PELQRUS

PROPERTYWSGROUP
AND CONTROLLED ENTITIES

".i' _,,

ANNUAL REPORT

Financial Year Ended 30 June 2010

Pelorus Property Group Limited
ABN 45 091 209 639

Level 1, 50 Yeo Street, Neutral Bay NSW 2089
PO Box 612, Neutral Bay NSW 2089

Phone: (02) 9033 8611 Fax: (02) 9033 8600
Web: www.pelorus.com.au



CONTENTS

Directors’ Report

Corporate Governance

Shareholders

Pelorus Details

Auditor’s Independence Declaration

Independent Audit Report

Directors’ Declaration

Financial Statements

11

14

15

16

17

19

20

2 RET!?@RR[(JLS. Annual Report  Financial Year Ended 30 June 2010



DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2010

Your directors present their report for the company and controlled entities for the financial year ended 30
June 2010.

PRINCIPAL ACTIVITIES

Under its current structure Pelorus” business can be split into three activities:

1.

Funds Management and Property Services - This business now controls approximately $500 million of
property and debt assets generating a rent roll of over $50 million per annum.

In addition Pelorus is structuring a new listed Real Estate Investment Trust (to be known as the
P-Reit) formed by the merger of the RP Trust with a number of Pelorus’ small investment trusts and
property investment positions. On listing the P-Reit is expected to have gross assets of approximately
$120 million with gearing of less than 50%. This trust will aim to aggregate small funds management
positions to gain control of income producing real estate and generate stable distribution income for its
unit holders.

The Bakehouse Quarter — This project has grown from the adaptive reuse of the old Arnott’s Biscuit
factory at North Strathfield. Currently the Bakehouse is over 40,000 sqm of commercial, retail and
entertainment uses generating net income after debt service of just under $4 million per annum. The site
has historically been constrained by restrictive development controls that are at odds with those of
surrounding developments. Discussions with the NSW Department of Planning and the City of Canada
Bay Council lead us to believe that there will be a substantial increase in the permitted development
on the site. Although this change may entail some form of heritage control we expect that over time the
project will grow into a significant commercial precinct with over 100,000 sqm of net lettable area.

Whilst we are confident that these planning outcomes will significantly increase the value of the project
they will take time. In addition, significant development at the Bakehouse Quarter will require suburban
office rents to grow to a point that development returns justify building and finance costs.

Opportunistic Businesses and Investments — Elements of Pelorus” operations are aimed at generating
value by counter cyclical, opportunistic and in some cases aggressive investments and ventures. This
activity has resulted in the company accumulating a number of property investments and speculative
interests that are inconsistent with the more traditional aspects of our business.

An example of this activity is our work with The Mall @ Upper Hut. The Mall is a significant but distressed
retail centre located south of Wellington in New Zealand. Pelorus holds 40% of the ownership structure,
however, that structure has critical debt issues. Pelorus is working on a number of leasing and
development transactions that have the potential to generate significant long-term value. We are
confident that some of these opportunities will be executed, however, we face the risk that they will not
occur before the projects debt position can be stabilized. Although these outcomes do not present any
financial risk to Pelorus, without them being completed the project will have no value to the group
other than the fee income earned to date.

Pelorus aims to hold or control income producing real estate for the long term in capital structures designed
to withstand major shifts in market sentiment and credit conditions. Because of this, over the past 3 years, our
shareholders have not been forced to endure debt amortisations funded by deeply discounted rights issues or
panicked asset sales. Despite this fact, our shares have continued to trade at a price representing a significant
discount to NTA and ascribing no value to our operating businesses.
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FUTURE DEVELOPMENTS AND RESULTS

As disclosed to the market on 20 July 2010 the directors have resolved to put a proposal (Restructure) to
shareholders at our upcoming Annual General Meeting (AGM) to split the business into its functional parts.
The aims of the Restructure are:

To change the structure of Pelorus’ operating businesses enabling it to capitalise on a number of
opportunities to grow a significant vertically integrated property funds management business. Over
the past 12 months the group commenced this process completing 3 small acquisitions, which have
doubled assets under management and the investor base. In the short term growth will be driven
by similar mergers and acquisitions along with the workout of distressed property structures. Pelorus
has reviewed a number of larger transactions which will require the company to raise capital or
issue significant numbers of shares. In the current structure and taking into account the prevailing
share price, raising capital or issuing significant numbers of shares would generate an unacceptable
loss of value per share. Because of this Pelorus cannot complete any significant transactions until
the Restructure is approved. The directors believe that without undertaking the Restructure the group
cannot execute its growth strategy.

To unlock shareholder value by splitting the company into its functional parts and investment parcels.
In simple terms the directors believe that, if held separately, these functional parts and investment
parcels will be more fully valued than if held under the one listed corporate structure.

If the Restructure is approved, subject to ASX and other regulatory approvals, Pelorus shareholders will hold
the following:

ASX listed shares in the new funds management and property services business.
An unlisted interest in the Bakehouse Quarter.
Unlisted shares in Pelorus Property Group Limited.

ASX listed units in the P-Reit.

Documentation setting out the issues to be considered and put to shareholders at the AGM in November
2010 will be issued to shareholders in October.
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RESULTS AND REVIEW OF OPERATIONS

Pelorus made a pre-tax profit for the full year to June 2010 of $9.01 million and a Net Profit After Tax of $7.80
million. The result is broken down in the table below:

PROFIT BREAKDOWN

Fund/Property/Asset Management $2,550,000

Investment

$4,190,000

Corporate Overhead

($1,700,000)

Operating Pre-Tax Profit $5,040,000
Asset Revaluations $3,970,000

Pre-Tax Profit $9,010,000
BALANCE SHEET ANALYSIS

Assets

Cash and Receivables $3,260,000

Investment Properties *
(Less Property Debt)

$198,000,000
($101,720,000)

$96,280,000

Other Investments and Assets $10,650,000
Intangibles and Tax Assets $4,880,000
Other Liabilities

Payables ($3,420,000)
Other Borrowings ($500,000)
Employee Provisions ($190,000)
Hedge Liabilities ($1,210,000)
Net Equity $109,750,000

SUBSEQUENT EVENTS

See “Future developments and results” in relation to the proposed Restructure of the company to split the
business into its functional parts, and the documentation to be provided to shareholders in October.

DIVIDENDS PAID

Given the significant changes proposed to the company, the directors have resolved not to declare a dividend
for the full year ending 30 June 2010.
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The names of the directors in office at any time during or since the end of the year are set out below. Unless otherwise
stated, directors have been in office since the start of the financial year to the date of this financial report.

Name

Special Experience

Position

Seph Glew

Seph has over 30 years experience in the commercial property industry in
NZ, the USA and Australia. While working for the Housing Corporation
and then the AMP in New Zealand. Seph qualified as registered valuer
and obtained a Bachelor Of Commerce with a major in economics. In the
1980’s he served as an executive director with NZ based property group
Chase Corporation and as a non executive director with a number of
other listed companies in New Zealand and Australia. In the early 1990’s
Seph started the property development, investment and advisory business
that has grown to be the Pelorus Property Group.

Executive
Chairman

Stuart Brown

Stuart joined Pelorus in 2000. He is closely involved with all facets of
the business and in particular the group’s corporate transactions, funds
management and structured finance operations. In 2006 he was appointed
Chief Operating Officer and Chief Financial Officer and Managing
Director in 2007. Prior to joining the group Stuart practiced as a solicitor
in the areas of property and infrastructure acquisitions, sale and leasing,
mergers and acquisitions and ASX listings with Mallesons and Gilbert &
Tobin.

Managing
Director

Guy Wynn

Guy has over 25 vyears in the property industry specialising in retail
management, leasing, development and strategic planning. Guy heads the
group’s retail consultancy and management business. He spent eight years
with Lend Lease including a position as Division Manager responsible with
Paul Tresidder for General Property Trust’s retail portfolio. In 1987 Guy
formed a property management company with Paul that was purchased
by Baillieu Knight Frank and then formed Wynn Tresidder with Paul and
Seph in 1993. In late 2008 Guy returned from India where he directed the
establishment of Pelorus’ shopping centre management and consultancy
business joint venture, WT Retail India.

Executive
Director

Paul Tresidder

Paul advises the group closely in all facets of development and leasing. He
has over 25 years experience in retail management, leasing, development
and strategic planning. Before joining with Seph and Guy to form Wynn
Tresidder in 1993 he held a number of positions at Lend Lease including
National Leasing Manager and Division Manager responsible with Guy
for General Property Trust’s retail portfolio. In 1987 Paul formed a property
management company with Guy Wynn that was purchased by Baillieu
Knight Frank.

Non-Executive
Director

Robin Tedder

Robin has over 30 years experience in investment and financial markets
and now manages private equity interests and is the Chairman of Vintage
Capital Pty Ltd. He is a former member of the ASX and has served on the
boards of several merchant banks in Australia and overseas, including
Rand Merchant Bank Ltd, Kleinwort Benson Australia Ltd, and Australian
Gilt Securities Ltd (as CEO 1988-95). He is a director of Italtile Australia
Pty Ltd (a national retailer under the CTM brand, and developer of bulky
goods stores) and is also a Fellow of the Financial Services Institute of
Australasia.

Independent
Non-Executive
Director
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Richard Hill Richard Hill has extensive investment banking and management Independent
experience. He was the founding partner of Hill Young & Associates Non-Executive
and formerly held a number of senior executive positions in Hong Director

Kong and New York with Wardley Holdings Limited, a wholly owned
subsidiary of Hong Kong & Shanghai Banking Corporation (HSBC). He
was admitted as an attorney in New York State (United States of America)
and was registered by the US Securities & Exchange Commission and
the Ontario Securities Commission. He is the Chairman of Sirtex
Medical Limited, Insearch Limited and the Chairman of Calliden Group

Limited.

David Sellin was the Company Secretary from 31 July 2009 until the end of the financial year (the previous
Company Secretary was Simon Hayes). Alex Breen was appointed as the Company Secretary on 17 September
2010. Alex has over 10 years compliance management experience.

ESV Chartered Accountants audits the company. Amounts paid to the auditor during the year are detailed at
Note 26 of the financials statements.

MEETING ATTENDANCES

Attendance at the company’s board and sub-committees” meetings held during the financial year are detailed

below: Board Audit Related Party Investment
Director Meetings Committee Transactions Committee Committee
Meetings Held 10 4 6 8
Seph Glew 10 N/A 6 8
Stuart Brown 10 N/A 6 N/A
Guy Wynn 10 N/A N/A N/A
Paul Tresidder 10 N/A N/A N/A
Robin Tedder 10 4 N/A 8
Richard Hill 10 4 6 N/A

DIRECTORS’ RELEVANT INTERESTS

As at the date of this report the directors’ relevant interests in shares or options in the company are:

Director Shares Shares (%)
Seph Glew 74,171,052 19.54%
Stuart Brown 5,178,431 1.36%
Guy Wynn 8,638,651 2.28%
Paul Tresidder 71,515,155 18.84%
Robin Tedder 17,494,689 4.61%
Richard Hill 16,266,857 4.29%

PELQRUS  Annual Report
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OPTIONS
Director-related entities have relevant interests in options over shares in the company as set out below.

The options that were granted on 20 July 2006 have a five year term and are exercisable at any time prior to
their expiry at a price of 67.5 cents per share.

The options that were granted on 28 November 2008 have a five year term and are exercisable at any time
after the third anniversary of the date of issue but prior to their expiry at a price of $0.60 on the date which is
the third anniversary from the date of issue of the options. The exercise price will increase by 0.75 of a cent
each 3 monthly period thereafter until the options expire or are exercised.

There were no options granted during the year ended 30 June 2010.

Entity/Individual Options (‘000)
Seph Glew 7,660
Stuart Brown 5,600
Guy Wynn 3,900
Paul Tresidder 4,720
Robin Tedder 2,500
Richard Hill 500
Interests associated with Southern Cross Equities Limited* 920

* The underwriter of the initial public offer of shares in the company.

The company has adopted an Employee Share Option Plan and an Employee Share Bonus Plan.

REMUNERATION REPORT

The Board is responsible for determining the Managing Director and senior executives’ remuneration. The
Executive Chairman, Managing Director and Executive Directors determine employee remuneration.

When determining the remuneration of the Managing Director, senior executives and employees the following
is taken into consideration:

J Remuneration is aligned with the delivery of returns to shareholders;

J Responsibilities, results, innovation and entrepreneurial behaviour are recognised and rewarded;
and

J The company’s financial position and market conditions.

The Board members have service agreements with the company. The remuneration payable under each
service agreement is subject to review each year by the Board. There are no performance conditions within
the service agreements for board members or contracts for senior executives. Any performance payments are
at the discretion of the Board.

The nature and the amount of each element of remuneration for key management personnel follows:
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NON-AUDIT SERVICES

Amounts paid to the auditor for non-audit services during the year are detailed at Note 26 of the financial
statements. The directors are satisfied that the provision of non-audit services is compatible with the general
standard of independence for auditors imposed by the Corporations Act 2001. The nature and scope of each
type of non-audit service provided means that auditor independence was not compromised.

AUDITOR’S INDEPENDENCE DECLARATION

A copy of the auditor’s independence declaration as required under Section 307C of the Corporations Act
2001 is set out in the financial report.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The consolidated entities” operations are not regulated by any environmental regulation under a law of the
Commonwealth or of a State or a Territory other than those that pertain to the ownership and development
of real estate.

INDEMNITIES OF OFFICERS

During the financial period the company has paid premiums to insure each of the directors named in this
report along with officers of that company against all liabilities for costs and expenses incurred by them in
defending any legal proceedings arising out of their conduct while acting in the capacity of director or officer
of the company, other than conduct involving a willful breach of duty in relation to the Responsible Entity.
No indemnities have been given or insurance premiums paid, during or since the end of the financial year,

for any person who is or has been an auditor to the company.

Signed in accordance with a resolution of Directors.

Stuart Brown
Managing Director

Dated at Sydney on the 30th day of September 2010.
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CORPORATE GOVERNANCE

ASX Corporate Governance Principles and Recommendations

The Board of Directors of Pelorus Property Group is responsible for the corporate governance of the Company.
Outlined below are the company’s corporate governance practices for the financial year addressing the ASX
Corporate Governance Council’s Principles and Recommendations.

Principle 1: Lay solid foundations for management and oversight

Pelorus operates with a flat management structure. Executive directors are involved in the day-to-day operations
of the business. Decisions at the Board level and the assessment of executive performance are based on
reports received from executive directors and the consideration of issues by executive, non-executive and
independent directors at meetings. Executive directors implement these decisions.

Principle 2: Structure the Board to add value

The directors monitor the business affairs of the company on behalf of shareholders with a specific focus on
the profitability of business activities and the efficiency of its managers. In keeping with this consideration,
board positions are held by a majority of members who are significant shareholders and its Chairman is
not independent. Pelorus has not therefore adopted recommendations 2.1 and 2.2 of the ASX Corporate
Governance Council for the period.

The board is structured to ensure the efficient interaction between the board and management. Specifically,
the board structure is as follows:

Executive Board Members Seph Glew (Chairman)
Stuart Brown
Guy Wynn
Paul Tresidder
Independent and Non-Executive Robin Tedder
Board Members Richard Hill

The board’s primary focus is on driving returns to shareholders by growing Net Tangible Assets and earnings
per share over the long term. The board considers risk management and the ethical conduct of business. In
this regard the board has established the following sub-committees:

Audit Committee Robin Tedder (Chairman)
Richard Hill
Related Party Transactions Committee Richard Hill (Chairman)
Seph Glew
Investment Committee Seph Glew
Robin Tedder
Remuneration Committee The board notes that the remuneration and

recruitment of key senior executives are issues thatare
fundamental to the performance of the company. As
a consequence the board has resolved that this issue
will, when required, form part of the board meeting
agenda for consideration by all board members.

ng@&gsl Annual Report  Financial Year Ended 30 June 2010 11
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The Board is structured with a combination of skills and experiences outlined in the “Information on Directors”
section. The Board members’ skills and experience are consistent with the business operations that Pelorus
undertakes including:

J Structured finance and fund management
J Property management and leasing
J Property development.

The Board’s current composition has operated since the company’s listing date on 20 July 2006. Pelorus
does not foresee the composition changing in the near future and therefore has not established a nomination
committee. The board considers that the independence of a director is not compromised simply by the fact
that the director is a significant shareholder in the company or a significant investor in the company’s projects.
As a consequence the board regards Robin Tedder and Richard Hill as independent directors notwithstanding
that each is significantly invested in the company’s projects, its shares or both.

Principle 3: Promote ethical and responsible decision making

Pelorus has a number of work groups that meet either weekly, fortnightly or monthly. Director and employee
conduct and decision making is discussed at these meetings. In addition, Pelorus imposes restrictions on its
directors and employees trading Pelorus securities when they are in possession of price-sensitive information
that has not been published or made available to the general public. Directors and employees are encouraged
to report any suspected unethical or irresponsible behaviour to the Managing Director.

Principle 4: Safeguard integrity in financial reporting

Financial reports are prepared by the Chief Financial Officer in collaboration with senior management, the
Managing Director and Executive Chairman.

The Audit Committee consists of two independent non-executive directors. The committee reviews the auditing
process for half-yearly and annual reports and meets prior to, during and post the audit to discuss. During
meetings the committee minutes its roles and responsibilities in regards to the audit addressing the need for
a formal charter. The committee has direct access to the auditor during the auditing period and the auditor
attends the committee meetings. The committee may make recommendations to the Board.

Principle 5: Make timely and balanced disclosures

Pelorus undertakes timely market disclosures. The Executive Chairman and Managing Director manage
investor relations and the release of market sensitive information. Information is not published without at
least two directors reviewing the disclosure or announcement. All relevant information is published on the
ASX and the company’s website and any financial results released include commentary from directors. The
company maintains a timetable for its compliance and periodic disclosure requirements.

Principle 6: Respect the rights of shareholders

Pelorus undertakes a number of measures to ensure its shareholders are informed of its operations
including:

J The Executive Directors are available to meet or speak to shareholders;

J The Executive Chairman and Managing Director make themselves available to independent research
houses, brokers and other participants in the financial markets;

J Maintaining an “Investor Key Dates” section on its website and updating the website continually;

J Making available Pelorus” annual and half-yearly reports electronically via email and website;

12 PMEIEQRULS. Annual Report  Financial Year Ended 30 June 2010
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J Enabling access to Pelorus’ external auditor at the Annual General Meeting;

J Placing on its website all releases to the ASX and the media, and full notices of all meetings and
company information on its website including access to archived information; and

J Publishing director interviews and market announcements on commercial market information
services.

Principle 7: Recognise and managing risk

Pelorus identifies and manages risk through a framework managed by the executive directors. Risks are
reported to the Board by management executives at each Board meeting and the Chairman may call an
extraordinary meeting when circumstances require. The Board has received confirmation from the Managing
Director that the declaration provided in accordance with section 295A of the Corporations Act is founded
on a sound system of risk management and internal control.

In its capacity as a responsible entity of managed investment schemes, the company has convened a
compliance committee to report to the Board on compliance systems with respect to its registered schemes.
The committee has a majority of independent members and an independent chair. The company’s compliance
practices and procedures with respect to its registered schemes are subject to external audit. The compliance
committee is constituted as an audit committee for the purposes of the audit of the registered schemes.

Principle 8: Remunerate fairly and responsibly

The Board actively encourages and promotes efficiency, innovation and entrepreneurialism. Senior
management meetings are held weekly to discuss issues and opportunities. The Managing Director and senior
executives are remunerated on the basis of the Board’s consideration of the employee’s responsibilities and
performance, the company’s financial position and market conditions. The Executive Chairman, Managing
Director and Executive Directors determine employee remuneration. Further details of the Board’s approach
to remuneration are detailed in the Remuneration Report, which reflects recommendation 8.2 of the ASX
Corporate Governance Council.

PMEIFQRUSI Annual Report  Financial Year Ended 30 June 2010 13
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SHAREHOLDERS

As at 30 September 2010 the company’s top 20 shareholdings were:

Investor Ordinary Shares (‘000) Share %
1 VINTAGE CAPITAL PTY LTD 47,380 12.48%
2 JAGAR HOLDINGS PTY LTD 43,075 11.35%
3  HOLLIA PTY LIMITED 43,075 11.35%
4  RBC DEXIA INVESTOR SERVICES AUSTRALIA 15,331 4.04%

NOMINEES PTY LIMITED
5 KIRELA UNITHOLDERS A/C 12,384 3.26%
6 SENO MANAGEMENT PTY LTD 11,385 3.00%
7 LYMKEESH PTY LTD 11,286 2.97%
8 KOONTA PTY LTD <KOONTA SUPER FUND> 10,808 2.85%
9  OFFICIUM INVESTMENTS PTY LTD 10,690 2.82%

10 MR RICHARD HILL <RICHARD HILL SUPER FUND> 8,736 2.30%
11 JAGAR PROPERTY CONSULTANTS PTY LTD 8,427 2.22%
12 PINNATUS PTY LTD 8,072 2.13%
13 GLENAHILTY PTY LIMITED 7,721 2.03%
14 TAMPOPO PTY LTD 7,531 1.98%
15 CASTLEBAY PTY LTD 6,787 1.79%
16 | P R NOMINEES PTY LTD 5,949 1.57%
17 SAO INVESTMENTS PTY LTD 5,655 1.49%
18 METHUSELAH CAPITAL MANAGEMENT PTY LTD 5,487 1.45%
19 TRUST COMPANY SUPERANNUATION 5,000 1.32%

SERVICES LIMITED
20 FROGSTORM PTY LTD 4,253 1.12%

As at 30 September 2010 the substantial shareholders, as disclosed in substantial holding notices to the
company, were:

Investor Ordinary Shares Advised Share %
SEPH GLEW 74,171,052 19.54%
PAUL TRESIDDER 71,515,155 18.84%
VINTAGE CAPITAL PTY LTD 49,696,598 13.09%
JAGAR HOLDINGS PTY LTD 43,074,998 11.35%
HOLLIA PTY LIMITED 43,074,998 11.35%

14
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As at 30 September 2010 the distribution of shareholders by size of holding was:

Category No. of Holders
1-1,000 13
1,001-5,000 104
5,001-10,000 89
10,001-100,000 363
100,001 and over 182
Total number of shareholders 751

Pelorus has 41 holders of less than a marketable parcel. On 22 September 2010 Pelorus issued a letter under
clause 2.7 of the company’s constitution to each shareholder with an unmarketable parcel. The Offer gave
those shareholders the option to sell their unmarketable parcel to the company for cash without paying any

brokerage.

The company has 379,564,893 ordinary shares on issue as at 30 September 2010. All shares carry one vote
per share without restrictions. All shares are quoted on the Australian Securities Exchange (ASX Code: PPI).

PELORUS DETAILS

The company’s details are as follows:

Registered Office

Principal Place of Business

Telephone
Fax
Website

Registry

Level 4, 222 Clarence Street
Sydney NSW 2000

Level 1, 50 Yeo Street
Neutral Bay NSW 2089

02 9033 8611
02 9033 8600
www.pelorus.com.au

Registries Limited

Level 7, 207 Kent Street
Sydney NSW 2000
GPO Box 3993

Sydney NSW 2001
www.registries.com.au
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chartered
accountants

Level 18, City Centre,

55 Market Street, Sydney NSW 2000

T +61 2 9283 1666 F +61 2 9283 1866
E admin@esvgroup.com.au
Www.esvgroup.com.au

Auditors Independence Declaration under Section 307C of the Corporations Act 2001

| declare that, to the best of my knowledge and belief, during the year ended 30 June 2010 there have been:

0] no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in
relation to the audit; and

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

Dated at Sydney the 30" day of September 2010.
£sV Chartsed ﬁaM

ESV Chartered Accountants

VD

Tim Valtwies
Partner

A member of TIAG The International Accounting Group (TIAG) is a worldwide network of independent, quality accounting firms.

Liability limited by a scheme approved under Professional Standards Legislation.
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chartered
accountants

Level 18, City Centre,

55 Market Street, Sydney NSW 2000

T +61 29283 1666 F +61 2 9283 1866
E admin@esvgroup.com.au
www.esvgroup.com.au

Independent Audit Report to the members of Pelorus Property Group Ltd and Controlled Entities
Scope

We have audited the accompanying financial report of Pelorus Property Group Ltd (“the Company”), which
comprises the statement of financial position as at 30 June 2010 and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year ended on that date, a summary of
significant accounting policies, accompanying notes to the financial statements and the Directors’ declaration of the
consolidated entity comprising the company and the entities it controlled at year's end or from time to time during
the financial year.

Directors' Responsibility for the Financial Report

The Directors of the Company are responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Act 2001. This responsibility includes establishing and maintaining internal controls relevant to the
preparation and fair presentation of the financial report that is free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances. In Note 1, the Directors also state, in accordance with Accounting Standard
AASB 101 Presentation of Financial Statements, that the financial report comprising the financial statements and
notes, complies with International Financial Reporting Standards as issued by the International Accounting
Standards Board.

Auditor's Responsibility

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

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

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

A member of TIAG The International Accounting Group (TIAG) is a worldwide network of independent, quality accounting firms.

Liability limited by a scheme approved under Professional Standards Legislation.
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Independent Audit Report to the members of Pelorus Property Group Ltd and Controlled Entities
Independence

In conducting our audit, we have met the independence requirements of the Corporations Act 2001. In addition to
our audit of the financial report, we were engaged to undertake the services disclosed in the Note 26 to the
financial report. The provision of these services has not impaired our independence.

Audit Opinion

In our opinion:

(a) the financial report of Pelorus Property Group Ltd and Controlled Entities is in accordance with the
Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of the Company and consolidated entity as at 30
June 2010 and of their performance for the year ended on that date; and

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

(b) The financial report also complies with International Financial Reporting Standards as disclosed in Note 1.
Report on the Remuneration Report

We have audited the Remuneration Report included in pages 8 — 9 of the Directors’ Report for the year ended 30
June 2010. The Directors of the Company are responsible for the preparation and presentation of the
Remuneration Report in accordance with Section 300A of the Corporations Act 2001. Our responsibility is to
express an opinion on the Remuneration Report, based on our audit conducted in accordance with Australian
Accounting Standards.

Auditor’s Opinion

In our opinion the Remuneration Report of Pelorus Property Group Limited for the year ended 30 June 2010,
complies with Section 300A of the Corporations Act 2001.

Dated at Sydney the 30th day of September 2010.

esy Charkred ﬁww«ﬁ/{y

ESV Chartered Accountants

VT

Tim Valtwies
Partner
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PELORUS PROPERTY GROUP LTD
ABN 45 091 209 639

DIRECTORS’ DECLARATION

In accordance with a resolution of directors of Pelorus Property Group Ltd, | state that:

In the opinion of the directors:

1.

the financial statements and notes of the company and of the consolidated entities are in accordance
with the Corporations Act 2001, including:

(@) giving a true and fair view of the company’s and the consolidated entities’ financial position
as at 30 June 2010 and of their performance for the year ended on that date;

(b) complying with Accounting Standards and Corporations Regulations 2001; and
the financial statements comply with International Financial Reporting Standards as disclosed in note 1.

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

this declaration has been made after receiving the declarations required to be made to the directors in
accordance with Section 295A of the Corporations Act 2001 for the financial year ended 30 June 2010.

On behalf of the Board

Stuart Brown
Managing Director
Pelorus Property Group Ltd

Dated at Sydney on the 30th day of September 2010.
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639
Statement of comprehensive income

for the Year Ended 30 June 2010

Fund / Asset Management Income

Property Services Income

Property Rental Income

Investment Income

Gain / (loss) on disposal of assets

Share of associate profit/(loss)

Gains on acquisition of subsidiaries

Gain / (loss) on exchange differences
Unrealised gains / (loss) on revaluation of assets

Total revenue

Business operating expenses
Property Outgoings

Finance costs

Other expenses

Profit before income tax
Income tax (expense) / benefit

PROFIT FOR THE YEAR

Other comprehensive income
Foreign currency translation

Other comprehensive income for the year

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR

Profit attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income attributable to:
Owners of the Company
Non-controlling interests

Earnings Per Share:

Continuing operations:
Basic earnings per share
Diluted earnings per share

The accompanying notes form part of the financial statements

Note

12
13(b)

3(b)

4(a)

6(a)

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
2,523,026 1,685,079 2,189,754 1,661,927
2,989,565 3,255,403 - -
14,862,680 6,768,875 - -
329,214 1,636,548 250,157 1,602,365
744,150 1,118,515 516,653 (133,488)
(508,283) - (508,283) -
48,742 12,555,372 48,742 -
3,802 11,390 - -
4,434,673 (8,068,781) (1,819,766) (5,180,124)
25,427,569 18,962,401 677,257 (2,049,320)
(5,400,152) (5,132,999) (1,380,349) (1,281,164)
(3,860,150) (1,501,789) - -
(6,845,632) (2,635,757) (128) (8,031)
(315,780) (238,113) (197,797) (353,234)
9,005,855 9,453,743 (901,017) (3,691,749)
(1,209,155) 1,357,089 (188,498) 1,360,874
7,796,700 10,810,832 (1,089,515) (2,330,875)
4,691 16,020 - -
4,691 16,020 - -
7,801,391 10,826,852 (1,089,515) (2,330,875)
7,132,447 10,793,471 (1,089,515) (2,330,875)
664,253 17,361 - -
7,796,700 10,810,832 (1,089,515) (2,330,875)
7,137,138 10,809,491 (1,089,515) (2,330,875)
664,253 17,361 - -
7,801,391 10,826,852 (1,089,515) (2,330,875)
$0.02 $004 $ - $ -
$0.02 $004 $ - $ -
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639

Statement of financial position

at 30 June 2010

ASSETS

Current assets
Cash and cash equivalents

Trade and other receivables

Other financial assets
Current tax receivable
Other assets

Total current assets

Non-current assets

Equity accounted investments

Other financial assets

Property, plant and equipment

Investment properties
Deferred tax assets
Intangible assets

Total non-current assets
TOTAL ASSETS

LIABILITIES

Current liabilities

Trade and other payables
Current tax payable
Property debt

Financial liabilities

Other borrowings
Provisions

Total current liabilities

Non-current liabilities
Property debt

Other financial liabilities
Provisions

Total non-current liabilities

TOTAL LIABILITIES
NET ASSETS

EQUITY

Share capital
Reserves
Retained earnings

Parent interest
Minority interest

TOTAL EQUITY

Note

10(a)
23
19

11
10(b)
14
15
23
18

20
23
15
21
21
22(a)

15
21

22(a)

24

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
2,074,242 3,180,771 1,356,816 2,630,799
1,184,117 1,064,824 297,479 666,950
7,604,987 2,766,122 9,155,420 5,880,830
- 214,695 110,091 270,134
327,123 339,176 - -
11,190,469 7,565,588 10,919,806 9,448,713
2,257,606 53,580 2,170,194 44,960
103,636 103,636 75,634,706 76,751,803
355,330 260,982 - -
198,000,000 189,235,000 - -
1,234,857 1,819,413 254,470 223,381
3,647,174 3,322,512 - -
205,598,603 194,795,123 78,059,370 77,020,144
216,789,072 202,360,711 88,979,176 86,468,857
3,224,883 2,515,937 1,704,729 921,384
192,725 - - -
10,500,000 - - -
650,000 - - R
500,000 - - R
180,285 197,491 - -
15,247,893 2,713,428 1,704,729 921,384
85,500,000 97,415,000 - -
6,270,000 2,950,000 - -
5,839 4,500 - R
91,775,839 100,369,500 - -
107,023,732 103,082,928 1,704,729 921,384
109,765,340 99,277,783 87,274,447 85,547,473
87,551,064 84,734,575 87,551,064 84,734,575
(37,815) (41,008) - -
21,368,760 14,356,226 (276,617) 812,898
108,882,009 99,049,793 87,274,447 85,547,473
883,331 227,990 - -
109,765,340 99,277,783 87,274,447 85,547,473

The accompanying notes form part of the financial statements
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639
Statement of changes in equity

For the year ended 30 June 2010

Parent
Balance at 1 July 2008

Total comprehensive income attributable to
members

Issue of options under employee share
based payment

Issue of shares
Cost of issuing equity

Balance at 30 June 2009

Total comprehensive income attributable to
members

Revaluation increment (decrement)

Issue of options under employee share
based payments

Issue of shares
Cost of issuing equity

Balance at 30 June 2010

Ordinary Reta!ned Total
Shares Earnings $
$ $
34,961,702 3,143,773 38,105,475
- (2,330,874) (2,330,874)
5717 - 5717
49,788,400 - 49,788,400
(21,245) - (21,245)
84,734,574 812,899 85,574,473
(1,089,515) (1,089,515)
5717 - 5717
2,820,740 - 2,820,740
(9,968) - (9,968)
87,551,063 (276,616) 87,274,447

The accompanying notes form part of the financial statements
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639
Statement of cash flows

For the year ended 30 June 2010

Note

Cash flows from operating activities:
Receipts from customers

Payments to suppliers and employees
Dividends and distributions received
Interest paid

Interest received

Income tax received

Income tax paid

Net cash provided by / (used in) operating
activities 8(a)
Cash flows from investing activities:

Proceeds from sale of investment
properties

Purchase of investment properties
Proceeds from sale of investments
Acquisition of property, plant and equipment

Acquisition of financial assets

Acquisition of subsidiaries, net of cash
acquired

Proceeds from disposal of subsidiaries, net
of cash disposed

Loans to employees

Repayment from employees

Payment for development of investment
properties

Proceeds from loans repaid

Loans acquired and repaid

Loans to related parties

Repayments from related parties

Net cash provided by / (used in) investing
activities

Cash flows from financing activities:
Proceeds from the issue of share capital

Transaction costs for issue of shares

Merger transaction costs
Proceeds from borrowings
Dividends paid by parent entity

Net cash provided by / (used in) financing
activities

Net decrease in cash and cash equivalents
Cash on 1 July 2009
Effect of exchange rates on cash holdings

Cash and cash equivalents at end of
period 7(b)

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
20,456,319 11,694,933 2,278,855 1,724,880
(9,573,943) (6,913,195) (423,181) (1,624,196)
184,738 1,006,918 180,158 1,123,623
(6,817,518) (2,635,757) - (8,031)
220,210 614,309 145,449 146,757
269,204 - 269,204 -
(489,183) (662,175) (560,299) (711,224)
4,249,827 3,105,033 1,890,186 651,809
600,000 - - -
(282,435) - - -
5,071,859 9,329,538 4,959,899 727,534
(111,700) (24,710) - -
(3,527,536) (2,278,876) (3,427,536) (387,724)
(126,682) (96,989) (126,682) (1,155,100)
36,000 - 36,000 -
- (18,904) - -
- 38,678 - -
(6,094,400) (3,243,124) - -
(1,174,026) (2,196,712) - -
267,223 (8,742,983) - -
- - (13,880,780) 14,347,597
- 548,752 9,284,898 (15,778,123)
(5,341,697) (6,685,330) (3,154,201) (2,245,816)
- 686,243 - 686,243
(9,968) - (9,968) -
- (346,091) - (346,091)
- 2,000,000 - -
- (120,347) - (120,347)
(9,968) 2,219,805 (9,968) 219,805
(1,101,838) (1,360,492) (1,273,983) (1,374,202)
3,180,771 4,561,003 2,630,799 4,005,001
(4,691) (19,740) - -
2,074,242 3,180,771 1,356,816 2,630,799

The accompanying notes form part of the financial statements
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639

Notes to the Financial Statements

For the year ended 30 June 2010

1

Statement of Significant Accounting Policies

General information
Introduction

These financial statements are general purpose financial statements that have been prepared in
accordance with Australian Accounting Standards and other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Act 2001.

The financial statements cover the economic entity of Pelorus Property Group Ltd and Controlled
Entities, and Pelorus Property Group Ltd as an individual parent entity. Pelorus Property Group Ltd is
a listed public company, incorporated and domiciled in Australia.

The financial statements for Pelorus Property Group Ltd and controlled entities for the year ended 30
June 2010 were authorised for issue in accordance with the resolution of the directors on 30"
September 2010.

The financial statements of Pelorus Property Group Ltd and Controlled Entities, and Pelorus Property
Group Ltd as an individual parent entity comply with Australian Accounting Standards and
International Financial Reporting Standards (IFRS) as issued by the International Accounting
Standards Board.

The following is a summary of the material accounting policies adopted by the Group in the
preparation of the financial statements. The accounting policies have been consistently applied,
unless otherwise stated.

Basis of Preparation
Reporting Basis and Conventions

The financial statements have been prepared on an accruals basis and is based on historical costs
modified by the revaluation of selected non-current assets, financial assets and financial liabilities for
which the fair value basis of accounting has been applied.

The parent is an AFS licensee and as referred to in Class Order 10/654, issued by the Australian
Securities & Investments Commission, relating to the inclusion of parent entity Financial Statements
in the consolidated Financial Statements. The class order provides relief from the Corporations
Amendment (Corporate Reporting Reform) Act 2010 and the Group continues to present the parent
entity Financial Statements and the consolidated Financial Statements in accordance with that Class
Order.

The Group has adopted all of the new and revised Standards and Interpretations issued by the
Australian Accounting Standards Board (the AASB) that are relevant to their operations and effective
for the current reporting period. The directors has also elected under s.334(5) of the Corporations Act
2001 to apply AASB Business Combinations (2008) and AASB 127 Consolidated and Separate
Financial Statements (2008), and the associated amending standard AASB 2008-3 Amendments to
Australian Accounting Standards arising from AASB 3 and AASB 127. In addition, the directors have
adopted AASB 101 Presentation of Financial Statements.
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639

Notes to the Financial Statements

For the year ended 30 June 2010

1 Statement of Significant Accounting Policies
Presentation of financial statements
Presentation currency
Both the functional and presentation currency of Pelorus Property Group Limited and its Australian
subsidiaries is Australian dollars. The New Zealand subsidiary's functional currency is New Zealand
Dollars, which is translated to presentation currency (refer to Foreign Currency Translation note
below).
Comparative Figures
When required by Accounting Standards, comparative figures have been adjusted to conform to
changes in presentation for the current financial year. Any change of presentation has been made in
order to make the financial statements more relevant and useful to the user.
Principles of Consolidation
Controlled entities
The consolidated financial statements comprise the financial statements of Pelorus Property Group
Limited and its subsidiaries as at 30 June 2010. A list of controlled entities is contained in Note 30 to
the financial statements. All controlled entities have a June financial year-end and use consistent
accounting policies.
Investments in subsidiaries held by Pelorus Property Group Limited are accounted for at cost in the
separate financial statements of the parent entity less any impairment charges.
Acquisitions of subsidiaries are accounted for using the acquisition method. The
consideration for each acquisition is measured at the aggregate of the fair values (at the date of
exchange) of assets given, liabilities incurred or assumed, and equity instruments issued by the
Group in exchange for control of the acquiree. Acquisition-related costs are recognised in profit or
loss as incurred (refer to Business Combination Note below).
Where controlled entities have entered or left the economic entity during the year, its operating results
have been included from the date control was obtained or until the date control ceased.
A controlled entity is an entity Pelorus Property Group Ltd and Controlled Entities has the power to
control the financial and operating policies of so as to obtain benefits from its activities.
Inter-company balances
All inter-company balances and transactions between entities in the Group, including any unrealised
profits or losses, have been eliminated on consolidation. Accounting policies of subsidiaries have
been changed where necessary to ensure consistencies with those policies applied by the parent
entity.
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639

Notes to the Financial Statements

For the year ended 30 June 2010

1

Statement of Significant Accounting Policies

Non controlling interests

Non controlling interests not held by the Group are allocated their share of net profit and
comprehensive income after tax in the statement of comprehensive income and are presented within
equity in the consolidated balance sheet, separately from parent shareholders' equity.

Critical accounting estimates and judgments

General

The directors evaluate estimates and judgements incorporated into the financial statements based on
historical knowledge and best available current information. Estimates assume a reasonable
expectation of future events and are based on current trends and economic data, obtained both
externally and within the group.

Key estimates - Impairment

The Group assesses impairment at each reporting date by evaluating conditions specific to the group
that may lead to impairment of assets. The directors believed it appropriate to raise impairment
provisions against financial assets, loans and receivables and goodwill in the year ended 30 June
2010. Financial asset provisions have been raised with reference to the prevailing prices at 30 June
2010 of held for trading assets. Goodwill in relation to the RFML Limited acquisition has been
impaired given management’s assessment of the benefits to be received of the cash generating unit it
belongs to (refer to notes 10, 15 and 18 in the notes to the financial statements below).

Foreign currency translation
Group companies

The financial results and position of foreign operations whose functional currency is different from the
Group’s presentation currency are translated as follows:

. assets and liabilities are translated at year-end exchange rates prevailing at that reporting
date;

. income and expenses are translated at average exchange rates for the period; and

. retained earnings are translated at the exchange rates prevailing at the date of the

transaction.

Exchange differences arising on translation of foreign operations are transferred directly to the
Group's foreign currency translation reserve in the balance sheet. These differences are recognised
in the statement of comprehensive income in the period in which the operation is disposed.
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639

Notes to the Financial Statements

For the year ended 30 June 2010

1 Statement of Significant Accounting Policies continued

Property, Plant and Equipment
General Information
Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any
accumulated depreciation and impairment losses.
Plant and equipment
Plant and equipment are measured on the cost basis less accumulated depreciation and impairment
losses.
The cost of replacing part of an item of property, plant and equipment is recognised in the carrying
amount of an item if it is probable that the future economic benefits embodied within the part will flow
to the Group and its cost can be measured reliably. The carrying amount of the replaced part is
derecognised. The costs of the day-to-day servicing of property, plant and equipment are recognised
in profit and loss as incurred.
Depreciation
The depreciable amount of all fixed assets is depreciated on a diminishing value basis over their
useful lives to the Group commencing from the time the asset is held ready for use.
Useful life

The estimated useful lives used for each class of depreciable assets are:

Furniture, Fixtures and Fittings over 2 to 5 years

Office Equipment over 2 to 5 years

Motor Vehicles over 5 to 8 years
The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date.
Disposal
An item of property, plant and equipment is derecognised upon disposal or when no further economic
benefits are expected from its use or disposal.
Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included within "other income" in profit and
loss in the year the asset is derecognised.
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639
Notes to the Financial Statements

For the year ended 30 June 2010

1 Statement of Significant Accounting Policies continued

Investment Properties

Investment properties are measured initially at cost, including transaction costs. The carrying amount
includes the cost of replacing part of an existing investment property at the time that cost is incurred
if the recognition criteria are met, and excludes the costs of day-to-day servicing of an investment
property. Subsequent to initial recognition, investment properties are stated at fair value, which is
based on active market prices, adjusted if necessary, for any difference in the nature, location or
condition of the specific asset at the balance sheet date. Gains or losses arising from changes in the
fair values of investment properties are recognised in profit or loss in the year in which they arise.
Included in the value measurement are adjustments for straight lining of lease income. From 1 July
2009, rental income has been recognised on a straight-line basis in accordance with AASB 117.

Impairment of Asset

At each reporting date, the Group reviews the carrying values of its tangible and intangible assets to
determine whether there is any indication that those assets have been impaired.

If such an indication exists, the recoverable amount of the asset, being the higher of the asset's fair
value less costs to sell and value in use, is compared to the asset's carrying value. In assessing value
in use, either the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset or the income of the asset is capitalised at its relevant capitalisation rate.

An impairment loss is recognised if the carrying value of an asset exceeds its recoverable amount.
Impairment losses are expensed to the income statement.

Impairment losses recognised in prior periods are assessed at each reporting date for any indication
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss is reversed
only to the extent that the asset's carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no impairment loss has been
recognised.

Research and development

Research costs are expensed when incurred. Development costs are capitalised to the extent that
recovery of these costs is assured, and are amortised over the life of the property services
agreement.

Financial Instruments
Borrowing Costs

Borrowing costs directly attributable to the to the acquisition and construction of a qualifying asset are
capitalised as part of the cost of the asset.
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Statement of Significant Accounting Policies continued

Derivative instruments

The Group uses derivative financial instruments (interest rate swaps) to hedge its risks associated
with interest rate fluctuations. Such derivative financial instruments are initially recognised at fair
value on the date on which a derivative contract is entered into and are subsequently remeasured to
fair value.

Derivatives are carried as assets when their fair value is positive and as liabilities when their fair value
is negative.

Any gains or losses arising from changes in the fair value of derivatives are taken directly to profit or
loss for the year.

Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and
other receivables, cash and cash equivalents, loans and borrowings, and trade and other payables.

Non-derivative financial instruments are recognised at fair value plus, for instruments not at fair value
through profit or loss, any directly attributable transaction costs. Subsequent to initial recognition
non-derivative financial instruments are measured as described below.

Recognition

A financial instrument is recognised if the Group becomes a party to the contractual provisions of the
instrument. Financial assets are derecognised if the Group's contractual rights to the cash flow from
the financial assets expire or if the Group transfers the financial assets to another party without
retaining control or substantially all risks and rewards of the asset. Purchases and sales of financial
assets are accounted for at trade date, i.e. the date that the Group commits itself to purchase or sell
the asset. Financial liabilities are derecognised if the Group's obligations specified in the contract
expire or are discharged or cancelled.

Held-for trading financial assets

A financial asset is classified in this category if acquired principally for the purpose of selling in the
short term or if so designated by management and within the requirements of AASB 139: Recognition
and Measurement of Financial Instruments. Realised and unrealised gains and losses arising from
changes in the fair value of these assets are included in the income statement in the period in which
they arise.

Loans and receivables

Loans and receivables including loans to related entities and to key management personnel are
non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market and are stated at amortised cost using the effective interest rate method. Gains and losses are
recognised in profit and loss when the loans and receivables are derecognised or impaired, as well as
through the amortisation process.
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Statement of Significant Accounting Policies continued

Available-for-sale financial assets

The Group's investments in other financial assets are classified as available-for-sale financial assets.
Subsequent to initial recognition, they are measured at fair value. Unrealised gains and losses
arising from changes in fair value are taken directly to equity until the financial assets are
derecognised or determined to be impaired, at which time the cumulative gain or loss previously
reported in equity is recognised in profit and loss.

Financial liabilities

Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less
principal payments and amortisation.

Derivative financial liabilities are measured at fair value. Revaluations are included in the income
statement where hedge accounting is not applied.

Fair value

The fair values of investments that are actively traded in organised financial markets are determined
by reference to quoted market bid prices at the close of business on the balance date. For
investments in related party unlisted unit trusts, fair values are determined by reference published unit
prices of these investments which are based on the net tangible assets of each of the investments.

Impairment

At each reporting date, the Group assesses whether there is objective evidence that a financial
instrument has been impaired. A financial instrument is considered to be impaired if objective
evidence indicates that one or more events have had a negative effect on the estimated future cash
flows of that asset. In the case of available-for-sale financial instruments, a prolonged decline in the
value of the instrument is considered to determine whether an impairment has arisen.

An impairment loss in respect of a financial instrument measured at amortised cost is calculated as
the difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate. An impairment loss in respect of an available-for-sale
financial asset is calculated by reference to its fair value.

Individually significant financial instruments are tested for impairment on an individual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics.

Impairment losses are recognised in the income statement.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after
the impairment loss was recognised. For financial instruments measured at amortised cost, the
reversal is recognised in profit and loss.

PELQRQSI Annual Report  financial Year Ended 30 June 2010

PROPERTYMG R O

31



Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639

Notes to the Financial Statements

For the year ended 30 June 2010

1

Statement of Significant Accounting Policies continued

Intangibles
Goodwill

Goodwill on consolidation is initially recorded at the amount by which the purchase price for a
business or for an ownership interest in a controlled entity exceeds the fair value attributed to its net
assets at date of acquisition. Goodwill on acquisition of subsidiaries is included in intangible assets.
Goodwill is tested annually for impairment or more frequently if circumstances indicate it might be
impaired and carried at cost less accumulated impairment losses.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group's cash generating units that are expected to benefit
from the synergies of the combination, irrespective of whether other assets or liabilities of the Group
are assigned to those units. Each unit to which the goodwill is so allocated:

- represents the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

- is not larger than an operating segment determined in accordance with AASB 8 Segment Reporting.

Impairment is determined by assessing the recoverable amount of the cash-generating unit to which
the goodwill relates. When the recoverable amount of the cash-generating unit is less than the
carrying amount, an impairment loss is recognised. When goodwill forms part of a cash-generating
unit and that unit is disposed of, the goodwill associated with the unit disposed of is included in the
carrying amount of the unit when determining the gain or loss on disposal of the unit. Impairment
losses recognised for goodwill are not subsequently reversed.

As at 30 June 2010, the Goodwill in relation to the purchase of Reed Funds Management Limited
(RFML) has been impaired. Refer to note 18 for details of the impairment of RFML goodwiill.

Investments in Associates

Investments in associate companies are recognised in the financial statements by applying the equity
method of accounting where significant influence is exercised over an investee. Significant influence
exists where the investor has the power to participate in the financial and operating policy decisions of
the investee but does not have control or joint control over those policies. The Group generally
deems they have significant influence if they have between 20% to 50% of the voting rights.

Under the equity method of accounting, investments in the associates are carried in the consolidated
balance sheet at cost plus post-acquisition changes in the Group's share of net assets of the
associates. The Group's share of its associates' post-acquisition profits losses is recognised in the
income statement, and its share of post-acquisition movements in reserves is recognised in reserves.
The cumulative post-acquisition movements are adjusted against the carrying amount of the
investment. When the Group's share of losses exceeds its interest in an equity accounted investee,
the carrying amount of the interest is reduced to nil and the recognition of further losses is
discontinued except to the extent that the Group has an obligation or has made payments on behalf
of the investee.
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Statement of Significant Accounting Policies continued

Interests in joint ventures

The Group has an interest in joint ventures that are jointly controlled operations. A joint venture is a
contractual arrangement whereby two or more parties undertake an economic activity that is subject
to joint control. A jointly controlled operation involves use of assets and other resources of the
venturers rather than establishment of a separate entity. The Group recognises its interest in the
jointly controlled operations by recognising its interests in the assets and the liabilities of the joint
ventures. The Group also recognises the expenses that it incurs and its share of the income that it
earns from the sale of services by the jointly controlled operations.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months or less, and bank overdrafts.

Trade and other receivables

Trade receivables are recognised and carried at original invoice amount less a provision for any
uncollectible debts. An estimate for doubtful debts is made when there is objective evidence that the
Group will not be able to collect the receivable. Financial difficulties of the debtor and default
payments are considered objective evidence of impairment. Bad debts are written off when identified
as uncollectible.

Trade and other payables

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

Interest-bearing borrowings

Interest-bearing borrowings are initially recognised at fair value less any related transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost.

Employee Benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contributions to a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contribution to defined contribution plans are recognised as a personnel
expense in profit and loss when they are due.
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Other long-term employee benefits

The Group's net obligation in respect of long-term employee benefits other than defined benefit plans
is the amount of future benefit that employees have earned in return for their service in the current
and prior periods plus related on-costs. These employee benefits have not been discounted to the
present value of the estimated future cash outflows to be made for those benefits.

Short-term benefits

Liabilities for employee benefits for wages, salaries, annual leave and sick leave represent present
obligations resulting from employee's services provided to the reporting date and are calculated at
undiscounted amounts based on remuneration wage and salary rates that the Group expects to pay
as at reporting date including related on-costs.

Provisions

Provisions are recognised when the Group has a legal or constructive obligation, as a result of past
events, for which it is probable that an outflow of economic benefits will result and that outflow can be
reliably measured.

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

Revenue

Income from management fees in relation to managed investment schemes is recognised when it
becomes legally due and payable to the Company.

Revenue from property services contracts is recognised monthly in arrears.
Property income

Property income comprises rental and recovery of outgoings from property tenants. It is recognised
when it becomes legally due and payable to the Property Owner.
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Statement of Significant Accounting Policies continued

Investment income

Finance income comprises interest on funds invested, gains on the disposal of held for trading
financial assets and changes in the fair value of financial assets at fair value through profit and loss.

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable
to the financial assets.

Dividend revenue is recognised when the right to receive a dividend has been established, which in
the case of quoted securities is the ex-dividend date.

Trust distributions are recognised when they are declared by the Trustee or responsible entity.
Foreign currency gains or losses are reported on a net basis.

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

Income Tax

Current Income Tax expense

The charge for current income tax expense is based on the profit year adjusted for any
non-assessable or disallowed items. It is calculated using the tax rates that have been enacted or are
substantially enacted by the balance sheet date.

Accounting for deferred tax

Deferred tax is accounted for using the balance sheet liability method in respect of temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. No deferred income tax will be recognised from the initial recognition of an
asset or liability, excluding a business combination, where there is no effect on accounting or taxable
profit or loss.

Deferred tax calculation

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or liability is settled. Deferred tax is credited in the income statement except where it relates
to items that may be credited directly to equity, in which case the deferred tax is adjusted directly
against equity.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a
net basis or their tax assets and liabilities will be realised simultaneously.
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Deferred income tax assets

Deferred income tax assets are recognised to the extent that it is probable that future tax profits will
be available against which deductible temporary differences can be utilised.

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

Benefit brought to account

The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legislation and the anticipation that
the economic entity will derive sufficient future assessable income to enable the benefit to be realised
and comply with the conditions of deductibility imposed by the law.

Tax consolidations

Pelorus Property Group Limited has elected to form a tax consolidated group with its wholly owned
entities for income tax purposes under the tax consolidation regime with effect from 1 July 2005. As a
consequence, all members of the tax-consolidated group are taxed as a single entity from that date.
The head entity within the tax-consolidated group is Pelorus Property Group Limited.

In addition to its own current and deferred tax amounts, Pelorus Property Group Limited also
recognises the current tax liabilities (or assets) and the deferred tax assets arising from unused tax
losses and unused tax credits assumed from controlled entities in the tax consolidated group in
conjunction with any tax funding arrangement amounts.

The Company recognises deferred tax assets arising from unused tax losses of the tax-consolidated
group to the extent that it is probable that future taxable profits of the tax-consolidated group will be
available against which the asset can be utilised.

Any subsequent period adjustments to deferred tax assets arising from unused tax losses as a result
of revised assessments of the probability of recoverability is recognised by the head entity only.

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are
recognised as amounts receivable from or payable to other entities in the Group.
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Statement of Significant Accounting Policies continued

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount
of GST incurred is not recoverable from the Australian Taxation Office. In these circumstances the
GST is recognised as part of the cost of acquisition of the asset or as part of an item of the expense.
Receivables and payables in the balance sheet are shown inclusive of GST.

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component
of investing and financing activities, which are disclosed as operating cash flows.

Earnings per share

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

New, revised or amending Standards and Interpretations

The consolidated entity has adopted all of the new, revised or amending Standards and
Interpretations issued by the Australian Accounting Standards Board ('AASB') that are relevant and
effective for the current reporting period.

Any significant impact on the accounting policies of the consolidated entity from the adoption of these
accounting standards and interpretations are disclosed in the relevant accounting policy.

The adoption of these Standards and Interpretations did not have any impact on the financial
performance or position of the consolidated entity. The following Standards and Interpretations are
most relevant to the consolidated entity:

AASB 101 Presentation of Financial Statements ('(AASB 101')

The consolidated entity has applied the revised AASB 101 from 1 July 2009 and now presents a
statement of comprehensive income, which incorporates the income statement and all non-owner
changes in equity. As a result, the consolidated entity now presents all owner changes in the
statement of changes in equity. The balance sheet is now referred to as the statement of financial
position. There is a requirement to present a third statement of financial position if there is
restatement of comparatives through either a correction of error, change in accounting policy or a
reclassification. The cash flow statement is now referred to as the statement of cash flows.

AASB 3 Business Combinations ('AASB 3')

The consolidated entity has applied the revised AASB 3 for all new business combinations acquired
on or after 1 July 2009. As well as the expensing of transaction costs and minority interest now being
referred to as non-controlling interest, there are a number of significant changes.
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AASB 3(2008) Business Combinations applies prospectively to business combinations for which the
acquisition date is on or after 1 July 2009 and alters the manner in which business combinations and
changes in ownership interest in subsidiaries are accounted for. Accordingly, while its adoption has
no impact on previous acquisitions made by the Group, the application of the Standard has affected
the accounting for the acquisition of Tankstream Funds Management Limited and RASP Investments
Pty Ltd in the current period. Refer to Note 13 for details of the acquisitions.

The effect of the AASB 3(2008) and its consequential amendments to the other Australian Accounting
Standards has been to:

e Allow a choice on a transaction-by-transaction basis for the measurement of non-controlling
interests (previously referred to as ‘minority’ interests). In the current period, the acquisition of
Tankstream Funds Management Limited, resulted in the acquisition of all of the equity by the
Pelorus Group and therefore there was no non-controlling interest in the transaction;

e Change the recognition and subsequent accounting requirements for contingent
consideration. Under the previous version of the Standard, contingent consideration was
recognised at the acquisition date only where it met probability and reliably measurable
criteria: under the revised Standard the consideration for the acquisition always includes the
fair value of any contingent consideration. Once the fair value of the contingent consideration
at the acquisition date has been determined, subsequent adjustments are made against
goodwill only to the extent that they reflect fair value at the acquisition date, and they occur
within the ‘measurement period’ (a maximum of 12 months from the acquisition date). Under
the previous version of the Standard, adjustments to contingent consideration were always
made against goodwill;

* Where the business combination in effect settles a pre-existing relationship between the
Group and the acquiree, require the recognition of a settlement gain or loss, measured at fair
value of non-contractual relationships; and

* Require that acquisition-related costs be accounted for separately from the business
combination, generally leading to those costs being expensed when incurred. Previously such
costs were accounted for as part of the cost of the acquisition of the business.

The adoption of this standard had no effect on the result of the Group during the period.

AASB 127 Consolidated and Separate Financial Statements ('AASB 127')

The consolidated entity has applied the revised AASB 127 from 1 July 2009. The revised standard
requires changes in ownership interest of a subsidiary without a change in control to be accounted for
as a transaction with owners in their capacity as owners. It also changes the accounting for losses
incurred by a partially owned subsidiary as well as the loss of control of a subsidiary - refer to the
'principles of consolidation' accounting policy for further details.

AASB 2008-7 Amendments to Australian Accounting Standards - Cost of an Investment in a
Subsidiary, Jointly Controlled Entity or Associate
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This amendment is applicable from 1 July 2009 and removes references to the cost method. The
distinction between pre and post acquisition profits is no longer relevant as all dividends are now
recognised in profit or loss - refer to the 'principles of consolidation' accounting policy for further
details.

AASB 7 Financial Instruments: Disclosure ('AASB 7')

This amended standard is applicable from 1 July 2009 and requires additional disclosure about fair
value measurement of financial instruments, using a three level fair value hierarchy. The
amendments also clarify the disclosure requirements about liquidity risks for derivative transactions
and assets used for liquidity management.

AASB 8 Operating Segments ('AASB 8')

The consolidated entity has applied AASB 8, which replaces AASB 114 'Segment Reporting', from 1
July 2009. AASB 8 requires a management approach to segment reporting based on the information
reported internally. Refer to note 3.

AASB 2009-5 Amendments to Australian Accounting Standards arising from the Annual
Improvements Project

These amendments are applicable to annual reporting periods beginning on or after 1 January 2010.
These amendments result in some accounting changes for presentation, recognition or measurement
purposes, while some amendments that relate to terminology and editorial changes are expected to
have no or minimal effect on accounting. The main change is the removal of specific guidance
onclassifying land as a lease in AASB 117 'Leases', which may result in more land leases being
classified as finance leases. The adoption of these amendments from 1 July 2010 will not have a
material impact on the consolidated entity.

AASB 2009-8 Amendments to AASB 2 - Group Cash-settled Share-based Payment Transactions
These amendments are applicable to annual reporting periods beginning on or after 1 January 2010.
These amendments clarify the scope of AASB 2 'Share-Based Payment' by requiring an entity that
receives goods or services in a share-based payment arrangement to account for those goods or
services no matter which entity in the consolidated entity settles the transaction, and no matter
whether the transaction is settled in shares or cash. These amendments incorporate the
requirements previously included in Interpretation 8 and Interpretation 11 and as a consequence
these two Interpretations are superseded by these amendments. The adoption of these amendments
from 1 July 2010 will not have a material impact on the consolidated entity.

AASB 2009-10 Amendments to AASB 132 — Classification of Rights Issues

These amendments are applicable to annual reporting periods beginning on or after 1 February 2010.
These amendments clarify that rights, options or warrants to acquire a fixed number of an entity's
own equity instruments for a fixed amount in any currency are equity instruments if the entity offers
the rights, options or warrants pro-rata to all existing owners of the same class of its own non-
derivative equity instruments. The adoption of these amendments from 1 July 2010 will not have a
material impact on the consolidated entity.

AASB 2009-12 Amendments to Australian Accounting Standards

These amendments are applicable to annual reporting periods beginning on or after 1 January 2011.
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These amendments make numerous editorial amendments to a range of Australian Accounting
Standards and Interpretations, which have no major impact on the requirements of the amended
pronouncements. The main amendment is to AASB 8 'Operating Segments' and requires an entity to
exercise judgement in assessing whether a government and entities known to be under the control of
that government are considered a single customer for the purposes of certain operating segment
disclosures. The adoption of these amendments from 1 July 2011 will not have a material impact on
the consolidated entity.

AASB 9 Financial Instruments and 2009-11 Amendments Australian Accounting Standards arising
from AASB 9

This standard and consequential amendments are applicable to annual reporting periods beginning
on or after 1 January 2013. This standard introduces new classification and measurement models for
financial assets as part of phase | of the IASB's project to replace IAS 39 (being the international
equivalent to AASB 139 'Financial Instruments: Recognition and Measurement'). It uses a single
approach to determine whether a financial asset is measured at amortised cost or fair value. To be
classified and measured at amortised cost, assets must satisfy the business model test for managing
the financial assets and have certain contractual cash flow characteristics. All other financial
instrument assets are to be classified and measured at fair value. The standard also removes the
impairment requirements for financial assets held at fair value. The accounting for financial liabilities
has not been amended by the IASB and continues to be classified and measured in accordance with
AASB 139. The consolidated entity will adopt this standard from 1 July 2011 but the impact of its
adoption is yet to be assessed by the consolidated entity.

2 Segment Reporting

The Group has adopted AASB 8 Operating Segments and AASB 2008-3 Amendments to Australian
Accounting Standards arising from AASB 8 with effect from 1 January 2009. AASB requires operating
segments to be identified on the basis of internal reports about components of the Group that are
regularly reviewed by the chief operating decision maker in order to allocate resources to the segment
and to assess its performance. In contrast, the predecessor Standard (AASB 114 Segment
Reporting) required an entity to identify two sets of segments (business and geographical), using a
risks and rewards approach, with the entity’s system of internal financial reporting to key management
personnel serving only as the starting point for the identification of such segments. As a result,
following the adoption of AASB 8, this has resulted in the identification of the Group’s reportable
segments changing.

The Group's primary format for segment reporting is based on business segments. The business
segments are determined based on the Group management and internal reporting structure. There is
only one geographical segment being Australasia.

Segment results, assets and liabilities include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis. The operating businesses are organised and
managed separately according to the nature of the products and services provided, with each
segment representing a strategic business unit that offers different products and serves different
markets.
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The Group has now adopted two reporting segments, Fund & Asset Management and Investments.
Following the acquisition of two funds management operations, the Group’s fee earning activities are
primarily derived from property assets held within funds or held on balance sheet. As such the
Groups operations and reporting lines are better represented by consolidating all of the fee earning
operating property businesses within the Fund and Asset Management segment and returns derived
by holding and developing real estate interests under the segment referred to as Investments.

The Fund & Asset management segment engages in funds management as well as property services
that include property management, leasing and general property consultancy. Management now
treats these operations as one “fee earning” operating segment.

The Investment segment includes direct interests in property assets as well as other property related
investments such as listed security investments, property securities, loans and cash. It receives
rental income and incurs property outgoings and property financing costs. It also generates income
from dividends, distributions, and interest.

Transfer prices between business segments are set at an arms length basis.

PELQRQSI Annual Report  Financial Year Ended 30 June 2010

PROPERTYMG R O



Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639
Notes to the Financial Statements

For the year ended 30 June 2010

2 Segment Reporting continued

Year ended 30 June 2010
Revenue

Sales to external customers

Gains on acquisition

Unrealised (loss) / gains on revaluation assets
Inter-segment sales

Total segment revenue

Inter-segment eliminations

Total consolidated revenue

Business Operating Expenses
Property Outgoings

Finance Costs

Other Expenses
Inter-segment expenses

Total Segment Expenses
Inter-segment eliminations

Total Consolidated Expenses

Profit Before Income Tax

Other Comprehensive Income

Foreign currency translation

Total Comprehensive Income For The Year
Before Income Tax

As At 30 June 2010
Segment Assets

Total Assets

Segment Liabilities
Total Liabilities

Net Assets

Fund / Asset

Consolidated

Management Investments Corporate Total
$ $ $ $

5,522,591 15,939,846 21,462,437
- 48,742 48,742
(518,283) 4,434,673 3,916,390
672,281 - 672,281
5,676,589 20,423,261 26,099,850
(672,281)
25,427,569
(3,383,783) (406,726) (1,609,642) (5,400,151)
- (3,860,150) - (3,860,150)
(35,470) (6,810,163) - (6,845,633)
(221,046) - (94,734) (315,780)
- (672,281) - (672,281)
(3,640,299) (11,749,320) (1,704,376) (17,093,995)
672,281
(16,421,714)
2,036,290 8,673,941 (1,704,376) 9,005,855
4,691 - - 4,691
2,040,981 8,673,941 (1,704,376) 9,010,546
8,926,479 207,862,593 216,789,072
216,789,072
(2,828,538) (104,195,194) (107,023,732)
(107,023,732)
6,097,941 103,667,399 109,765,340
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2 Segment Reporting continued

Fund & Asset

Consolidated

Management Investments Corporate Total
$ $ $ $
Year Ended 30 June 2009
Revenue
Sales to external customers 4,940,482 9,635,328 - 14,475,810
Gain on acquisition - - 12,555,372 12,555,372
Unrealised (loss) / gains on revaluation assets - - (8,068,781) (8,068,781)
Inter-segment sales 456,589 - 456,589
Total segment revenue 5,397,071 9,635,328 4,486,591 19,418,990
Inter-Segment eliminations (456,589)
Total Consolidated revenue 18,962,401
Total segment expenses (3,684,036) (5,314,192) (510,430) (9,508,658)
Inter-segment expenses - (456,589) - (456,589)
(3,684,036) (5,770,781) (510,430) (9,965,247)
456,589
Total Consolidated Expenses (9,508,658)
Profit Before Income Tax 1,713,035 3,764,547 3,976,161 9,453,743
Other Comprehensive Income
Foreign currency translation 16,020 16,020
Total Comprehensive Income for the Year Before
Income Tax 1,729,055 2,634,640 5,106,068 9,469,763
As at 30 June 2009
Segment Assets 6,751,580 195,609,131 202,360,711
Total Assets 202,360,711
Segment Liabilties (1,317,980) (101,764,948) (103,082,928)
Total Liabilities (103,082,928)
Net Assets 5,433,600 93,844,183 99,277,783
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3 Revenue

(a) Investmentincome

Consolidated Parent
2010 2009 2010 2009
Note $ $ $ $

Dividends and distributions 109,287 1,006,918 104,708 1,123,623

Finance income 5 219,927 629,630 145,449 478,742
Total investment income 329,214 1,636,548 250,157 1,602,365
(b) Unrealised (loss)/ gains on revaluation of assets

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
Revaluation of interest rate hedges 1,510,000 1,400,000 - -
Provision for impairment of other financial
assets (1,205,403) - (1,696,785) -

Provision for loans impairment (994,780) (46,185) (403,491) -
Goodwill impairment (356,877) - - -
Change in fair value of listed securities 280,510 (24,860) 280,510 (24,860)
Change in fair value of The Woods 691,829 - - -
Change in fair value of Mulgoa Rd, Penrith (33,267) (3,036,550) - -
Change in fair value of The Bakehouse
Quarter 4,542,661 (6,361,186) - (5,155,264)
Unrealised (loss)/ gains on revaluation of
assets 4,434,673 (8,068,781) (1,819,766) (5,180,124)

Impairments of other financial assets relate to the Group’s investments in the Pelorus Pub Fund, RP Trust
and Tankstream Property Investment Fund which were all acquired during the year. They are classified as

Held for Trading assets.
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4 Business operating expenses

Employee & Consultants costs
Occupancy costs

Depreciation expenses
Administration expenses

Total business operating expenses

5 Finance income and expense

Finance income
Interest income on bank deposits

Interest income on loans and receivables

Total finance income

Finance expense:

Interest expense on financial liabilities measured
at amortised cost

Total finance expense

Net finance income and expense

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
3,820,123 3,937,540 970,717 923,459
211,966 207,360 - -
97,922 75,488 - -
1,270,141 912,611 409,632 357,705
5,400,152 5,132,999 1,380,349 1,281,164
Consolidated Parent
2010 2009 2010 2009
$ $ $ $
74,126 208,326 48,843 151,992
145,801 421,304 96,606 326,750
219,927 629,630 145,449 478,742
(6,845,632) (2,635,757) (128) (8,031)
(6,845,632) (2,635,757) (128) (8,031)
(6,625,705) (2,006,127) 145,321 470,631

Finance expenses have increased in the current period. The increase is due to the Group’s acquisition of a
number of subsidiaries that held property debt in the second half of the 2009 financial year. The current
year finance expense reflects the first full year of contribution by these entities to income and expenses.

6 Income Tax Expense

(a) The components of tax expense comprise:

Current tax

Relating to origination and reversal
of temporary differences

Over/ (under) provision in prior year

Total income tax expense /
(benefit)

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
542,641 187,048 181,446 302,017
667,444 (1,544,035) 7,982 (1,526,247)
(930) (102) (930) (136,644)
1,209,155 (1,357,089) 188,498 (1,360,874)
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6. Income Tax Expense continued

(b)  The prima facie tax on profit from ordinary activities before income tax is reconciled to the income tax

as follows:

Prima facie tax payable on profit
from ordinary activities before
income tax at 30% (2009: 30%)

- Consolidated entity

Add:

- Tax effect of:
- Entertainment

- Impaired goodwill

- Provisions and write downs

- Options expenditure

- Gross up imputation credits

- Penalties

- Tax rate differential of foreign

subsidiary
Less:

Tax effect of:
- Costs of issuing equity
- Deferred acquisition

consideration write back
- Revaluation and impairments

- Gains on acquisition of
investments

- Investment allowance

- Imputation credits offset

- Discount on acquisition
(consolidation adj)

- Losses recouped

- Over provision in prior year
- Correction of prior year Deferred

Tax Assets

Income tax attributable to entity

Consolidated Parent
2010 2009 2009
$ $ $

2,701,757 2,836,123 (270,305) (1,107,619)
7,513 4,345 - -
107,063 - - -
634 - 540,000 -
1,715 1,715 1,715 1,715
- 1,364 - 1,364
990 198 397 67
2,312 19,596 - -
(103,903) (115,304) (103,903) (115,304)
(33,000) - (33,000) -
(1,393,644) - -
(27,604) - - -
- (919) - -
- (4,546) - (4,546)
- (3,903,353) - -
- (59,663) - -
- (3,825) (930) (3,731)
(54,678) (132,820) 54,524  (132,820)
1,209,155 (1,357,089) 188,498 (1,360,874)
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7. Cash and Cash Equivalents
Consolidated Parent
2010 2009 2010 2009
$ $ $ $
Cash on hand 4,123 500 - -
Cash at bank 2,070,119 3,180,271 1,356,816 2,630,799
Total cash and cash equivalents 2,074,242 3,180,771 1,356,816 2,630,799
(a) Effective Interest Rate
Cash at bank earns interest at floating rates based on daily bank deposit rates.
(b) Reconciliation of Cash
Consolidated Parent
2010 2009 2010 2009
$ $ $ $
Cash at the end of the financial year
as shown in the cash flow statement is
reconciled to items in the balance
sheet as follows:
Cash and cash equivalents 2,074,242 3,180,771 1,356,816 2,630,799
Deposits on call - - - -
Bank Overdraft - - - -
Cash and cash equivalents 2,074,242 3,180,771 1,356,816 2,630,799
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8 Cash Flow Information

(a) Reconciliation of Cash Flow from Operations with Profit after Income Tax

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
Net income for the period 7,796,484 10,810,832 (1 ,089,515) (2,330,875)
Non-cash flows in profit
Straightline lease income
(125,150) - - -
Revenue from Associates (10,000) - (10,000) -
Depreciation 97,922 202,068 - -
Share based payments 5717 - 5717 -
Net (gain)/loss on disposal of
investments (744,150) (1,118,515) (516,654) 133,488
Unrealised (gains)/losses on investments (48,742) (12,555,372) (48,742) -
Provision of impairment of loans - - 403,492 -
Revaluations, write downs and
impairments of assets (4,273,267) 7,942,201 1,934,686 5,180,124
Impairment of goodwill 356,877 - - -
Unrealised (gains)/losses in foreign
exchange (3,883) (11,392) - -
Bad debts expenses - 117,605 - -
Cost associated with share issuance
recognised in equity - (15,527) - 330,563
Amortisation of borrowing costs 28,120 (21,405) - -
Changes in assets and liabilities, net of
the effects of purchase and disposal of
subsidiaries:
(Increase)/decrease in trade and term
receivables (1,327,123) (551,820) 42,630 (73,721)
(Increase)/decrease in other
receivables 52,525 (11,226) 425,450 54,476
(Increase)/decrease in loan receivables - (51,211) - (358,582)
(Increase)/decrease in prepayments (53,836) (252,414) - -
(Increase)/decrease in unearned
revenue 73,029 31,693 - -
Increase/(decrease) in trade payables
and accruals 1,447,054 573,222 845,718 (211,566)
Increase/(decrease) in income taxes
payable (179,139) (516,708) (294,110) (413,031)
Increase/(decrease) in deferred tax
balances 1,173,256 (1,502,556) 191,514 (1,659,067)
Increase/(decrease) in provisions (15,867) 35,558 - -
Cashflow from operations 4,249,827 3,105,033 1,890,186 651,809
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9

(a)

10

Trade and Other Receivables

CURRENT
Trade receivables

Cash/Deposit held on trust
Deposits

Distributions receivable
Sundry receivables

Total trade and other receivables

Consolidated Parent
2010 2009 2010 2009
$ $ $ $

845,461 634,953 297,479 241,500
282,435 350,000 - 350,000
56,046 4,421 - -
- 75,450 - 75,450
175 - - -
1,184,117 1,064,824 297,479 666,950

On 30 November 2009, the Group entered into a contract to purchase a property at 217 Parramatta Road,
North Strathfield, adjacent to the Bakehouse Quarter. The purchase is for $1,850,000 to be settled in
September 2010. On 3 December 2009, a $185,000 deposit was paid to the vendor for the purchase and
is included in the Group’s accounts under “Cash/Deposits held on trust”.

Financial Assets

(a) Current Financial Assets

Held For Trading
Loans and receivables

Total current financial assets

(b) Non-Current Financial Assets

Other financial assets

Investment in controlled entities

Total non-current financial assets

Note
10(c)
10(d)

10(e)

Investment in controlled entities is recorded at cost.

(c) Held-For-Trading Financial Assets

Listed securities

Units in related party unlisted unit

trusts

Total held-for-trading financial assets

The increase in held for trading assets is due to the acquisition of units in various managed
investment schemes that members of the group act as responsible entity for. The Group now holds
units in RP Trust, Pelorus Telstra House Trust, Tankstream Property Investment Fund, and Pelorus
Pub Fund (see note 12). These investments were acquired for a combination of issued equity and

asset swaps.

Consolidated Parent
2010 2009 2010 2009

$ $ $ $
5,742,138 956,800 1,912,650 952,800
1,862,849 1,809,322 7,242,770 4,928,030
7,604,987 2,766,122 9,155,420 5,880,830

103,636 103,636 103,636 103,636

- - 75,531,070 76,648,167

103,636 103,636 75,634,706 76,751,803

683,100 296,800 683,100 292,800
5,059,038 660,000 1,229,550 660,000
5,742,138 956,800 1,912,650 952,800
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10. Financial Assets continued

(d) Loans and Receivables

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
Loans and receivables to related
parties 1,727,696 1,080,809 315,000 475,476
Loans and receivables to non-related
party 135,153 728,513 - -
Loans and receivables to controlled
entities - - 6,927,770 4,452,554
Total loans and receivables 1,862,849 1,809,322 7,242,770 4,928,030
(e) Other Financial Assets
Consolidated Parent
2010 2009 2010 2009
$ $ $ $
Other financial assets 103,636 103,636 103,636 103,636
Total other financial assets 103,636 106,636 103,636 103,636
1 Investments Accounted for Using the Equity Method
Consolidated Parent
2010 2009 2010 2009
Note $ $ $ $
Interest in joint venture entity 12 5,401 34,960 5,401 34,960
Associated entities 12 2,252,205 18,620 2,164,793 10,000
Total investments 2,257,606 53,580 2,170,194 44 960
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12 Associated Entities

Principal Country of Ownership Carrying Amount of
Name Activities Incorporation Interest Investment
30 June 30 June 30 June 30 June
2010 2009 2010 2009
% % $ $
Property
Pelorus Storage Advantage Pty management
Limited company Australia 33 33 - 10,000
Pelorus Pub Fund Pub owner Australia 28.80 - 2,229,296 -

Financial services
APG Asset Management Pty Ltd and management

company Australia 50 - 5,000 -
Pelathon Management Group Pty  Pub management
Ltd company Australia 40 - 14,000
Financial services
Pelorus Private Clients Pty Ltd and management
company Australia 50 - 401 -
. . . . Property
WE R(tetzll Services (India) Private management
imite company India 50 50 - 34,960
Trentham City Investments
Limited Shopping centre ~ New Zealand 40 40 8,909 8,620

2,257,606 53,580

In August 2009, the Group acquired a 40% interest in Pelathon Management Group Pty Ltd, a pub management company
incorporated in Australia. The company provides management services to the seven pubs in the Pelorus Pub Fund as well as
two other external pubs. The consideration for the acquisition was $4,000.

The fair value of the Pelorus Pub Fund as at 30 June 2010 was 15c¢ per unit as per the published unit price.

In January 2010 the Group acquired units in the Pelorus Pub Fund paid for by the issuance of Pelorus share capital to the
value of $2,820,740. These shares are in escrow.

APG Asset Management Pty Ltd is a joint venture entity that provides asset management services to the newly formed
managed investment scheme Pelorus Telstra House Trust. The interests in the entity were acquired in February 2010 for
$5,000.

The Group acquired a 50% interest in Pelorus Private Clients Pty Ltd (PPC) in April 2010. PPC is a fund management entity
that specialises in structuring private investment syndicates for high net worth individuals. Consideration of $401 was paid for
the interests.
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12 Associated Entities Continued

Summarised financial information in respect of the Group’s associates is set out below.

Pelorus Pub Fund

30/06/10 30/06/09
Share of total assets $12,248,023 -
Share of total liabilities ($10,018,727) -
Groups Share of net assets of associates $ 2,229,296 -
Total profit/(loss) for the period ($4,104,627) -
Groups share of profit/(loss) for the period (21 January 2010 to 30 June 2010) ($518,283) -

13 Acquisition and Disposal of Subsidiaries
(a) Acquisition of Tankstream Funds Management Limited (TFML)

On 1 October 2009, the Group acquired a 100% interest in Tankstream Funds Management
Limited (TFML). TFML is engaged in funds management activities and was acquired with the
objective of growing the Group’s fund and asset management income streams. TFML is the
responsible entity of the Tankstream Property Investment Fund and the Pelorus Pub Fund.

Recognised values on acquisition

$
Cash and cash equivalents 4,575
Trade and other receivables 106,775
Loans and receivables 267,223
Investment 116,609
Property plant and equipment 80,570
Deferred tax assets 42,086
Trade and other payables (148,497)
Loans and payables (575,000)
Other financial liabilities -
Net identifiable assets and
liabilities (105,649)
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13 Acquisition and Disposal of Subsidiaries continued
Consideration
$
Cash -
Contingent consideration
arrangement (i) 300,000
Pelorus Property Group Limited
Shares (PPI) (ii) 304,000
Total consideration 604,000
Goodwill on acquisition 709,659
Net cash inflow: Cash inflow / (outflow)
Cash acquired 4,575
Less: payment for share capital (ii) (180,000)
Net cash outflow (175,425)
(i) The contingent consideration is in relation to the performance of the vendor’'s employment

within the Group for a period of two years after acquisition. The fair value of this
consideration was assessed at acquisition date to be $300,000, based on the probability
of this performance being met. At 30 June 2010 the vendors are no longer employed by
the group and all consideration has been paid or reversed.

(i) 800,000 shares were used as consideration at market value.

Impact of acquisition on the results of the Group

Included in the profit for the period is $366,799 attributable to TFML. Revenue for the period includes
$523,242 in respect of TFML.
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13 Acquisition and Disposal of Subsidiaries continued

(b) Acquisition of RASP Investments Pty Ltd
On 21 June 2010, the Group acquired a further 50% interest in RASP Investments Pty Ltd (RASP).

The gain on acquisition is shown in the parent entity accounts at 30 June 2010.

Recognised values on acquisition

$
Cash and cash equivalents 81,402
Net identifiable assets and
liabilities 81,402
Consideration
$
Cash 32,660
Gain on acquisition 48,742
Net cash inflow: Cash inflow / (outflow)
Cash acquired 81,402
Cash paid (32,660)
Net cash inflow 48,742

Impact of acquisition on the results of the Group

Included in the profit for the period is $203,250 attributable to RASP. Revenue for the period includes
$296,579 in respect of RASP.

(c) Disposal of RASP 2 Investments Pty Ltd

During the period, the Group disposed of 50% of its interest in RASP 2 Investments Pty Ltd (RASP
2), reducing its continuing interest to 0%. The proceeds on disposal of $36,000 were received in
cash.

54 REITQRRQS. Annual Report  Financial Year Ended 30 June 2010



Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639
Notes to the Financial Statements

For the year ended 30 June 2010

14 Property Plant and Equipment

Consolidated

2010 2009
$ $
Furniture, fixtures and fittings
At cost 353,867 263,030
Less accumulated depreciation (143,183) (104,118)
Total furniture, fixtures and fittings 210,684 158,912
Office equipment
At cost 286,210 232,145
Less accumulated depreciation (176,501) (130,075)
Total Office equipment 109,709 102,070
Motor vehicles
At cost 48,000 -
Less accumulated depreciation (13,063) -
Total Motor vehicles 34,937 -
Total Property, plant and equipment 355,330 260,982
No property plant and equipment is held by the Parent
(a) Movements in Carrying Amounts
Consolidated
.F urniture, Office Motor
Fixtures and . .
e Equipment Vehicles
Fittings Total
$ $ $ $
30 June 2010
Balance at the beginning of year 158,912 102,070 - 260,982
Additions 90,837 53,435 48,000 192,272
Disposals - - - -
Depreciation expense (39,065) (45,796) (13,063) (97,924)
Balance at the end of year 210,684 109,709 34,937 355,330
30 June 2009
Balance at the beginning of year 199,373 105,387 - 304,760
Additions 1,600 32,141 - 33,741
Disposals (6,187) (7,347) - (13,534)
Depreciation expense (35,874) (28,111) - (63,985)
Carrying amount at the end of year 158,912 102,070 } 260,982
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15 Investment Properties and Property Debt

Bakehouse
Quarter Penrith The Woods Bondi Surry Hills Total
$'000 $'000 $'000 $'000 $'000 $'000
Investment property fair value at 30

June 2009 155,515 16,500 15,000 975 1,245 189,235
Capital improvements 4,882 17 759 - - 5,658
Straight-line lease receivable 60 16 49 - - 125
Revaluations 4,543 (33) 692 - - 5,202
Disposal of investment property - - - (1,210) (1,245) (2,455)
Gain on disposal - - - 235 - 235
'nj’jrf;”;%qtopmperty fair value at 30 165,000 16,500 16,500 ] ] 198,000
Property debt (77,500) (10,500) (8,000) - - (96,000)
Other financial liabilities - (5,715) - - - (5,715)
Net property equity 87,500 285 8,500 - - 96,285
Property debt to value ratio 47% 64% 48% - - 48%

The Bakehouse Quarter is a significant development site located in North Strathfield, Sydney. The project
involves the conversion of the old Arnott’s biscuit factory into an urban business precinct with over 35,000
sgm of commercial, retail, restaurant and entertainment space completed and trading. The site is
expected to grow roughly 100,000 sgm over the next five to ten years. In February 2010 the Western
precinct of the Bakehouse Quarter was independently valued at $66.2 million on a site-by-site basis. This
reflected an initial yield of 8% on completed elements. The Eastern precinct is currently undergoing an
independent valuation. The director’s value adopted at 30 June 2010 of just under $98.8 million for the
Eastern precinct has adopted the methodology and yield assumptions inherent in the Western
independent valuation. Following the Western independent valuation the limit on the facility secured
against this side of the property was reduced to $37.8 million from $39 million. It has an expiry date of
September 2011 and has $300,000 of the facility undrawn. The remaining debt secured against the
property expires in September 2012 and has a limit of $40 million, which is fully drawn.

The Penrith property is a bulky goods retail centre known as 120 Mulgoa Road, Penrith, Sydney. The
property was independently valued at 30 June 2010 at $16.5 million that reflects an initial yield of 9.1%.
The debt secured against the property matures in May 2011 and is fully drawn at $10.5 million. Other
Financial Liabilities refers to the interests in the property of the Pelorus Penrith Fund No.2. (PPF2). PPF2
has a hybrid property investment vehicle with a $6,000,000 interest in the property secured by a
registered second mortgage. The Group holds 285,000 units in the fund, which represents Net property
equity. Any increase in the value of the property above $16.5 million (that is Property Debt plus Other
Financial Liabilities) will accrue to the Group.

It is management’s belief that the independent valuation methodologies adopted on both of the above
properties reflect a prevailing negative property market sentiment. However management also considers
that if the properties were put to market they may achieve a price that is significantly higher than that
calculated by the independent valuation methodologies adopted.

The Woods is a conversion of a 9,000 sgm failed bulky goods retail site into a mixed-use action centre
situated on Woodville Road, Villawood, Sydney. The property is now fully leased with the last two tenants,
an indoor climbing gym and indoor go kart operator commencing trade in the last 6 months. The debt
secured against the property is due to mature in September 2012 and is fully drawn at $8 million. The
current fair value of $16.5 million is a directors’ valuation that reflects a capitalisation rate of 9.25%.
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15 Investment Properties and Property Debt continued

In arriving at fair value of the properties the directors consider the discounted cashflows of the investment
property based on estimates of future cash flows, recent prices for similar properties and capitalised income
projections based on the properties’ net market income.

The Bondi and Surry Hills properties were residential properties providing short term accommodation to
working tourists. The Bondi property was sold in June 2010 for $1.21 million resulting in a gain on disposal
of over $200 thousand. Pelorus’ interest in the Surry Hills property was sold to its partners resulting in the
property and debt leaving the Pelorus balance sheet.

16 Lease Commitments Receivable

17

The Group leases out its investment property held under operating leases. The future minimum lease
payments receivable are disclosed below.

Rent Receivable

Receivable within 1 year 1$2,035,952
Receivable within 1-5 years 30,404,210
Receivable more than 5 years 15,299,194
Total 57,739,356

Income and expenses from direct property investments
Consolidated
30 June 2010 30 June 2009
$ $

Income

Direct Property Investment Income 14,862,680 6,768,875
Expenses

Direct Property Outgoings (3,860,150) (1,501,789)
Finance costs (6,845,632) (2,635,757)

There has been a significant increase in direct property income and expenses in the current period when
compared to the comparable June 2009 period. This increase is due to the Group’s acquisition of a number
of subsidiaries, with investment properties, during December 2008 and early in the 2009 calendar year.
Since these assets have now been on hand for the entire current period, income and expenses from these
assets have increased accordingly.
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18 Intangible Assets

Consolidated

2010 2009
$ $

Goodwill
Goodwill on consolidation 3,964,110 3,254,451
Accumulated impairment losses (356,877) -
Net carrying value 3,607,233 3,254,451
Development costs
At cost - 620
Net carrying value - 620
Capitalised borrowing costs
Cost 39,941 67,441
Net carrying value 39,941 67,441
Total Intangibles 3,647,174 3,322,512
Goodwill as at 30 June 2009 3,254,451
Adjustment to 2009 goodwill -
Opening goodwill July 2009 3,254,451
Goodwill recognised on acquisition of TFML 709,659
Impairment of RFML Goodwill (356,877)
Goodwill as at 30 June 2010 3,607,233

Goodwill was acquired through the acquisition of 100% of the issued capital of Tankstream Funds Management

Limited on 1 October 2009. Refer to note 13 for further details.

Following an analysis of the recoverable amount of the RFML cash generating unit it was resolved to impair all
of the goodwill in relation to the acquisition of RFML. The recoverable amount reflects RFML’s value in use
which was calculated with reference to a discounted cash flow of future net income using a discount rate of 10%.

The goodwill impaired relates to the Fund/Asset Management segment.

19 Other Assets

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
CURRENT
Prepayments 327,123 23,606 - -
Other assets - 315,570 - -
Total other assets 327,123 339,176 - -
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20 Trade and Other Payables

Consolidated Parent
2010 2009 2010 2009

$ $ $ $
CURRENT
Unsecured liabilities
Trade payables 2,725,875 1,823,321 1,740,329 401,277
Consideration payable re RFML - 350,000 - 350,000
Intercompany tax payable - - - 114,970
Deposits Payable 95,794 89,893 - -
GST payable/ (receivable) 263,352 152,719 (36,122) 55,137
Sundry payables and accrued expenses 31,275 64,446 522 -
Rental income in advance 108,587 35,558 - -
Total trade and other payables 3,224,883 2,515,937 1,704,729 921,384

21 Financial Liabilities

Other borrowings
Consolidated

2010 2009
$ $
CURRENT
Other borrowings 500,000 -
Total other borrowings 500,000 -

Other borrowings relate to a working capital facility acquired through the Tankstream Funds
Management Limited acquisition. The debt matures on 28 February 2011 and is subject to semi-annual
amortisation of $25,000.

Other Liabilities

Consolidated

2010 2009
$ $
CURRENT
Interest rate hedge 650,000 -
Total other liabilities 650,000 -
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22

21 Financial Liabilities continued

NON-CURRENT

Interest rate hedge 555,000 2,715,000
Pelorus Penrith Fund No. 2 5,715,000 235,000
Total other liabilities 6,270,000 2,950,000

The interest rate hedge liabilities represent the mark to market valuations of hedges in place at 30 June
2010 with respect to property debt held over the Penrith, Bakehouse Quarter and The Woods properties.

The Pelorus Penrith Fund No. 2 (PPF2) other liability represents the second mortgage granted over the
Penrith property, held by PPF2. The movement in the liability is due to the sale of PPF2 units to entities
outside of the Pelorus Group resulting in PPF2 no longer being part of the consolidated Group. This second
mortgage is no longer eliminated on consolidation and results in it being recorded by the consolidated
group. PPF2 is a 7 year fixed term fund that matures in 2014.

There are no financial liabilities held by the Parent.

Provisions
Legal Employee
proceedings entitlements Total
$ $ $
Opening balance at 1
July 2009 50,000 151,991 201,991
Additional provisions - 93,338 93,338
Amounts used (50,000) (59,205) (109,205)
Balance at 30 June 2010 - 186,124 186,124
(a) Analysis of Total Provisions
Consolidated
2010 2009
$ $
Current 180,285 197,491
Non current 5,839 4,500
Total provisions 186,124 201,991

The number of employees for the Group as at 30 June 2010 is 31 (30 June 2009: 22).

There are no provisions held by the Parent.
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23 Tax

CURRENT
Income tax receivable / (payable)

NON-CURRENT

Deferred tax balance comprises:
Fair value adjustments

Employee entitlements
Interest rate swaps
Asset impairment
Loan Provisions

FBT Instalments
Accruals

Unearned income
Loans and investments impairments
Deferred income
Straightline income
Prepayments

Total deferred tax assets / (liabilities)

24 Issued Capital

(@) Summary Table

379,564,893 (30 June 2009:
364,593,893) Ordinary

Total issued capital

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
(192,725) 214,695 110,091 270,134
(192,725) 214,695 110,091 270,134
659,268 223,381 - 223,381
55,838 55,028 - -
361,500 750,000 - -
553,925 872,991 133,423 -
177,386 - - -
119,907 - - -
228 - - -
32,576 - - -
- - 121,047 -
(690,515) - - -
19,449 - - -
(54,705) (81,987) - -

1,234,857 1,819,413

254,470 223,381

Consolidated

2010 2009

$

$

87,551,064 84,734,575

Parent

2010 2009
$ $

87,551,064 84,734,575

87,551,064 84,734,575

87,551,064 84,734,575
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24 Issued Capital continued

(b) Movement in shares on issue

Consolidated Parent
2010 2009 2010 2009
No. No. No. No.
At the beginning of reporting period 364,593,893 113,649,724 364,593,893 113,649,724

Shares issued during the year:
Employee Share Scheme 125,000 195,729 125,000 195,729
Issued for acquisition of Bakehouse

Quarter Fund units - 168,016,256 - 168,016,256
Issued for acquisition of Planloc Pty -

Ltd shares 64,075,758 - 64,075,758
Issued for acquisition of Pelorus -

Storage Fund units 11,550,000 - 11,550,000
Issued for acquisition of Pelorus -

Penrith Fund No. 2 units 5,300,000 - 5,300,000
Pro-rata issue for Directors and -

Shareholders shortfall shares 1,806,426 - 1,806,426
Issue for acquisition of Pelorus Pub

Fund Units 14,846,000 - 14,846,000 -
At reporting date 379,564,893 364,593,893 379,564,893 364,593,893

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in
proportion to the number of shares held.

At the shareholders meetings, each ordinary share is entitled to one vote when a poll is called,
otherwise each shareholder has one vote on a show of hands.

All shares are fully paid and have no par value.
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25

Dividends

There were no dividends declared or paid in the year ended 30 June 2010 (30 June 2009: nil)

(b)

26

Balance of franking account

The amount of franking credits
available for the subsequent
financial year are:

- franking account balance as at the
end of the period at 30% (2009:
30%)

- franking credits that will arise from
the payment of income tax

Total franking account balance

Auditors' Remuneration

Remuneration of the auditor of the
parent entity for:

- Auditing or reviewing the financial
statements of the group

- Auditing or reviewing the financial
statements of the groups
subsidiaries

- Auditing or reviewing the financial
statements of the Managed
Investment Schemes for whom
Pelorus acts as Responsible Entity

- Taxation and compliance services
- Other services

Total auditors' remuneration

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
230,458 175,435 154,763 117,692
207,115 - 207,115 -
437,573 175,435 361,878 117,692
Consolidated Parent
2010 2009 2010 2009
$ $ $ $
126,488 103,549 142,412 98,000
26,918 - - -
8,511 23,400 8,511 23,400
16,016 14,820 14,001 14,820
4,920 6,600 4,920 6,600
182,853 148,369 169,844 142,820
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27 Capital and Leasing Commitments

28

29

Operating Lease Commitments

Non-cancellable operating leases contracted for but not capitalised in the financial statements

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
Payable - minimum lease payments
- not later than 12 months 192,700 186,960 - -
Total operating lease commitments 192,700 186,960 - -

Capital Commitments

On 30 November 2009, the Group entered into a contract to purchase at 217 Parramatta Road, North
Strathfield, adjacent to the Bakehouse Quarter. The purchase is for $1,850,000 to be settled in September
2010. On 3 December 2009, a $185,000 deposit was paid to the vendor for the purchase and is included in
the Group’s accounts under “Cash/Deposits held on trust”’ (see note 9).

Contingent Liabilities and Contingent Assets

In May 2010 MacarthurCook Property Securities Fund (MPS) announced that it has commenced legal
proceedings to recover an alleged debt from RFML Limited (RFML). RFML is the responsible entity of the
RP Trust (formerly Reed Property Trust) and was acquired by Pelorus in June 2009. RFML disputes the
alleged debt and will defend the court proceedings commenced against it and the RP Trust.

The alleged debt relates to an investment in the RP Trust by MPS made prior to Pelorus’ acquisition of
RFML and the change of control of MacarthurCook. Pelorus was aware of these matters at the time of its
acquisition of RFML. In acquiring RFML, Pelorus did not assume nor guarantee any of RFML'’s prior actual,
contingent or alleged obligations and, if they exist, does not regard them as a financial risk to the Pelorus
Property Group.

There are no other contingent assets or liabilities as at 30 June 2010.
Events After the Balance Sheet Date and Non-current Assets Held for Sale

On 20 July 2010 the Group announced that it would put a proposal (Restructure) to shareholders at its next
Annual General Meeting (AGM). The Restructure will entail the Group splitting into its functional parts.
Specifically, Funds Management and Property Services, the Bakehouse Quarter and the Group’s other
operations aimed at generating value by counter cyclical, opportunistic and in some cases aggressive
investment and ventures. More information on the Restructure can be found in the ASX release dated 20
July 2010. In addition the Restructure will lead to the delisting of the Group’s shares from the ASX.

This plan will result in the Group disposing of some non-current assets. In particular the ownership of the
Bakehouse Quarter property will be privatized. The Investment segment of the Group will significantly
decrease in size and activity as a result.
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30 Controlled Entities

Country of Percentage Percentage
incorporation Owned Owned

Name 30 June 2010 30 June 2009
Parent Entity:
Pelorus Property Group Ltd Australia
Subsidiaries of parent entity:
Armada Holdings Pty Ltd Australia 100 -
Armada Investment Management Pty Ltd Australia 100 -
Armada Securities Limited Australia 100 -
Bakehouse Cellars Pty Ltd Australia - 100
Bakehouse Quarter Fund Australia 100 100
BQF Pty Ltd Australia 100 100
Capital Storage Services Pty Ltd Australia 51 51
DDT Projects Pty Limited Australia 100 100
Pelorus Management (NZ) Limited New Zealand 100 100
Pelorus Management Services Pty Ltd (formerly

Wynn Tresidder Management Pty Ltd) Australia 100 100
Pelorus PIPES Trust No. 5 Australia 100 100
Planloc Pty Ltd Australia 100 100
RASP Investments No. 2 Pty Ltd Australia - 50
RASP Investments Pty Ltd Australia 100 50
RFML Limited Australia 100 100
RFM Nominees Pty Ltd Australia 100 100
Tankstream Funds Management Limited Australia 100 -
Tankstream Hotels Pty Ltd Australia 100 -
WRYV Pty Limited Australia 100 100
WRYV Unit Trust Australia 68 68
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31 Related party transactions

Consolidated Parent
2010 2009 2010 2009
Note $ $ $ $
Fees received
Kirela Pty Ltd (Bakehouse Quarter Fund) 266,415 1,177,316 - 436,010
JPS Properties Pty Ltd 53,832 58,809 - -
Mosman Branch Pty Ltd 16,890 16,127 - -
Alerik Pty Ltd ATF Alerik Unit Trust 290,623 235,661 68,750 71,500
Bin 24 Restaurants Pty Ltd 107,656 - - -
Trentham City Investments Limited 579,046 521,889 - 44,749
Pelorus Storage Advantage Pty Ltd - 3,253 - -
WRYV Pty Limited (WRYV Unit Trust) - 107,387 - 48,750
RP Trust 1,492,346 - 955,439 -
Pelorus Pub Fund & Pelorus Hotels Limited 218,800 - - -
Tankstream Property Investments Fund 379,796 - - -
Tankstream Global Property Fund 7,500 - - -
Pelorus Telstra House Trust 29,670 - - -
APG Asset Management Pty Ltd 330,634 - 330,634 -
Claremont Street Pty Ltd 1,094 - - -
Seph Glew 1,763 7,332 - -
Paul Tresidder 925 1,731 - -
Guy Wynn 86 - - -
Robin Tedder - 538 - -
Total 3,777,076 2,130,043 1,354,823 601,009
Rent paid
JPS Properties Pty Ltd 203,616 463,909 - -
Total 203,616 463,909 ) )
Consultancy fees paid
Frogstorm Pty Ltd - 23,500 - 23,500
Castle Bay Pty Ltd 280,000 184,242 280,000 184,242
Seno Management Pty Ltd 285,000 285,000 285,000 285,000
Lymkeesh Pty Ltd 285,000 185,000 125,000 185,000
Kokoda Pty Ltd - 90,000 - -
Total 850,000 767,742 690,000 677,742
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31 Related Party Transactions continued

Directors fees paid

Seno Management Pty Ltd
Lymkeesh Pty Ltd
Hillandip Pty Ltd

Koonta Pty Ltd

Total

Interest received

Frogstorm Pty Ltd

Old Bear Pty Ltd

WRYV Unit Trust

Trentham City Investments Limited

Total

Loans to related parties:
Trentham City Investments Limited
Old Bear Pty Ltd

Frogstorm Pty Ltd

WT Retail Services (India) Private Ltd

Bin 24 Restaurants Pty Ltd
Pelorus Pub Fund
Pelorus Private Clients Limited

Total

Distributions received
Pelorus Storage Fund

Pelorus Telstra House Trust
Pelorus Penrith Fund No.2

Total

Interest paid
Pelorus Penrith Fund No.2

Total

Consolidated Parent
2010 2009 2010 2009
Note $ $ $ $
75,000 75,000 75,000 75,000
55,000 55,000 55,000 55,000
55,000 55,000 55,000 55,000
55,000 55,000 55,000 55,000
240,000 240,000 240,000 240,000
16,306 21,325 - -
13,999 18,294 - -
155,037 298,739 155,037 298,739
- 434 - -
185,342 338,792 155,037 298,739
89,513 86,614 - -
246,752 232,753 - B
287,631 271,325 - B
503,492 475,476 503,492 475,476
- 14,641 - -
788,800 - - -
215,000 - - -
2,131,188 1,080,809 503,492 475,476
59,948 183,940 59,948 176,718
40,340 - 35,760 -
504,438 317,800 - 317,800
604,726 501,740 95,708 494,518
525,000 20,147 - -
525,000 20,147 - -
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31 Related Party Transactions Continued

(a) Identification of Related Parties continued

Entity . Legal/ Beneficial Interest as at 30
Name Type Directors June 2010
Alerik Pty Ltd Company Seph Glew, Paul Tresidder Seph Glew, Paul Tresidder
Seph Glew, Paul Tresidder, Robin

Alerik Unit Trust Trust n/a Tedder, Richard Hill
APG Asset Management
Pty Ltd Company Seph Glew, Stuart Brown Pelorus Property Group Limited (50%)
BQF Pty Ltd Company Stuart Brown Pelorus Property Group Limited
Bin24 Restaurants Pty Seph Glew, Robin Tedder, Paul Seph Glew, Robin Tedder, Paul
Ltd Company Tresidder Tresidder
Capital Storage Services
Pty Ltd Company Stuart Brown Pelorus Property Group Limited (51%)
Castle Bay Pty Ltd Company Guy Wynn Guy Wynn

Claremont Street Pty Ltd | Company Seph Glew, Paul Tresidder

Seph Glew, Paul Tresidder

CW Associates Pty Ltd Company Craig Williams

Craig Williams

Frogstorm Pty Ltd Company Stuart Brown

Stuart Brown

Hillandip Pty Ltd Company Richard Hill

Richard Hill

JPS Properties Pty Ltd Company Seph Glew, Paul Tresidder

Seph Glew, Paul Tresidder

Kirela Development Unit

Trust Trust n/a Seph Glew, Paul Tresidder
Kirela Pty Ltd Company Seph Glew, Paul Tresidder Seph Glew, Paul Tresidder
Kokoda Pty Ld Company Guy Wynn Guy Wynn

Koonta Pty Ltd Company Robin Tedder Robin Tedder

Lymkeesh Pty Ltd Company Paul Tresidder Paul Tresidder

Mosman Branch Pty Ltd Company Seph Glew, Paul Tresidder

Seph Glew, Paul Tresidder
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31 Related Party Transactions Continued

(a) Identification of Related Parties continued

Old Bear Pty Ltd Company David Tresidder

David Tresidder

Pelathon Management
Group Pty Ltd Company Seph Glew, Stuart Brown

Pelorus Property Group Limited

Pelorus Penrith Fund No.
2 Trust n/a

Pelorus Pipes Trust No. 5

Pelorus Private Clients

Limited Company Seph Glew, Stuart Brown Pelorus Property Group Limited
Pelorus Property Group Limited

Pelorus Pub Fund & Stapled

Pelorus Hotels Limited Fund n/a Tankstream Funds Management Ltd.

Pelorus Storage

Advantage Pty Ltd Company Stuart Brown Pelorus Property Group Limited
Seph Glew, Stuart Brown, Guy Wynn,
Pelorus Storage Fund Trust n/a Paul Tresidder

Pelorus Telstra House

Trust Trust n/a Pelorus Property Group Limited
Capital Storage Services Pty Ltd
Pelorus Pipes Trust No. 5
RP Trust Trust n/a

Seno Management Pty
Ltd Company Seph Glew

Seph Glew

Tankstream Global

Property Fund Trust n/a Tankstream Property Investments Fund
Trentham City NZ

Investments Limited Company Seph Glew, Stuart Brown Pelorus Management (NZ) Limited
WRYV Unit Trust Trust n/a Pelorus Property Group Limited

WT Retail Services Indian

(India) Private Ltd Company Guy Wynn, Paul Tresidder Pelorus Property Group Limited
Yandina Sub-Trust Trust n/a RP Trust
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31

(b)

(c)

(d)

(e)

()

Related Party Transactions Continued

Beneficial holdings

The direct, indirect and beneficial holding of directors and their director-related entities in the share
and share options of the Company as at 30 June 2010 is:

Shares: 193,264,835 (30 June 2009: 191,663,727) Ordinary shares
Options: 24,880,000 (30 June 2009: 24,880,000)

Refer Note 32(a) for further details.

Property management and leasing fees received

The consolidated entity receives property management and leasing fees from various related parties.
These fees are paid under a property management agreement and the fees charged are determined
with reference to arm's length commercial rates.

Fund management fees

Fund management fees are provided for in the fund constituent documents and fees charged are
determined with reference to arm's length commercial rates.

Rental expenses

Rent is paid to JPS Properties Pty Ltd for use of the Group's Neutral Bay head office premises. The
rent paid is subject to a lease, which is determined with reference to arm's length commercial rates.

Pelorus Management Services paid rental expenses of $203,616 to JPS Properties Pty Ltd during the
period. This rental expense is fully recovered from unrelated tenants and as such does not form part
of occupancy costs.

Consultancy fees

The Group has entered into consultancy arrangements with entities associated with Stuart Brown,
Seph Glew, Paul Tresidder, Richard Hill, Robin Tedder and Guy Wynn. The fees charged are subject
to consultancy agreements and rates charged are determined with reference to arm's length
commercial rates.
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31

Related Party Transactions Continued

(g) Loans to / from related parties

WRYV Pty Ltd ATF WRV Unit Trust

$7,005,000 is loaned to WRV Pty Ltd ATF WRYV Unit Trust by Pelorus PIPES Trust No.5.

Old Bear Pty Ltd and Frogstorm Pty Ltd

These loans are secured by shares in Pelorus Property Group Ltd and interest is currently charged at 5.75% per
annum.

The highest amount of indebtedness for Key Management Personnel being Frogstorm Pty Ltd was $287,631 on
30 June 2010.

Planloc Pty Ltd

Pelorus Penrith Fund No 2 holds a PIPES mortgage secured over 120 Mulgoa Rd, Penrith. 285,000 of the units
in PPF2 are held by members of Pelorus Property Group Limited. Interest is payable under the mortgage at a
rate of 8.75% per annum.

(h) Other Related Party Transactions

Pelorus Property Group Ltd sold 100,000 units (plus 3,000 commission units) in Pelorus Telstra House
Trust to CW Associates Pty Ltd for $100,000 on 1 February 2010.

Pelorus Property Group Ltd sold 200,000 units (plus 6,000 commission units) in Pelorus Telstra House
Trust to Seno Management Pty Ltd for $200,000.

Pelorus Property Group Ltd sold 50,000 units (plus 1,500 commission units) in Pelorus Telstra House
Trust to Lymkeesh Pty Ltd for $50,000.

Pelorus Property Group Ltd sold 150,000 units (plus 4,500 commission units) in Pelorus Telstra
House Trust to Richard Hill for $150,000.

Pelorus Property Group Ltd sold 10,000 units (plus 300 commission units) in Pelorus Telstra House Trust
to Robbie Fallon for $10,000.

Pelorus Property Group Ltd sold 100,000 units in Pelorus Telstra House Trust to Capital Self Storage for
$100,000.

Pelorus Property Group Ltd sold 600,000 units in Pelorus Telstra House Trust to JPS Properties Pty Ltd
for $600,000.

Pelorus Property Group Ltd sold 300,000 units in Pelorus Telstra House Trust to Bin 24 Restaurants Pty
Ltd for $300,000.

Pelorus Property Group Ltd acquired 1,300,000 units in Pelorus Telstra House Trust for $1,300,000.

Pelorus Property Group Ltd sold 100,000 units in Pelorus Telstra House Trust to Kirela Developments
Unit Trust for $100,000 on 1 April 2010, and 300,000 units for $342,000 on 31 May 2010.

Planloc Pty Ltd sold 20,000 Pelorus Property Group Ltd shares to Kirela Developments Unit Trust for
$4,000.
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31 Related Party Transactions Continued

32

Pelathon Management Group Pty Ltd all of Kirela shares in Bakehouse Cellars Pty Ltd to Bakehouse
Quarter Fund for $15,000.

Planloc Pty Ltd sold 20,000 Pelorus Property Group Ltd shares to Kirela Developments Unit Trust for
$4,000.

Pelorus Pipes Trust No 5 sold 5,000,000 units in Pelorus Penrith Fund No 2 to RP Trust for $5,000,000.
Bakehouse Quarter Fund purchased plant and equipment from Bin24 Restaurants Pty Ltd for $430,000.
In January 2010 Pelorus Property Group Ltd acquired 3,172,170 units in Pelorus Telstra House Trust
from RP Trust at $0.50 per unit as part of the underwriting arrangements for the issue of units in Pelorus

Telstra House Trust.

Pelorus Property Group Ltd subscribed for 14,338,620 units in the Pelorus Pub Fund on 21 January
2010 as part of the settlement of the Pelorus Pub Fund’s acquisition of the Armada Pub Fund.

Pelorus Property Group Ltd redeemed 69,975 units in Alerik Unit Trust for $160,942.

Pelorus Property Group Ltd sold 480,000 units in Pelorus Penrith Fund No 2 to Tankstream Property
Investment Fund in exchange for the issue of 1,661,475 units in Tankstream Property Investment Fund.

Directors' options
Directors related entities have relevant interests in options over shares in the Company as set out below.

The options that were granted on 20 July 2006 have a five year term and are exercisable at any time prior to
their expiry at a price of $0.67 cents per share.

The options that were granted on 28 November 2008 have a five year term are exercisable at any time after
the third anniversary of the date of issue but prior to their expiry at a price of $0.60 cents per share on the
date which is the third anniversary from the date of issue of the options. The exercise price will increase by
0.75 of a cent each 3 monthly period thereafter until the options expire or are exercised.

There have been no options granted during the year ended 30 June 2010.

Balance Net change Balance
30/06/2009 *x 30/06/2010
No. No. No.
Seph Glew 7,660,000 - 7,660,000
Guy Wynn 3,900,000 - 3,900,000
Stuart Brown 5,600,000 - 5,600,000
Paul Tresidder 4,720,000 - 4,720,000
Robin Tedder 2,500,000 - 2,500,000
Richard Hill 500,000 - 500,000
Total 24,880,000 - 24,880,000
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33 Directors and Key Management Personnel
(a) Directors' relevant interests

The directors have relevant interests in shares of the Company as set out in the following table.

Balance Options Net Change Balance
30/06/2009 Exercised Other * 30/06/2010
Seph Glew 73,305,703 - 865,349 74,171,052
Guy Wynn 8,638,651 - - 8,638,651
Stuart Brown 5,138,431 - 40,000 5,178,431
Paul Tresidder 70,763,396 - 751,759 71,515,155
Robin Tedder 17,550,689 - (56,000) 17,494,689
Richard Hill 16,266,857 - - 16,266,857
Total shareholding 191,663,727 - 1,601,108 193,264,835

* Net Change Other refers to changes in relevant interests in shares during the financial year
including changes as a result of the merger.

(b) Key Management Personnel Compensation

30 June 2010
Short-term benefits Post employment benefits Total
Consultancy Directors  Salaryand Employee Share
fees Fees Other Scheme Superannuation Options
$ $ $ $ $ $ $

Guy Wynn 280,000 - - 650 - - 280,650
Stuart Brown - - 289,908 650 26,092 - 316,650
Robin Tedder - 55,000 - 650 - - 55,650
Richard Hill - 55,000 - 650 - - 55,650
Paul Tresidder 160,000 55,000 - 650 - - 215,650
Seph Glew 285,000 75,000 - 650 - - 360,650
Tim Brown - - 156,881 650 14,119 - 171,650

725,000 240,000 446,789 4,550 40,211 - 1,465,550

Tim Brown was appointed chief financial officer during the year all other key management personnel are
Directors.
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33 Directors and Key Management Personnel Continued
Options valued at $0.0007 per option under the Black Scholes and binomial valuation methods.
Material terms of the options:

- Each option entitles the option holder to convert the Option into 1 fully paid Ordinary Share in the
capital of the company.

- Options may be exercised at any time after the third anniversary of the date of issue of the
Options which was 28 November 2008.

- The Options expire 5 years from the date of issue.

- The exercise price will be at $0.60 on the date of issue of the Options. The exercise price will
increase by 0.75 of a cent each 3 monthly period thereafter until the Options expire.

- The share price on the date of issue was $0.17.

30 June 2009 Post
employment
Short-term benefits benefits Total
Consultancy Directors Salary and
fees Fees Other Superannuation  Options

$ $ $ $ $ $
Guy Wynn 253,333 - - - 1,750 255,083
Stuart Brown 23,500 - 237,156 21,344 3,500 285,500
Robin Tedder - 55,000 - - 1,050 56,050
Richard Hill - 55,000 - - 350 55,350
Paul Tresidder 185,000 55,000 - - 1,750 241,750
Seph Glew 285,000 75,000 - - 3,500 363,500

746,833 240,000 237,156 21,344 11,900 1,257,233

$90,000 of Guy Wynn's fees paid in India By WT Services (India) Private Limited.
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639

Notes to the Financial Statements

For the year ended 30 June 2010

34 Financial Instruments

(a)

(b)

(c)

Financial Risk Management

The main risks the Group are exposed to through its financial instruments are interest rate risk, price
risk and credit risk.

The Group's principal financial instruments are cash, loan receivables, investments in listed securities
and investments in related and unrelated property structures. Additionally, the Group has various
other financial instruments such as trade debtors and trade creditors, which arise directly from its
operations.

This note presents information about the Company's and Group's exposure to each of the above
risks, their objectives, policies, and processes for measuring and managing risk, and the
management of capital.

The Board of Directors has overall responsibility for the establishment and oversight of the risk
management framework. The Board of Directors and senior management set appropriate risk limits
and controls, and monitor risks and adherence to limits. Changes in market conditions and the
Company's and Group's activities are monitored with respect to the Group's risk profile. The
Company and Group, through their training and management standards and procedures, aim to
develop a disciplined and constructive control environment in which all employees understand their
roles and obligations.

Interest rate risk

The Group has exposure to market risk for changes in interest rates on long-term borrowings.
Borrowings at variable rate expose the Group to cash flow interest rate risk.

The Group undertakes hedging strategies to mitigate the risk on its Property Debt. The Group
manages its cash flow interest rate risk by using floating-to-fixed interest rate derivatives. Such
interest rate derivatives have the economic effect of converting borrowings from floating rates to fixed
or capped rates. Generally, the Group raises long term borrowings at floating rates and hedges them
into fixed rates that are lower than those available if the group borrowed at fixed rates directly. Under
the interest rate derivatives, the Group agrees with other parties to exchange, at specified intervals,
the difference between fixed contract rates and floating rates interest amounts calculated by
reference to the agreed notional principal amounts.

Refer to note 33(g) for financial instruments subject to interest rate risk.
Price Risk

The Group is exposed to price risk through the fluctuation of share prices for listed securities held by
the Group and fluctuations in the underlying value of properties used as security for investments in
related and unrelated property structures.
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639

Notes to the Financial Statements

For the year ended 30 June 2010

34 Financial Instruments continued

(d)

(e)

Credit Risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at
balance date to recognised financial assets, is the carrying amount, net of any provisions for
impairment of those assets, as disclosed in the balance sheet and notes to the financial statements.

Credit risk for financial instruments arises from the potential failure by counter-parties to the contract

to meet their obligations.

The Group has credit risk exposure to related parties loan receivables and investments in related and
unrelated property structures under financial instruments and contractual arrangements entered into

by the Group.

The Group limits its exposure to credit risk by obtaining equitable mortgage over real property for
related unrelated party loan receivables and investment in related and unrelated property structures.

Exposure to credit risk

The carrying amount of the Group's financial assets represents the maximum credit exposure.
The Group's maximum exposure to credit risk at the reporting date was:

Other financial assets

Loans and receivables
Held-for-trading financial assets
Cash and cash equivalents
Trade and other receivables

Consolidated Parent
2010 2009 2010 2009

$ $ $ $

103,636 103,636 75,634,706 77,411,803
1,862,849 1,809,322 7,242,770 4,928,030
5,742,138 956,800 1,912,650 952,800
2,074,242 3,180,771 1,356,816 2,630,799
1,184,117 1,064,824 297,479 666,950

10,966,982 7,115,353 86,444,421 85,930,382
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Pelorus Property Group Ltd and Controlled Entities
ABN 45 091 209 639
Notes to the Financial Statements

For the year ended 30 June 2010
34 Financial Instruments continued

As of 1 July 2009, the Group has adopted the AASB 7 amendments, which require disclosure of how the
following fair value measurements fit within the fair value measurement hierarchy:

* Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

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

« Inputs for the asset or liability that are not based on observable market data (Level 3).

The following table presents the Group’s financial assets and liabilities measured at fair value at 30 June

2010.

Assets Level 1 Level 2 Level 3 Total
Balance

Held For Trading Financial
Assets 683,100 5,059,038 - 5,742,138
Total Assets 683,100 5,059,038 - 5,742,138
Liabilities
Interest Rate Hedges - 1,205,000 - 1,205,000
Total Liabilities - 1,205,000 - 1,205,000

Level 1 financial instruments

The fair value of financial instruments traded in active markets (such as held for trading securities traded on
the ASX) are based on quoted market prices at the balance sheet date.

Level 2 financial instruments

The fair values of held for trading assets that are not traded in active markets are based on published unit
prices at the balance sheet date

The fair value of interest rate swaps are calculated as the present value of the estimated future cash flows.
There were no transfers between Level 1, 2 and 3 financial instruments during the year.

For all other financial assets & liabilities carrying value is an approximation of fair value.
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Pelorus Property Group Ltd and Controlled Entities

ABN 45 091 209 639
Notes to the Financial Statements

For the year ended 30 June 2010

35 Company Details

Principal place of business
The principal place of business of the company is:

Pelorus Property Group Ltd and Controlled Entities
Level 3, 50 Yeo Street
Neutral Bay NSW 2089

Registered office
The registered office of the company is:

Level 4, 222 Clarence Street
Sydney NSW 2000
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