2,528
Book value of property disposals (181,848)  (14,956)
Effects of foreign exchange movements (19,516) 2,719
Carrying amount at the end of the year 65,288 287,915

At 31 December 2017, the investment portfolio occupancy rate was 75.6% (2016: 74.5%) with a
weighted average lease expiry of 3.6 years (2016: 3.5 years). All of the joint venture’s properties are
pledged as security for the joint venture’s borrowings. See note 6(b) for further details.
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Notes to the Financial Statements
year ended 31 December 2017

7. Share of US LLC’s Properties (continued)

The attached table shows details of investment properties and properties held for sale held through controlled entities and joint ventures as at 31 December 2017.
The amounts below represent the Consolidated Entity’s 75% beneficial share of these properties at balance dates.

Amounts are in US Dollars and Australian Dollars where indicated.

Date of Region Book Value Book Value Book Value Book Value

Acquisition At31Dec16  At31Decl7 At31Dec16 At31Decl7

Property Address @75% @75% @75% @75%
US $°000 US $°000 AUD $°000 AUD $°000

Properties held for sale at 31 Dec 16 0 0
35 Pinelawn Rd, Long Island 21 Sep 05 Long Island 11,531 - 15,936 -
150 Motor Parkway, Long Island 21 Sep 05 Long Island 15,750 - 21,766 -
660 White Plains Rd, Westchester County 21 Sep 05 Westchester 22,503 - 31,100 -
100 Executive Dr, Nth New Jersey 21 Sep 05 New Jersey 1,650 - 2,280 -
100 Grasslands Rd, Westchester County 21 Sep 05 Westchester 5,963 - 8,241 -
80 Grasslands Rd, Westchester County 21 Sep 05 Westchester 5,963 - 8,241 -
200 Executive Dr, Nth New Jersey 21 Sep 05 New Jersey 2,475 - 3,420 -
225 High Ridge Rd, Fairfield County 21 Sep 05 Connecticut 18,000 - 24,876 -
10 Rooney Circle, Nth New Jersey 21 Sep 05 New Jersey 2,250 - 3,109 -
555 White Plains Rd, Westchester County 21 Sep 05 Westchester 4,425 - 6,115 -
710 Bridgeport Ave, Fairfield County 6 Jan 06 Connecticut 17,775 - 24,565 -
300 Executive Dr, Nth New Jersey 6 Oct 06 New Jersey 4,875 - 6,737 -
Total properties held for sale at 31 Dec 16 113,160 - 156,386 -

The US LLC completed the orderly sale of the above properties during the year ended 31 December 2017.
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7. Share of US LLC’s Properties (continued)

Notes to the Financial Statements
year ended 31 December 2017

Date of Region Book Value Book Value Book Value Book Value
Acquisition At31 Dec 16  At31Decl7 At31Dec16 At 31 Dec 17
Property Address @75% @75% @75% @75%
US $°000 US $°000 AUD $°000 AUD $°000
Investment Properties @0 @
492 River Rd, Nth New Jersey ( 21 Sep 05 New Jersey 26,850 - 37,106 -
55 Charles Lindbergh Blvd, Long Island 21 Sep 05 Long Island 20,100 16,800 27,778 21,538
560 White Plains Rd, Westchester County 21 Sep 05 Westchester 7,800 5,700 10,779 7,308
6800 Jericho Turnpike, Long Island 6 Jan 06 Long Island 16,800 14,025 23,217 17,980
6900 Jericho Turnpike, Long Island 6 Jan 06 Long Island 6,825 6,675 9,432 8,558
580 White Plains Rd, Westchester County 6 Oct 06 Westchester 16,800 7,725 23,217 9,904
Total Investment Properties 95,175 50,925 131,529 65,288
Total share of US LLC’s Properties 208,335 50,925 287,915 65,288
(M At 31 December 2017 internal valuations were performed on all of the above investment properties based on representative market capitalisation rates. At 31

December 2016 Cushman and Wakefield performed appraisals for seven of the joint venture’s properties and the remaining eleven properties were valued at the sales
price, as per the signed contracts for the sales of such properties.

(i) On 6 October 2017, 492 River Road (the then sole remaining asset encumbered by the Torchlight Loan) was transferred to the Torchlight lender after Torchlight
exercised their right, contained in the loan agreement, to assume ownership upon certain conditions. Following this event, the property asset was derecognised and the
financial liability was extinguished.

Representative market capitalisation rates and discount rates for each of the geographical regions in which the joint venture owns properties are as follows:

Region Market Capitalisation Rate Discount Rate
31 Dec 16 31 Dec 17 31 Dec 16 31 Dec 17
Westchester 7.79% 9.00% 8.83% 9.25%
Long Island 7.68% 9.00% 8.10% 9.65%
New Jersey 8.04% - 8.82% -
Connecticut 8.50% - 10.36% -
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Notes to the Financial Statements
year ended 31 December 2017

7. Investment Properties (continued)

Sensitivity analysis

The joint venture’s properties are susceptible to changes in the discount rates used in the property valuation
process.

A small increase in these discount rates could lead to a material decrease in property value and a consequential
decrease in the net profit and equity of the Group. A small decrease in these rates could lead to a material
increase in property values and a consequential increase in the net profit and equity of the Group.

Consolidated
2017 2016
$°000 $°000

8. Due to related parties

Amount owing to related party - 6,231

The above related party loan was repaid in full in September 2017. During the term of the loan, interest was
charged quarterly on the daily balance, based on the commercial rate at which funds are borrowed by the related
party. The average interest rate charged for the 2017 year was 7.73% (2016: 6.36%)

9. Trade and other payables

Other creditors & accruals 1,259 1,327
Owing to related parties 68 177
1,327 1,504

Due to the short term nature of these payables, their carrying value is assumed to approximate their fair value.

10. Preferred Shares

Preferred shares 160 173

To comply with US regulations relating to US REITs, on 31 January 2006 an additional 125 persons were
allotted shares in the US REIT at $US1,000 per share. The preferred shares are not convertible into shares of
any other class or series. An annual coupon rate of 12.5% applies to these shares. In accordance with
Australian accounting standards, the preferred stock has been classified as long term debt and the amounts
paid or payable to the preferred shareholders are included in interest expense.

RNY Property Trust Page 30



11. Units on Issue

(2) Movements in ordinary units on issue
Units on issue at beginning of the year

Units issued during the year
Units on issue at the end of the year

(b) Movement in issued equity
Issued equity at the beginning of the year

Movements in equity during the year
Issued equity at the end of the year

Each unit ranks equally with all other ordinary units for the purpose

Notes to the Financial Statements
year ended 31 December 2017

Consolidated
2017 2016
Units Units

263,413,889 263,413,889

263,413,889 263,413,889

Consolidated
2017 2016
$°000 $°000

251,377 251,377

251,377 251,377

of

distributions and on termination of the Trust. Ordinary units entitle the

holder to one vote, either in person or by proxy, at a meeting of the Trust.

12. Reserves

Foreign currency translation reserve
Cash flow hedge reserve

Movement in foreign currency translation reserve (i)
Balance at the beginning of the year

(Loss)/gain on translation of controlled foreign entities
Balance at end of the year

(i) The foreign currency translation reserve is used to record exchange differences arising
from the translation of the financial statements of foreign operations

Movement in cash flow hedge reserve
Balance at the beginning of the year
Gain on revaluation of derivatives
Balance at end of the year

RNY Property Trust

Consolidated

2017 2016
$°000 $°000
1,384 7,077

- (244)
1,384 6,833
7,077 6,235

(5,693) 842
1,384 7,077
(244) (970)

244 726
- (244)
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Notes to the Financial Statements
year ended 31 December 2017

13. Distribution Statement
Consolidated

2017 2016
$°000 $°000

Total comprehensive loss for the period attributable to (38,424)  (49,024)
unitholders of RNY
Adjusted for RNY share of:

Loss from investment property revaluations 24,658 65,125
Straight lining of rental income (1,541) (376)
Gain on re-measurement of mezzanine loan (2,523) (16,229)
Mortgage cost amortisation 851 1,960
Leasing cost amortisation 943 1,917
Gain on financial instrument hedge (244) (726)
Foreign currency translation loss/(gain) 5,693 (842)
(LOSS)/INCOME AVAILABLE FOR DISTRIBUTION (10,587) 1,805
Other amounts retained - (1,805)

DISTRIBUTION PAID AND PAYABLE - -

14. Deferred tax asset
At 31 December 2017, the Group share of the deferred tax asset for which no amount is recognised on the
balance sheet is $AU4.762 million (2016: $AU15.857 million).

A deferred tax asset has not been recognised in the accounts as it is not considered probable that future gains
will be available against which the temporary differences can be utilised.
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Notes to the Financial Statements
year ended 31 December 2017

15. Reconciliation of net profit to net cash flows
Consolidated
2017 2016
$°000 $°000

(@) Reconciliation of net loss to net cash inflow/(outflow) from
operating activities

Net loss for the year from continuing operations (32,975) (50,592)
Increase in receivables and other assets (55) 3
Increase in payables and other liabilities 120 982
Net realised foreign exchange loss/(gain) 19 (33)
Undistributed loss transferred to reserves of

equity accounted joint ventures 47,115 49,579
Net cash inflow/(outflow) from operating activities 14,224 (67)

(b) Components of cash

Cash as at the end of the financial year as shown in the Cash Flow Statement

is reconciled to the Balance Sheet as follows:

Cash and liquid assets 5,206 59

16. Earnings per unit
Consolidated
2017 2016
Cents Cents

(a) Basic and diluted earnings per unit (12.52) (19.21)

Earnings per unit are calculated by dividing the net profit attributable to unitholders for the year by the
weighted average number of ordinary units on issue during the year. The weighted average hnumber of units
used in the calculation of earnings per unit is 263,413,889.

(b) Basic earnings per unit after adjusting for fair value movements and foreign
currency movements* (4.12) (0.64)

2017 2016
$°000 $°000

*This calculation is a non-1FRS financial measure used to provide management and
investors with additional information to evaluate and analyze the Group’s results.
See note 22 for further details.

It is based on the following adjusted net income:

Total comprehensive loss attributable to RNY unitholders (38,424)  (49,024)
add: loss from investment property revaluations 24,658 65,125
less: gain on remeasurement of mezzanine loan (2,523) (16,229)
less: gain on financial instrument hedge (244) (726)
less: foreign currency translation loss/(gain) 5,693 (842)
Adjusted net loss used in calculation above (10,840) (1,696)
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Notes to the Financial Statements
year ended 31 December 2017

17. Commitments, Contingencies and Impairment Losses
Commitments, contingent liabilities and impairment losses relating to the joint venture are detailed in Note
6(d). There are no other commitments, contingent liabilities or impairment losses existing at balance date.

18. Key Management Personnel
(i) Directors
The directors of RAML, the Responsible Entity of RNY are considered to be key management personnel.

Chairman - Executive
Mr Scott Rechler

Executive directors
Mr Michael Maturo
Mr Jason Barnett

Non executive directors

Mr Philip Meagher

Mr Mervyn Peacock

Mr William Robinson (resigned 11 August 2017)

(ii) Other Key Management Personnel

Individuals

Name Position Employer

Francis Sheehan Fund Manager - Australia RXR Property Management LLC
Michael McMahon Fund Manager - New York RXR Property Management LLC

Corporation
RAML, the Responsible Entity of RNY.

(iii) Remuneration of Key Management Personnel
Other than the fees paid by the Trust to the Responsible Entity referred to in Note 20(iii), no amounts are paid
by the Trust directly to the Key Management Personnel of the Trust for services to the Trust.

The non-executive Directors of the Responsible Entity receive remuneration in their capacity as Directors of the

Responsible Entity. These amounts are paid directly from the Responsible Entity, RAML. Consequently, no
compensation as defined in AASB 124: Related Parties is paid by the Trust to its Key Management Personnel.
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18. Key Management Personnel (continued)

(iv) Units in the Trust held by related parties

Notes to the Financial Statements
year ended 31 December 2017

The interests of the Directors of RAML in units of the Trust at year end are set out below:

Non Executive Directors
Phillip Meagher
Mervyn Peacock

Executive Directors
Scott Rechler**
Michael Maturo**
Jason Barnett**

Units held

Opening balance

60,000
70,000

51,252,240
51,252,240
51,252,240

Sold during year*

60,000
70,000

51,252,240
51,252,240
51,252,240

Units held
Closing balance

Nil
Nil

Nil
Nil
Nil

* Each of the Directors tendered their RNY units to Aurora in Oct’17 in connection with Aurora’s takeover

offer for RNY Units.

** These units were held by an entity controlled by Scott Rechler, Michael Maturo and Jason Barnett.

The directors do not hold any options to buy units in RNY.

All equity transactions between Key Management Personnel and RNY have been entered into under arm’s

length terms and conditions.

19. Parent Entity Information

The following table provides information relating to RNY Property Trust, the parent entity of the Group.

Current assets
Non-current assets
Total assets
Current liabilities
Total liabilities

Units on issue
Accumulated deficit

Total Unitholders’ Equity

Loss from continuing operations before income tax
Income tax/withholding tax applicable
Total comprehensive loss for the period after tax

RNY Property Trust

RNY Property Trust
2017 2016
Note $°000 $°000
295 269
20(i) 4,792 43,348
5,087 43,617
217 323
217 323
251,781 251,781
(246,911) (208,487)
4,870 43,294
(38,424) (49,024)
(38,424) (49,024)
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Notes to the Financial Statements
year ended 31 December 2017

20. Related Party Disclosure

(i) Investment in Controlled Entity and joint venture

The consolidated financial statements include the financial statements of RNY and its subsidiary, the US REIT.
The US REIT in turn holds an interest in the US LLC, a jointly controlled entity owning properties in the New
York Tri State area. The Group’s interest in the US LLC is accounted for using the equity method of
accounting.

A summary of these investments is as follows. See Note 6 for further details

Name Country of  Equity interest Investment
Incorporation 2017 2016 2017 2016
% % $°000 $°000
RNY Australia LPT Corp (“US REIT”) United States 100 100
At cost 252,529 252,529
Less: impairment © (247,737)  (209,181)
4,792 43,348

() The Trust’s investment in the US REIT has been adjusted in both the current and prior year to its net asset
value which is the best estimate of its recoverable amount. At balance date an impairment provision exists
which was increased in the current year.

(ii) Responsible Entity

The Responsible Entity of the Trust during the year ended 31 December 2017 was RAML (ACN 114 294 281),
a wholly owned subsidiary of RXR Co Australia RE Holdings, Inc, a company incorporated in Delaware, USA.
RXR Co Australia RE Holdings, Inc. is an affiliate of RXR. Refer to Note 26 Subsequent Events for details of
moves to change the Responsible Entity.

The manager of RNY’s indirect investments in the US LLC is RNY Australia Asset Manager LLC, a company
organised in the United States.
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20. Related Party Disclosure (continued)

(iii) Transactions with related parties

Notes to the Financial Statements
year ended 31 December 2017

The following table provides the total amount of transactions that have been entered into with related parties for

the relevant financial year:

Related party

Interest paid
(received) on
related party loans
AUD $°000

Purchases
from related
parties
AUD $'000

Distributions
received from
related parties

AUD $'000

Amounts
owed by
related parties
AUD $'000

Amounts
owed to
related parties
AUD $'000

For the year ended 31 December 2017

Consolidated

RNY Australia Management Ltd:

- asset management fees

- expense reimbursements

RNY Australia Asset Manager LLC
- asset management fees

Loan from the US LLC to US REIT
Loan from RAML to RNY

Parent

RNY Australia Management Ltd:
- asset management fees

- expense reimbursements

Distribution received by RNY from US

REIT
Loan from RAML to RNY

370

206
101

425

206
101

872

68

68

RNY Property Trust
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20. Related Party Disclosure (continued)
(iii) Transactions with related parties (continued)

Notes to the Financial Statements
year ended 31 December 2017

Related party

Interest paid
(received) on

Purchases
from related

Distributions
received from

Amounts
owed by

Amounts
owed to

related party loans parties | related parties | related parties | related parties
AUD $°000 AUD $'000 AUD $'000 AUD $'000 AUD $'000

For the year ended 31 December 2016
Consolidated
RNY Australia Management Ltd:
- asset management fees - 388 - - -
- expense reimbursements - 126 - - -
RNY Australia Asset Manager LLC
- asset management fees - 1,139 - - -
Loan from the US LLC to US REIT 370 - - - 6,231
Loan from RAML to RNY - - - - 177
Parent
RNY Australia Management Ltd:
- asset management fees - 388 - - -
- expense reimbursements - 126 - - -
Distribution received by RNY from US
REIT - - 855 - -
Loan from RAML to RNY - - - - 177

RNY Property Trust
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Notes to the Financial Statements
year ended 31 December 2017

20. Related Party Disclosure (continued)

(iii) Transactions with related parties (continued)

Terms and conditions of transactions with related parties

All transactions were made on normal commercial terms and conditions and at market rates, except that there
are no fixed terms for the repayment of loans between the parties. Interest is charged on loans between the
parties at commercial rates.

Outstanding balances at year-end are unsecured and settlement occurs in cash.

There have been no guarantees provided or received for any related party receivables.

For the year ended 31 December 2017 and the comparative year, the Group has not raised any provision for
doubtful debts relating to amounts owed by related parties as the payment history does not suggest otherwise.
This assessment will be undertaken each financial year through examining the financial position of the related
party and the market in which the related party operates. When assessed as required the Group raises such a

provision.

(iv) Responsible Entity fees and other transactions
Fees paid by the Trust to the Responsible Entity for the year amounted to $205,980 (2016: $388,431).

In accordance with the Trust Constitution, the Responsible Entity is entitled to claim reimbursement for all
expenses reasonably and properly incurred in connection with the Trust or in performing its obligations under
the Constitution.

21. Net Asset Backing per Unit

Consolidated

2017 2016
$ $
Net asset backing per unit $0.02 $0.16

Net asset backing per unit is calculated by dividing the equity attributed
to unitholders of RNY by the number of ordinary units on issue
being 263,413,889 units
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Notes to the Financial Statements
year ended 31 December 2017

22. Segment Reporting

The Group has identified its operating segment based on internal reports that are reviewed and used by the
Board of Directors of the Responsible Entity (the chief operating decision makers) in assessing the performance
and in determining the allocation of resources.

The Group’s management has determined that RNY has one operating segment, represented by the investment
in the US LLC.

RNY’s income is derived from indirect investments in office properties located outside Australia, held via the
US LLC and from short term deposits and money market securities which are held for and are incidental to
those property investments. Except for cash deposits and derivatives held in Australia, all such investments are
located in the United States.

The performance measures used by management differ from those disclosed in the Statement of Comprehensive
Income as certain adjustments are made to arrive at an adjusted net profit or loss which better facilitates the
decision making of the chief operating decision makers. The adjustments made to the segment result are
detailed in Note 16(b) of these accounts. A reconciliation of adjusted net profit to the consolidated net profit
shown in the statement of comprehensive income is also provided in the note.

Segment revenues are derived from a broad tenant base across the 5 operating properties owned by the US
LLC. There is no single tenant providing revenues greater than 17% of the segment’s total income.

23. Financial risk management objectives and policies
The Group’s principal financial instruments comprise receivables, payables, cash and short term deposits.

The Group manages its exposure to key financial risks, including interest rate and currency risk in accordance
with the Group’s financial risk management policy. The objective of the policy is to support the delivery of the
Group’s financial targets whilst protecting future financial security.

The main risks arising from the Group’s financial instruments are interest rate risk, foreign currency risk, credit
risk and liquidity risk. The Group uses different methods to measure and manage different type of risks to
which it is exposed. These include monitoring levels of exposure to interest rate and foreign exchange risk and
assessments of market forecasts for interest rates and foreign exchange rates and the use of future cash flow
forecasts to monitor liquidity risk.

The Board reviews and approves policies for managing each of these risks as summarised below. Refer to the
Corporate Governance Statement included in the annual report for more details on the structure and

responsibilities of the Board.

Primary responsibility for identification and control of financial risks rests with the Board. The Board reviews
and approves policies for managing each of the risks discussed in this section.
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Notes to the Financial Statements
year ended 31 December 2017

23. Financial risk management objectives and policies (continued)

(a) Foreign currency risk

As a result of the Trust’s investments in the United States and its transactions with entities in the United States,
the Trust can potentially be affected significantly by movements in the $US/$AU exchange rates.

Currently, there is minimal exposure to foreign currency risk due to the insignificant amount of cash and other
financial instruments held by the Trust in US dollars

(b) Credit risk
Credit risk is the risk that counter parties to a financial asset will fail to discharge their obligations, causing the
Trust to incur a financial loss. The Group has no significant exposure to credit risk.

(c) Fair values

The carrying values of the Group’s financial assets and liabilities (excluding loans and borrowings) included in
the Balance Sheet approximate their fair values. Refer to Note 2 for the methods and assumptions adopted in
determining net fair values for investments.

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments
by valuation technique:

o Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

e Level 2: other techniques for which all inputs that have a significant effect on the recorded fair value
are observable, either directly or indirectly.

e Level 3: techniques that use inputs that have a significant effect on the recorded fair value that are not
based on observable market data.

As at 31 December 2016, the US LLC held a Level 2 interest rate swap liability at fair value (Note 6(a)). There
was no swap liability at 31 December 2017. There were no transfers between Level 1, 2 and 3 during the year.

(d) Interest rate risk and cash flow hedges
The Group has no material exposure to market risk relating to changes in interest rates. The interest rate risk
relating to the mortgage debts held in the US LLC is limited by an interest rate hedge instrument.

(e) Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its obligations to repay its financial liabilities as
and when they fall due. Liquidity risk mainly lies in the US LLC. The maturity dates of the liabilities in the US
LLC are detailed in Note 6(a).

24. Capital management

The Group has been founded on a capital structure which allows RNY to own, through its 100% ownership of
the US REIT, a 75% indirect interest in US properties held in the US LLC. No external borrowings exist in
RNY or the US REIT and management has no current plans to implement borrowings in these entities. The
Group is not subject to any externally imposed capital requirements.
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Notes to the Financial Statements
year ended 31 December 2017

25. Auditor’s Remuneration

Consolidated

2017 2016
$ $
Amounts received or due and receivable by Ernst & Young
(Australia) for:
- audit or review of the financial report for the Trust and
any other entity in the Consolidated Entity 134,400 144,360
- other services in relation to the entity and any other entity
in the Consolidated Entity
- taxation services 12,500 12,500

146,900 156,860
Amounts received or due and receivable by related practices
of Ernst & Young (Australia) for:
- audit or review of the financial report for the US REIT
and the US LLC 183,000 300,667

183,000 300,667

Amounts received or due and receivable by audit firms other
than Ernst & Young for:
- compliance services 14,000 14,000

343,900 471,527
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Notes to the Financial Statements
year ended 31 December 2017

26. Subsequent Events

On 12 February 2018, at a unitholder meeting requested by Aurora Funds Management Ltd (Aurora) (the
Trust’s largest unitholder with 81% of the Trust’s units), the following resolutions were passed: (i) to remove
RAML as Responsible Entity of the Trust, and (ii) to appoint Huntley Management Ltd (Huntley) as
Responsible Entity of the Trust. But the change of Responsible Entity will not be lodged with ASIC until
Huntley receives a license variation from ASIC allowing it to hold such position. The Group’s management is
unsure how long it will take Huntley to obtain such license variation, or if Huntley will be successful in
obtaining such license variation.
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Directors Declaration

In accordance with a resolution of the directors of RNY Australia Management Limited, the
Responsible Entity of RNY Property Trust, | state that:

1. In the opinion of the directors:

(@) the financial statements and notes of the Trust and of the consolidated entity are in
accordance with the Corporations Act 2001; including:

0] giving a true and fair view of the Trust and consolidated entity’s financial position as
at 31 December 2017 and of their performance for the year ended on that date; and

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

(b) the financial statements and notes also comply with International Financial Reporting
Standards as disclosed in Note 2(b).

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

2. This declaration is made after receiving the declarations required to be made to the directors in
accordance with sections 295A of the Corporations Act 2001 for the financial year ended
31 December 2017.

On behalf of the Board
/s/ Philip Meagher
Philip Meagher

Director

Sydney, 9" March 2018
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Independent Auditor's Report to the Members of RNY Property Trust

Report on the Audit of the Financial Report
Opinion

We have audited the financial report of RNY Property Trust (the Trust) and its subsidiaries (collectively
the Group), which comprises the consolidated balance sheet as at 31 December 2017, the consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated cash
flow statement for the year then ended, notes to the financial statements, including a summary of
significant accounting policies, and the directors' declaration of RNY Australia Management Limited, the

Responsible Entity of the Trust.

Inour opinion, the accompanying financial report of the Group is in accordance with the Corporations Act
2001, including:

a) giving a true and fair view of the consolidated financial position of the Group as at 31 December
2017 and of its consolidated financial performance for the year ended on that date: and

b) complying with Australian Accounting Standards and the Corporations Requlations 2001 .

Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Report section of our report. We are independent of the Group in accordance with the auditor
independence requirements of the Corporations Act 2001 and the ethical requirements of the Accounting
Professional and Ethical Standards Board's APES 110 Code of Ethics for Professional Accountants (the
Code) that are relevant to our audit of the financial report in Australia. We have also fulfilled our other
ethical responsibilities in accordance with the Code.

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

Emphasis of Matter - Basis of Preparation

We draw attention to Note 2(a) of the financial report which describes the basis of preparation of the
financial report. The Directors of the Responsible Entity have determined that the financial report should
be prepared on a going concern basis notwithstanding the uncertainty as to whether the Group will
continue to operate in its current form or whether it will be wound up in accordance with the stated
intention of the current Responsible Entity.

A member firm of Ernst & Young Glohal Limitea
Liability limited by a scheme approved under Professional Standards Lagisiation
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The Responsible Entity believes that winding up the Trust is in the best interests of unitholders. In order
to effect a wind up, the Group would require the consent of the lender to dispose of the remaining
properties. Subsequent to year end the majority unitholder in the Trust called a unitholder meeting. A
resolution was passed at that meeting to remove RNY Australia Management Limited and appoint a third
party as the Responsible Entity for the Trust. This appointment is subject to the third party obtaining
certain variations to its Australian Financial Services Licence. The majority unitholder has stated its intent
is to continue to operate the Trust.

Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial report of the current year. These matters were addressed in the context of our audit
of the financial report as a whole, and in forming our opinion thereon, but we do not provide a separate
opinion on these matters. For each matter below, our description of how our audit addressed the matter
is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the
Financial Report section of our report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our assessment of the risks of material
misstatement of the financial report. The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our audit opinion on the accompanying
financial report.

1. Scoping the Group Audit

Why significant i / audit matt

The Group operates as an investment vehicle and  The scope of audit procedures required to be

does not hold any direct property investments undertaken in respect of the US joint venture entity
itself. Its financial statements primarily to support the Group audit opinion were determined
comprise its investment in a United States (US) by us as Group Auditor and conducted by EY US.
domiciled joint venture entity that owns a

portfolio of US office property assets. EY US was assigned a scope as determined by us
based on the relative size and risk profile of the

The operations of the Group comprise a head investment to the Group.

office function in Sydney with all underlying

operational functions of the joint venture We instructed EY US as to the significant areas to be

residing in the US, being the ownership and covered by their audit procedures and the

management of properties. Ernst & Young (EY) information to be reported to us. As Group Auditor
Australia is the Group auditor (“Group Auditor”).  we supervised certain aspects of the US team audit

An affiliated Ernst & Young Firm (EY US) procedures including, but not limited to, the
undertakes the audit work we, as Group Auditor,  procedures conducted on investment property
determine is required in the US with respect to valuations and interest bearing liabilities.

the audit of the joint venture entity.
We received written confirmation from EY US as to

the work performed, the results of that work as well
as receiving key documents supporting any
significant findings or observations.

A member firm of Ernst & Young Global Limited
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How our audit addressed the key audit matter

As all operating activity occurs in the US joint
venture entity, determining the nature and
extent of audit procedures performed in relation
to these operations, in our role as Group Auditor
is a key audit matter. This includes determining
the extent of the direct involvement of the Group

Regular communication was held with EY US
throughout the audit whereby findings reported to us
were discussed in detail, and we communicated
whether any further audit procedures to be
conducted by EY US were necessary to support the
Group Audit opinion.

Auditor in the conduct and supervision of the
audit of the US entities.

2. Investment Property Valuations

Why significant

The Group invests in a joint venture entity which
holds a direct interest in five investment
properties. These investment properties are
carried at fair value by the joint venture, which is
determined by the directors of the Responsible
Entity with reference to the most recent external
independent property valuations updated with
reference to market conditions existing at
reporting date. For properties subject to a sales
process the selling price or offers from third
parties are also considered in the overall
assessment of fair value.

We focused on this area as a key audit matter
due to the its significant contribution to the
carrying value of the joint venture. There are a
number of judgments and underlying
assumptions required in determining the
carrying value of the property investments.
These judgments include assessing the
capitalisation rates, discount rates, market and
contractual rents and occupancy levels.

Disclosure of investment properties and
significant judgments are included in note 7 of
the financial statements.

A member firm of Ernst & Young Globai Limited
Liability iimited by a scheme aoproved under Professional Standards Legistation

Our procedures included the following:

We agreed a sample of tenancies over the
portfolio of properties to signed lease
agreements;

We recalculated the lease income recognised
based on the terms of the signed lease
agreements;

We involved real estate valuation specialists of EY
US to assess the valuation methodology adopted,
the competence of the valuation specialists and
the key assumptions used in the valuations. We
also evaluated the suitability of the valuation
methodology used for its applicability to financial
reporting;

We tested a sample of the data used in the
valuations to supporting tenancy schedules as well
as actual and budgeted financial performance of
specific properties.

We assessed the Group's processes for the review
and the determination of the accounting for its
investment in the joint venture.
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3. Interest Bearing Loans

Compliance with the terms of its financing
arrangements by the joint venture entity
referred to above is a key audit matter as the
debt is secured against the value of the
Investment Properties providing the lender with
certain rights over the properties, particularly in
the event of default.

The ability for the underlying joint venture entity
to meet its obligations under the financing
arrangements and the consequences for non-
compliance are important in assessing the
recoverable value of the investment held by the
Trust.

On 27 July 2017, the lender issued notice to the
joint venture entity (the borrower) confirming
that the loan is in default and reserved their
rights to make further claims against the joint
venture entity. The Group is continuing to
operate the assets subject to any further
instruction from the lender to do otherwise.
Disclosure of the current status of the debt is
disclosed in Note 6 of the financial statements.

The carrying value of the loan, including unpaid
interest, exceeds the value of the secured
assets.

A member firm of Ernst & Young Global Limited
Liability limitea oy a scheme apnroved under Professional Standards ~egisiation

How our audit addressed the key audit matter

Our procedures included the following:

We have obtained the notification of default from
the lender;

We have obtained confirmation from the lender of
the principal and interest outstanding at balance
date;

We have read the loan agreement to understand
the terms and conditions around the security
associated to the loan facility;

We have read advice from the Group's legal
counsel on the claims made by the lender;

We have assessed the Group's classification of the
loans as current within the joint venture entity due
to the event of default.
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Information Other than the Financial Report and Auditor’s Report Thereon

The directors are responsible for the other information. The other information comprises the information
included in the Trust's 2017 Annual Report other than the financial report and our auditor's report
thereon. We obtained the Directors' Report that is to be included in the Annual Report, prior to the date
of this auditor's report, and we expect to obtain the remaining sections of the Annual Report after the

date of this auditor's report.

Our opinion on the financial report does not cover the other information and we do not and will not
express any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial report or
our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information obtained prior to the date of this
auditor's report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Financial Report

The directors of the Responsible Entity are responsible for the preparation of the financial report that
gives a true and fair view in accordance with Australian Accounting Standards and the Corporations Act
2001 and for such internal control as the directors determine is necessary to enable the preparation of
the financial report that gives a true and fair view and is free from material misstatement, whether due to

fraud or error.

In preparing the financial report, the directors are responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the financial report, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

A member firm of Ernst & Young Global Limited
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o Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an

opinion on the effectiveness of the Group's internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

° Conclude on the appropriateness of the directors' use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial report or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as
a going concern.

° Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events in a
manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the financial report. We are
responsible for the direction, supervision and performance of the Group audit. We remain solely
responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safequards.

From the matters communicated to the directors, we determine those matters that were of most
significance in the audit of the financial report of the current year and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.
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Ernst & Young

Hoar

Anthony Ewan
Partner
Canberra

9 March 2018
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