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Investor services

If you have any queries about your investment or its
administration please call our investor services line on
1800 996 456. Alternatively, you may wish to visit our new
website, which can be accessed at www.apnfm.com.au. The
site provides significant information about property funds
managed by APN Funds Management Limited.




Update from

APN Funds Management Limited

The last twelve months have seen some very positive changes
for APN Funds Management Limited which manages your

property fund. This included the listing of its parent company,
APN Property Group Limited on the Australian Stock Exchange.

During the period we have also significantly increased

the number of employees in investment, accounting,
technology, sales and client service areas of the business.
This will provide improved client service and support for the
management of your investments.

APN Funds Management has launched numerous new
property funds during the last 12 months. It now manages

11 property funds (refer below table) with total assets of over
$2.3 billion as at 31 August 2005. These include two new,
innovative funds, APN Diversified Property Fund, and APN
Direct Property Fund, which are specifically designed for

retail investors.

Fund Primary Investment

APN Diversified Property Fund

Investing in APN's Specialist
Property Funds

Property Securities Funds

APN Property for Income Fund

Australian Listed Property
Securities

APN Property for Income
Fund #2

Australian Listed Property
Securities

APN International Property
for Income Fund

International Listed Property
Securities

Direct Property Funds

APN Direct Property Fund

Australian diversified direct
property portfolio

APN European Retail Trust
(Listed on the ASX)

European retail properties

APN National Storage
Property Trust

Australian self storage
properties

APN Regional Property Fund
(Listed on the BSX)

Australian non metropolitan
properties

APN Property Plus Portfolio

Australian convenience retail

APN Retirement Properties
Fund

Australian retirement villages

APN Development Fund No 1
(wholesale investors only)

Australian property
development

Further information on these funds including Product
Disclosure Statements for those funds currently open to
new investment, may be found by visiting our new website
(www.apnfm.com.au). Information is also available by
contacting our Investor Service line on 1800 996 456, or
by speaking to your financial adviser.

The most important result overall has been that all our funds
have performed in line or better than expectations and the
APN Property for Income Fund has had a successful year.
We have pleasure in providing below a general overview of
property and property securities markets followed by a
specific report regarding the performance of your fund.

Property sector overview

Direct Property Sector

Underlying property markets generally performed well
generating steady growth.

Office markets provided mixed results. The Melbourne CBD

office market surprised with stronger demand than expected
whilst the Sydney office market disappointed with sluggish

demand. North Sydney compounded the gloom in this regard.

Brisbane appears to be performing the best of the key
markets.

Retail generally continued the stellar run it has experienced
over the last 10 — 15 years. Underlying income growth was
maintained — particularly in the non discretionary end of the
market. An apparent slow down in discretionary spending
toward the end of the financial year took the gloss off the
outlook for larger retail centres.

Industrial property appears to have peaked. Albeit that
underlying rental growth remains consistent with the steady
GDP growth that reflects the buoyant Australian economy,
we do not see current pricing as reflective of the growth and
risks in this “low barrier to entry” sector.
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Listed Property Trust (LPT) Sector

LPT's (as measured by the S&P/ASX Property 200 Index)
delivered a total return of 18.1% over the year to 30 June
2005. After a strong period of rationalisation in the sector
in the first part of the year the second half was dominated
by the refocusing on risk. The new risks in the sector
(particularly the risks associated with development and
construction earnings) were exposed graphically during the
year. The negative 10.1% and 25.2% returns from Mirvac
Group and Multiplex Group were stark reminders of the
mis-pricing of risk that has occurred previously. We have
continued to manage our LPT portfolios with an emphasis
on risk management. This meant that during the period, the
APN Property for Income Fund had no equity exposure to
these two stocks in particular.

The creation of the Westfield Group (combining Westfield
Trust, Westfield America and Westfield Holdings) was the
largest of the significant moves from externally managed
trusts to predominantly internally managed (or stapled)
securities in the sector. This ownership model now dominates
the sector. The retail sector continued its history of strong
performance (in terms of earnings and revaluations). A key
retail property based stapled security Gentro Properties was
well supported by the market delivering a total return of
57.0% over the year.

Finally, international acquisitions moved away from the US
for the first time. New investment destinations include UK,
Japan, Hong Kong, Singapore and Continental Europe.

Howard Brenchley
Director and Chief Investment Officer
APN Funds Management Limited
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Manager's Report

[ am pleased to report on what was a busy and successful
year for the APN Regional Property Fund, formally known as
the Buildev Property Trust and present this Annual Report for
the year ended 30th June 2005.

Financial Year Highlights

m Distributions met Product Disclosure Statement forecasts
delivering a yield of 8.4%

m Construction of Honeysuckle House 2 (Newcastle NSW) 1o
be completed in October 2005

m Occupancy in the portfolio increased to 99% by area

Financial Statements

The Financial Statements for the 12 months to 30 June 2005
form the basis of this Annual Report. The Funds’ consolidated
net profit for the current year was $1.841 million.

Distributions

Units in the Fund comprised fully paid and partly paid units.
During the year distributions paid and payable amounted to
$1.952 million. This was comprised of distributions to fully
paid Unitholders of 8.54 cents per unit and distributions of
4.7 cents per unit to partly paid Unitholders.

The Properties

Retail

As at the time of writing this report, we can advise that
Greenpoint Shopping Village (Gosford, NSW) is 100%
occupied having leased the one vacant shop.

Grafton Mall (Grafton, NSW) has also had a successful
leasing campaign resulting in the centre only having one
vacant shop down from four shops when we took over
management of the centre. The completion of the extensive
Coles Supermarket refurbishment is now resulting in
increased turnover which is having a positive effect on the
other shops in the centre.

Parkes Shopping Centre (Parkes, NSW) has three major
tenants being Kmart, Bi Lo and Millers Go-Lo which are
trading to expectations and occupying 98% by area. Coles
Liquorland has now been granted a liquor licence which has
increased customer traffic to the centre. The three small
kiosks in the Mall area remain vacant.

A revised plan to enclose this Mall area, making it more
attractive to food retailers, has now been included in the
development and construction proposal for the new specialty
shops leading out to the main street shops.

Office

Honeysuckle House (Newcastle, NSW) has occupancy of 98%
with the major tenant Sparke Helmore (Lawyers) occupying
87% by area under a lease until December 2012.

Honeysuckle House Stage 2, which will be known as
Pricewaterhouse Goopers House, is on track for completion
in late October 2005 and will be 100% occupied al the date
of opening following the leasing of the two remaining ground
floor offices.

The two Honeysuckle House office buildings form part of a
commercial precinct that continues to develop with the next
door Hunter Water Corporate Head Office soon Lo be completed
and the first stage of the recently announced adjoining $50m
office development to be completed in late 2007.

The Future

The Fund is committed to acquiring further properties that
will increase Unitholder value. APN FM will continue to
assess acquisition opportunities for the Fund however to
date with strong market conditions, the properties assessed
have not been able Lo meet our strict investment criteria and
enhance returns for Unitholders.

The Fund aims to achieve a yield of 8.8%, based on the issue
price, for the year ending 30th June 2006.

*Past performance is not necessarily a guide to future returns.
Yours sincerely

T
M

Paul Noonan
Manager, Direct Property
APN Property Plus Portfolio
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Directors’ Report

The directors of APN Funds Management Limited
("Responsible Entity”), the responsible entity for the APN
Regional Property Fund (“the Fund”), present their report
together with the financial report of the Fund and of the
consolidated entity, being the Fund and its controlled entities, for
the year ended 30 June 2005 and the auditor’s report thereon.

Responsible Entity

The APN Regional Property Fund, formerly known as the
Buildev Property Trust was established under a Deed of
Trust dated 4 October 2002. On 22 July 2004, APN Funds
Management Limited was appointed as the new Responsible
Entity of the fund, following the retirement of Investment,
Management Australia Limited.

With effect from 9 September 2004, the Constitution was
amended to reflect the new name, APN Regional Property Fund.

The Directors of the Responsible Entity during or since the
end of the financial year are:

Name Position Appointed

Howard Brenchley Executive Director 3 March 1998

Christopher Aylward | Executive Director 3 March 1998

Andrew Cruickshank | Executive Director 3 March 1998
(1 July 2004 —

21 June 2005)

Non Executive
Director (since
22 June 2005)

Executive Director

Clive Appleton 23 April 2004

The registered office and principal place of business of the
Responsible Entity and the Fund is Level 32, 101 Collins
Street, Melbourne.

Interests of Responsible Entity
Details regarding the interests of the Responsible Entity are

contained at Note 14 in the financial statements.

Principal activities

The Fund is a registered managed investment scheme
domiciled in Australia.

The principal activities of the Fund during the financial year
are direct property investment and management.
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The principal investment objective of the Fund is to maximise
unitholder value through investment in properties with strong
lease covenants, secure income streams and potential for
capital growth.

The Fund did not have any employees during the year. There
were no significant changes in the nature of the Fund's
principal activities during the year.

Review of operations

During the period, the APN Regional Property Fund acquired
all of the units on issue of Honeysuckle House Unit Fund
No.2 and Parkes Commercial Unit Fund No.2 for total
consideration of $19.95 million.

The primary assets of the Fund are investments in six wholly
owned and controlled funds which own the Honeysuckle
House, Grafton Mall, Greenpoint Shopping Village and Parkes
Shopping Centre properties.

The Fund’s consolidated net profit for the current year was
$1,841,000.

Units in the fund are comprised of fully paid and partially
paid units. During the year ended 30 June 2005, distributions
paid and payable amounted to $1,952,000. This was
comprised of distributions to fully paid unitholders of

8.54 cents per unit and distributions of 4.7 cents per unit

to partially paid unitholders.

Units on issue

During the period, various transactions occurred with
regards to unitholder funds, including a bonus issue of units
and a unit buy back. Refer Note 8 for further details.

State of affairs

In the opinion of the Responsible Entity, there were no
significant changes in the state of affairs of the Fund that
occurred during the financial year.

Likely developments

The Fund will continue to pursue its policy of providing
unitholder’s with secure returns through investment in a
diversified property portfolio.

Further information about likely developments in the
operations of the Fund and the expected results of those
operations in future financial years has not been included in
this report because disclosure of the information would be
likely to result in unreasonable prejudice to the Fund.



Environmental regulation

The Fund's operations are not subject to any significant
environmental regulations under either Commonwealth, State
or Territory legislation.

Events subsequent to balance date

For reporting periods starting on or after 1 July 2005,
the Fund must comply with Australian equivalents to
International Financial Reporting Standards (AIFRS) as
issued by the Australian Accounting Standards Board.

Other than the matter discussed above, there has not arisen
in the interval between the end of the financial year and

the date of this report any items, transaction or event of

a material and unusual nature likely, in the opinion of the
Responsible Entity, to affect significantly the operation of the
Fund, the results of those operations, or the state of affairs of
the Fund, in the future financial year.

Insurance and indemnification

Under the Fund constitution the Responsible Entity, including
its officers and employees, is indemnified out of the Fund's
assets for any loss, damage, expense or other liability
incurred by it in properly performing or exercising any of its
powers, duties or rights in relation to the Fund. The Fund has
not indemnified any auditor of the Fund.

No insurance premiums are paid out of the Fund’s assets in
relation to insurance cover for the Responsible Entity, its
officers and employees, the Compliance Committee or the
auditors of the Fund.

Responsible Entity’s remuneration

In accordance with the trust constitution the Responsible

Entity is entitled to receive:

m a management fee of 0.20% of the gross asset value of the
Fund and the consolidated entities, payable quarterly in
arrears; and

m reimbursement of fund expenses incurred by the
Responsible Entity on behalf of the Fund.

Refer Note 14 for further details.

Remuneration of directors and specified
executives of the Responsible Entity

The directors are of the opinion that there are no executives
of the Responsible Entity who meet the definition of specified
executives, as defined in AASB 1046 ‘Director and Executive
Disclosures by Disclosing Entities’.

Remuneration of directors is paid directly by either the
Responsible Entity or a controlled entity within the APN
Property Group. The directors are not provided with any
remuneration by the Fund itself.

Details regarding the remuneration of the directors of the
Responsible Entity are contained at Note 14 of the financial
statements.

Meetings of Directors

The Responsible Entity is a 100% owned subsidiary of APN
Property Group Limited, an ASX listed company. The board
of APN Property Group Limited meets regularly to review
and discuss the operations of all subsidiary companies and
managed funds including APN Regional Property Fund.

Since the listing on 1 November 2004 of the APN Regional
Property Fund on the Bendigo Stock Exchange o the end

of the financial year, the following meetings of Directors of
APN Property Group Limited were held. Attendances by each
director were as follows:

Number eligible Number

to attend attended

Christopher Aylward 18 14
Howard Brenchley 18 18
Clive Appleton 18 17
Andrew GCruickshank 18 17
Adam Grollo (*) 9 5

* resigned as a director of APN Property Group Limited on
22 April 2005

The directors of APN Property Group Limited, as part of
the process of its listing on the ASX in June 2005, have
established an Audit and Risk Committee. The Board has
also resolved to establish a Nomination and Remuneration
Committee. No meetings were held prior to 30 June 2005.
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Non-audit services

During the year KPMG, the Responsible Entity's auditor,
has performed certain other services in addition to their
statutory duties.

The board of the Responsible Entity has considered the
non-audit services provided during the year by the auditor
and is satisfied that the provision of those non-audit services
during the year by the auditor is compatible with, and did not
compromise, the auditor independence requirements of the
Gorporations Act 2001 for the following reasons:

m all non-audit services were subject to the corporate
governance procedures adopted by the Responsible Entity
and have been reviewed by the Board to ensure they do not
impact the integrity and objectivity of the auditor.

m the non-audit services provided do not undermine the
general principles relating to auditor independence
as sel out in Professional Statement I'1 Professional
independence, as they did not involve reviewing or auditing
the auditor’s own work, acting in a management or decision
making capacity for the Responsible Entity, acting as an
advocalte for the Responsible Entity or jointly sharing risks
and rewards.

Non-audit services relate to tax advice, which amounted to
$2,000 for the year ended 30 June 2005

Rounding

The Fund is of a kind referred to in ASIC Class Order 98/100
dated 10 July 1998 and in accordance with that Class Order,
amounts in the financial report have been rounded off to the
nearest thousand dollars unless otherwise stated.

Dated at Melbourne this 20th day of September 2005.

Signed in accordance with a resolution of the directors of
APN Funds Management Limited (ABN 60 080 674 479):

o —

Clive Appleton
Director of APN Funds Management Limited
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Lead auditor’s
Independence Declaration

under Section 307C of the Corporations Act 2001
To: the directors of APN Funds Management Limited, the responsible entity of APN Regional Property Fund (and its
controlled entities)

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended 30 June 2005 there
have been:

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

and
m 1o contraventions of any applicable code of professional conduct in relation to the audit.

Ll

KPMG

Don Pasquariello
Partner

Melbourne
20th September 2005
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Corporate Governance Statement

Introduction

As the Responsible Entity for the APN Regional Property
Fund, APN Funds Management Limited must comply with
all relevant sections of the Corporation’s Act, the Fund’s
Constitution and the compliance plan in the course of
managing the Fund.

The Responsible Entity is a subsidiary of a company listed on
the Australian Stock Exchange (ASX). Its Board of Directors
have adopted the following Corporate Governance policies
and procedures:

Role and responsibility of the Board

The Responsible Entity’'s Board is responsible for guiding and
monitoring the Responsible Entity on behalf of shareholders
by whom they are elected and to whom they are accountable.
The Board's responsibilities include:

m oversight of the Responsible Entity, including its control
and accountability systems;

m appointing and removing the managing director (or
equivalent);

m ratifying the appointment and, where appropriate, the
removal of the chief investment officer (or equivalent) and
company secretary;

m input into and final approval of management's development
of corporate strategy and performance objectives;

m reviewing and ratifying systems of risk management and
internal compliance and control, codes of conduct and legal
compliance;

m monitoring senior management’s performance and
implementation of strategy and ensuring appropriate
resources are available;

m approving and monitoring major capital expenditure,
financial reporting, capital management and acquisitions
and divestures; and

m approving and monitoring financial and other reporting.

In order to better manage its responsibilities, the Board has
established an Audit and Risk Committee. The Board has
also resolved Lo establish a Nomination and Remuneration
Committee. Additionally, the Board has also adopted a
Securities Trading Policy and a Continuous Disclosure Policy.

8 APN FUNDS MANAGEMENT LIMITED

Audit and Risk Committee

The Audit and Risk Committee’s primary responsibility is

to establish a sound system of risk oversight and internal

control. The purposes of the committee include:

m (0 provide a mechanism for the Board to focus on risk
oversight and management and internal control;

m (0 develop policies that clearly describe the roles and
respective accountabilities of the Board, management and
any internal audit function;

= (0 make recommendations to the Board on the
establishment and implementation of the Company’s risk
management system; and

= (0 make recommendations to the Board on the Company’s
risk profile.

Nomination and Remuneration Committee

The Nomination and Remuneration Committee’s primary

responsibilities is to:

m provide a mechanism for the Board to focus the Company
on appropriate nomination and remuneration policies which
are designed to meet the needs of the Company and to
enhance corporate and individual performance;

m develop remuneration policies which involve a balance
between fixed and incentive pay and reflect short and long
term performance objectives appropriate to the Company’s
circumstances and goals;

m ensure the Board, management and the committee are
provided with sufficient information to enable informed
decision making on the issue of remuneration and
nomination of the Board and senior management;

m fairly and regularly review the performance of the Board
and key execulives against both measurable and qualitative
indicators; and

m advise the Board on the appropriate disclosure to be
made in relation to executive remuneration, termination
payments and retirement benefits



Statements of Financial Performance

For the financial year ended 30 June 2005

Consolidated

Parent Fund

30 June 30 June 30 June 30 June
2005 2004 2005 2004
Note $'000 $'000 $'000 $'000
Investment income
Property income 5,083 4,019 - -
Distribution income 62 = 3,689 1,396
Other income 73 = - =
Changes in net market value of investments 2 (88) - (88) -
Net Income 5,130 4,019 3,601 1,396
Interest income 46 18 46 18
Total investment income 5,176 4,037 3,647 1,414
Expenses
Accounting and audit fees 3 52 12 46 12
Borrowing costs:
Interest 1,849 1,671 1,315 23
Amortisation of borrowing expenses 58 = 58 =
Property management expenses 888 1,015 - 40
Manager’s fees 14 196 136 196 136
Other expenses 292 1 191 1
Total expenses 3,335 2,835 1,806 212
Net profit 1,841 1,202 1,841 1,202
Net profit comprises:
Distributions paid/ payable 4 1,952 1,202 1,952 1,202
Net movement in undistributed income B (111) - (111) -
Net profit 1,841 1,202 1,841 1,202
Basic earnings per unit (cents per unit) 8 8.65 8 8.65
Diluted earnings per unit (cents per unit) 8 8.65 8 8.65

The Statements of Financial Performance is to be read in conjunction with the notes to the financial statements sel out on

pages 12 to 23.
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Statements of Financial Position

As at 30 June 2005
Consolidated Parent Fund
30 June 30 June 30 June 30 June
2005 2004 2005 2004
Note $'000 $'000 $'000 $'000
Assets
Cash and cash equivalents 12(a) 370 707 367 388
Debtors 147 82 — =
Distributions receivable - = 3,162 =
Prepayments and other assets 1,344 3 1,085 4
Total current assets 1,861 792 4,614 392
Investments in listed property trusts 2 1,613 = 1,613 =
Investments in controlled entities - - 29,003 5,697
Loans receivable - - 34,871 7,640
Property investments 9 66,888 37,153 - -
Total non-current assets 68,501 37,153 65,487 13,337
Total assets 70,362 37,945 70,101 13,729
Liabilities
Payables 10 947 398 686 329
Total current liabilities 947 398 686 329
Interest-bearing liabilities 12(d) 43,774 24,147 43,774 -
Total non-current liabilities 43,774 24,147 43,774 -
Total liabilities 44,721 24,545 44,460 329
Net assets 25,641 13,400 25,641 13,400
Unitholders’ funds
Units on issue 7 22,396 13,400 22,396 13,400
Assel revaluation reserve 8(b) 3,356 - 3,356 -
Undistributed income B (111) - (111) -
Total unitholders’ funds 8(a) 25,641 13,400 25,641 13,400

The Statements of Financial Position is to be read in conjunction with the notes to the financial statements as set out on

pages 12 to 23.
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Statements of Cash Flows

For the financial year ended 30 June 2005

Consolidated

Parent Fund

30 June 30 June 30 June 30 June
2005 2004 2005 2004
Note $'000 $'000 $'000 $'000
Cash flows from operating activities
Property income received 4,925 4,075 - 1,609
Distribution income = = 464
Interest received 46 18 46 18
Other cash receipts 73 476 - 71
Payments to suppliers (1,820) (1,751) (851) (214)
Net cash provided by/(used in)
operating activities 12(b) 3,224 2,818 (341) 1,484
Cash flows from investing activities
Payments for investments (1,701) - (1,701) -
Costs associated with investment properties (6,429) - - -
Net cash used in investing activities (8,130) - (1,701) -
Cash flows from financing activities
Proceeds from equity 26,736 = 26,736 =
Proceeds from borrowings 43,774 — 43,774 —
Repayment of borrowings (24,147) (12) - (12)
Payments associated with fund raising (3,251) - (3,251) -
Buy back of shares (34,440) - (34,440) -
Borrowing costs paid (2,583) (1,671) (2,049) (23)
Loans to controlled entities = = (27,231) (272)
Distributions paid (1,520) (1,318) (1,520) (1,318)
Net cash from financing activities 4,569 (3,001) 2,021 (1,625)
Net increase in cash held (337) (183) 21) (141)
Cash at the beginning of the financial year 707 890 388 529
Cash at the end of the financial year 12 (a) 370 707 367 388

The Statements of Cash Flows is to be read in conjunction with the notes to the financial statements set out on pages 12 10 23.
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Notes to the Financial Statements

For the financial year ended 30 June 2005

Note 1 Statement of significant accounting
policies

The significant accounting policies which have been adopted

in the preparation of this financial report are:

(a) Basis of preparation

The APN Regional Property Fund, formerly known as the
Buildev Property Trust was established under a Deed of
Trust dated 4 October 2002. On 22 July 2004, APN Funds
Management Limited was appointed as the new Responsible
Entity of the fund, following the retirement of Investment
Management Australia Limited. With effect from 9 September
2004, the Constitution was amended to reflect the new name,
APN Regional Property Fund.

The financial report is a general purpose financial report,
which has been prepared in accordance with Accounting
Standards, Urgent Issues Group Consensus Views, other
authoritative pronouncements of the Australian Accounting
Standards Board, the Corporations Act 2001 and the Fund
Constitution dated 4 October 2002 (as amended).

It has been prepared on the basis of fair value measurement
of assets and liabilities except where otherwise stated.

The accounting policies have been consistently applied and
except where there is a change in accounting policy, are
consistent with those of the previous financial year.

(b) Principles of consolidation

Controlled entities

The financial statements of controlled entities are included in
the consolidated financial statements from the date control
commences until the date control ceases.

Transactions eliminated on consolidation
Unrealised gains and losses and inter-entity balances
resulting from transactions with or between controlled
entities are eliminated in full on consolidation.

(c) Valuation of investments

Property investments

Investment properties comprise investment interests in
land and buildings (including integral plant and equipment)
held for the purpose of letting to produce rental income.

In accordance with the Fund Constitution, the Responsible
Entity is required to have the Fund's property invesiments
valued at intervals of not more than three years.

Valuations

The Fund’s Constitution requires investment properties to be
valued by independent registered valuers. On 30 September
2004, the investment properties were valued by M3 Property
Strategists Pty Ltd.
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The valuations are based on the price at which a property
might reasonably be expected to be sold at the date of the
valuation, assuming:

(i) a willing, but not anxious, buyer and seller;

(ii) a reasonable period in which to negotiate the sale, having
regard to the nature and situation of the property and the
state of the market for property of the same kind;

(iii) that the property will be reasonably exposed to that
market;

(iv) that no account is taken of the value or other advantage

or benefit, additional to market value, to the buyer

incidental to ownership of the property being valued; and
it only takes into account instructions given by the

Responsible Entity and is based on all the information that

the valuer needs for the purposes of the valuation being

made available by or on behalf of the Responsible Entity.

=

The Responsible Entity reviews the Fund's property
investments at balance date to be satisfied that, in its
opinion, the recoverable value of the investment properties
is not less than the book value of the investment properties
at that date.

Revaluation increments are credited directly to the asset
revaluation reserve. Revaluation decrements are taken to
the asset revaluation reserve to the extent that such losses
are covered by amounts previously credited to the reserve
and still available in that reserve. Revaluation decrements in
excess of amounts available in the reserves are first charged
to the statement of financial performance. Subsequent
revaluation increments which recover amounts previously
charged to the statement of financial performance are to that
extent, credited to the statement of financial performance
and then transferred to the asset revaluation reserve.

Disposal of revalued assets

The gain or loss on disposal of revalued assets is calculated
as the difference between the carrying amount of the asset

at the time of disposal and the proceeds on disposal and is
included in the statement of financial performance in the year
of disposal.

Any related revaluation increment standing in the asset
revaluation reserve at the time of disposal is transferred to
the capital profits reserve.

Investments in controlled trusts

It is the consolidated entity’s policy Lo revalue the parent
fund’s investment in controlled trusts based on the underlying
revaluation of investment properties by the controlled trust.
The revaluation made in the books of the parent is eliminated
on consolidation.



Listed property trust investments

Market value of listed property trusts is determined at the
last quoted sales price on the exchange on which such units
are traded, as of the close of business on the day the shares
are being valued or, lacking any sales, the last available

bid price. Changes in the market values of investments are
recognised in the statement of financial performance in the
periods in which they occur.

(d) Revenue Recognition

Rental revenue for operating leases is recognised on a
straight line basis over the term of the lease, except where
an alternative basis is more representative of the pattern of
service rendered through the provision of the leased premises.

Revenues are recognised at fair value of the consideration
received net of any amount of goods and services tax (GST)
payable to the taxation authority.

Interest revenue is brought into account when earned, taking
into account the effective yield on the financial asset.

Revenue from distributions from controlled entities is
recognised by the parent entity when they are declared by
the controlled entities.

(e) Income and expenses

Revenues, with the exception of changes in the net market
value of investments are recognised at the fair value of the
consideration received

Property income
Property income from investments in property trusts are
accounted for on an accruals basis.

Changes in the net market value of investments

Changes in the net market value of investments, both realised
and unrealised, are recognised as revenues or expenses in
the period to which the changes relate.

Interest
Interest income is recognised as it accrued, taking into
account the effective yield on the financial asset.

Property expenses

Property expenses consist of rates, taxes and other property
outgoings in relation to investment properties where such
expenses are the responsibility of the Fund. Expenses are
brought to account on an accruals basis.

(f) Cash and cash equivalents

Cash and cash equivalents includes deposits held at call with
a bank and on hand as well as highly liquid investments with

short period to maturity which are readily convertible to cash
on hand and are subject to an insignificant risk of changes

in value.

(g) Distributions

Distributions are determined in accordance with the Fund
Constitution and are calculated as the gross income of the
Fund less certain expenses and disbursements as defined by
the Fund Constitution.

[t is the policy of the consolidated group to transfer all
profits from controlled entities up to the parent fund
via distributions. Such distributions are eliminated on
consolidation.

(h) Taxation

Under current legislation the Fund is not subject to income
tax as the taxable income (including assessable realised
capital gains) is distributed in full to the unitholders.

Realised capital losses are not distributed to unitholders but
are retained to be offset against any realised capital gains.
If realised capital gains exceed realised capital losses, the
excess is distributed to unitholders.

(i) Receivables
Trade debtors, where applicable, comprise lease
commitments receivable.

All debtors are recognised at the amounts receivable as they
are normally settled no more than 90 days from the date of
recognition.

Collectability of debtors is reviewed on an ongoing basis.
Debts which are known to be uncollectible are written off. A
provision for doubtful debts is raised where significant doubt
as Lo collection exists.

(j) Payables

Liabilities are recognised for amounts to be paid in the future
for goods and services received, whether or not billed to the
Fund. Trade accounts payable are normally unsecured and
settled within 30-60 days of recognition.

(k) Interest-Bearing Liabilities

Interest-bearing liabilities are recognised in the statement
of financial position at principal amount. Interest, where
applicable, is charged as an expense as it accrues and is
included in trade creditors and accruals.

(I) Goods and services tax

Revenues, expenses and assets are recognised net of the
amount of goods services tax (GST), except where the amount
of GST incurred is not recoverable from the Australian Tax
Office (ATO). 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 are stated with the amount of GST
included.
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The net amount of GST recoverable from, or payable to,
the ATO is included as a current asset or liability in the
Statement of Financial Position.

Cash flows are included in the statement of cash flows on a
oross basis. The GST components of cash flows arising from

Note 2 Investments

investing and financing activities which are recoverable from,
or payable to, the ATO are classified as operating cash flows.

(m) Comparatives
Where necessary, comparative figures have been adjusted o
conform with changes in presentation in the current year.

Consolidated Parent Fund

30 June 30 June 30 June 30 June
2005 2004 2005 2004
$'000 $'000 $'000 $'000
(a) Listed property investments
Listed property investments 1,613 - 1,613 -
(b) Changes in net market value of investment
Investments held at the end of the financial year:
Listed property investments (88) - (88) -
Investments realised during the year:
Listed property investments - - - -
(88) = (88) =

Note 3 Auditor’s remuneration

Consolidated Parent Fund

30 June 30 June 30 June 30 June
2005 2004 2005 2004
$ $ $ $
Audit services:
Auditors of the Fund — KPMG:
Audit and review of financial reports 50,000 12,000 44,000 12,000
Other services:
Auditors of the Fund — KPMG:
Taxation and other services 2,000 = 2,000 -
52,000 12,000 46,000 12,000

Note 4 Distributions

Distributions are determined in accordance with the Fund Constitution and are calculated as the gross income of the Fund less

certain expenses and disbursements as defined by the Constitution.

Units are comprised of fully paid and partially paid units as detailed in Note 7.

During the year ended 30 June 2005, distributions paid and payable amounted to $1,952,000. This was comprised of
distributions to fully paid unitholders of 8.54 cents per unit and distributions of 4.7 cents per unit to partially paid unitholders.

During the previous year, distributions paid and payable amounted to $1,202,000 (8.65 cents per unit) to unitholders. No

partially paid units were on issue during the previous year.
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Note 5 Undistributed income

Consolidated and Parent

30 June 30 June
2005 2004
Note $'000 $'000
Undistributed income at the beginning of the financial year - -
Net profit attributable to members of the parent entity 1,841 1,202
Distributions recognised during the year 4 (1,952) (1,202)
Undistributed income at the end of the financial year (111) -
Note 6 Earnings per unit
Consolidated Parent Fund
30 June 30 June 30 June 30 June
2005 2004 2005 2004
Basic earnings per unit (cents per unit) 8 8.65 8 8.65
Diluted earnings per unit (cents per unit) 8 8.65 8 8.65
30 June 30 June 30 June 30 June
2005 2004 2005 2004
$'000 $'000 $'000 $'000
(a) Reconciliation of Earnings to Net Profit
Earnings used in the calculation of basic
and diluted EPU — Net Profit 1,841 - 1,841 -
(b) Weighted average number of ordinary units outstanding
during the year used in the calculation of basic EPU 23,018 - 23,018 -
Weighted average number of ordinary units outstanding
during the year used in the calculation of diluted EPU 23,018 - 23,018 -

As at 30 June 2004, the Fund was not listed on the Bendigo Stock Exchange. Therefore, no prior year comparatives are
available.

Note 7 Contributed Equity

Consolidated Parent Fund
30 June 30 June 30 June 30 June
2005 2004 2005 2004
$'000 $'000 $'000 $'000
32,616,337 (2004: 13,888,888) units 26,134 13,889 26,134 13,889
Capital raising costs (3,740) (489) (3,740) (489)
22,396 13,400 22,396 13,400

All units in the Fund are of the same class and therefore carry equal rights.

The total units on issue of 32,616,337 includes partly paid units of 31,828,837 (partly paid to 84 cents).
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Note 8 Unitholders Funds

(a) Reconciliation of unitholder’s funds
Movements in unitholders’ funds during the year were as follows:

Consolidated and Parent

30 June 2005 30 June 2004

Units Units

‘000 $'000 ‘000 $'000
Opening balance 13,889 13,400 13,889 13,400
Bonus issue of units 1,389 - - -
Buy back of units (34,440) (34,440) - -
Issue of units 51,779 46,686 - -
Capital raising costs - (3,251) - -
Net profit/(loss) = 1,841 = 1,202
Distributions - (1,952) - (1,202)
Assets revalued during current year - 3,356 - -
Closing balance 32,617 25,641 13,889 13,400

Movements in ordinary units
A bonus issue of 1,388,889 units was made during the financial year ended 30 June 2005, increasing the opening balance from
13,888,888 units on issue to 15,277,778.

The total number of units brought back during the year was 34,440,278 for total consideration of $34,440,278. The units
brought back related to the units on issue from prior year and those units issued as part of the acquisition of controlled entities,
occurring as follows:

On the 9th of November 2004, 32,290,778 units were brought back for total consideration of $32,290,778.

On the 12th of November 2004, 120,000 units were brought back for total consideration of $120,000.

On the 19th of November 2004, 122,000 units were brought back for total consideration of $122,000.

On the 1st of December 2004, 1,907,500 units were brought back for total consideration of $1,907,500.

The issue of units occurred at various stages, namely 19,950,000 fully paid units (in relation to the acquisition of controlled
entities — refer below) and 31,828,837 partly paid to $0.84 cents.

During the period, the APN Regional Property Fund acquired all of the units on issue of Honeysuckle House Unit Fund No.2 and
Parkes Commercial Unit Fund No.2 for total consideration of $19.95m, via a script for script roll over of units. That is, the APN
Regional Property Fund acquired all the units on issue, being 19,950,000, and in consideration issued equity instruments of the
same value in the APN Regional Property Fund.

(b) Asset revaluation reserve

Consolidated Parent Fund

30 June 30 June 30 June 30 June

2005 2004 2005 2004

$'000 $'000 $'000 $'000

Opening balance at beginning of financial year - = - =
Increment from revaluations of investments

in wholly owned trusts - - 3,356 -

Increment from revaluations of invesiment properties 3,356 = - -

Closing balance at end of financial year 3,356 - 3,356 =
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Note 8 Unitholders Funds (continued)

(b) Asset revaluation reserve (continued)
Investments in controlled trusts

It is the consolidated entity's policy to revalue the parent fund's investment in controlled trusts based on the underlying
revaluation of investment properties by the controlled trust. The revaluation made in the books of the parent is eliminated

on consolidation.

Note 9 Investments

Consolidated Parent Fund

30 June 30 June 30 June 30 June
2005 2004 2005 2004
$'000 $'000 $'000 $'000

Investment properties — fair value
Carrying amount at the beginning of the year 37,153 37,153 - -
Additions through acquisition of controlled entities 19,950 - - -
Costs associated with investment properties 6,429 - - -
Valuation increment 3,356 = - =
Carrying amount at the end of the year 66,888 37,153 - -

Investment properties were valued by M3 Property Strategists Pty Ltd on 30 September 2004.

Note 10 Payables

Consolidated Parent Fund
30 June 30 June 30 June 30 June
2005 2004 2005 2004
$'000 $'000 $'000 $'000
Trade creditors 49 64 7 38
Other creditors and accruals 320 188 101 145
Distributions payable 578 146 578 146
947 398 686 329

Note 11 Controlled Entities

Particulars in relation to controlled entities

Consolidated entity interest

30 June 30 June
2005 2004
% interest % interest
Parent entity
APN Regional Property Fund
Controlled entities
Greenpoint Shopping Village Unit Fund 100 100
Honeysuckle House Unit Fund 100 100
Grafton Commercial Unit Fund 100 100
Parkes Commercial Unit Fund 100 100
Honeysuckle House Unit Fund No. 2 100 -
Parkes Commercial Unit Fund No. 2 100
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12 Notes to the statement of cash flows

(a) Reconciliation of cash

For the purposes of the statement of cash flows includes deposits held at call with a bank or financial institution. Cash as at the
end of the financial year as shown in the statement of cash flows is reconciled to the related items in the statement of financial
position as follows:

Consolidated Parent Fund
30 June 30 June 30 June 30 June
2005 2004 2005 2004
$'000 $'000 $'000 $'000
Cash assets 370 707 367 388

(b) Reconciliation of net profit to net cash
provided by operating activities
Net profit 1,841 1,202 1,841 1,202
Add/(less) items classified as investing/
financing activities and non cash items:

Change in net market value of investments 88 = 88 -
Distribution income classified as an investing activity - = - —
Amortisation of borrowing expenses 58 62 58 19
Interest to facility providers classified as financing activity 1,849 1,670 1,315 24
Change in assets and liabilities during the financial year:
(Increase)/decrease in other amounts receivable (730) 168 (407) 246
(Increase)/decrease in distributions receivable - - (3,162) -
Increase/(decrease) in other amounts payable 118 (284) (74) (7)
Net cash provided by operating activities 3,224 2,818 (341) 1,484

(c) Acquisition of controlled entities
During the financial year the consolidated entity purchased 100% of the units of Honeysuckle House Unit Fund No. 2 and Parkes
Commercial Unit Fund No. 2. Details of the acquisition are as follows:

Consolidated Parent
30 June 30 June 30 June 30 June
2005 2004 2005 2004
$'000 $'000 $'000 $'000
Consideration 19,950 - 19,950 -
Cash acquired - — — _
Fair value of net assets of entity acquired:

Investment property 19,950 - 19,950
Goodwill _ _

The entities were acquired via a script for script roll over of units. That is, the APN Regional Property Fund acquired all the units
on issue, being 19,950,000, and in consideration issued equity instruments of the same value in the APN Regional Property Fund.
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12 Notes to the statement of cash flows (continued)

(d) Financing arrangements
The consolidated entity has access to the following lines of credit:

Consolidated and Parent Fund

30 June 2005
$'000
Total facilities available:
Commercial bill facility 51,900
Facilities utilised at balance date
Commercial bill facility (43,774)
Facilities not utilised at balance date
Commercial bill facility 8,126

The commercial bill facilities are secured by way of a first mortgage on the consolidated entity's investment properties. The
consolidated entity also has performance guarantees amounting to $394,146 with the Commonwealth Bank of Australia.

Note 13 Segment Note

The Fund operates in the property industry in Australia.

Note 14 Related parties

Responsible entity

The responsible entity for the APN Regional Property Fund is APN Funds Management Limited (ABN 60 080 674 479) whose
immediate and ultimate holding company is APN Property Group Limited (ABN 30 109 846 068).

Responsible Entity's remuneration

In accordance with the trust constitution the Responsible Entity is entitled to receive:

m a management fee of 0.20% of the gross asset value of the Fund and the consolidated entities, payable quarterly in arrears;
and

m reimbursement of fund expenses incurred by the Responsible Entity on behalf of the Fund.

Set out below are the fees paid or payable by the Fund and consolidated entities to the Responsible Entity during the year:

Consolidated Parent Fund
30 June 30 June 30 June 30 June
2005 2004 2005 2004
$'000 $'000 $'000 $'000
Management fees 196 136 196 136
Reimbursement of fund expenses 146 - 146 -

Directors
The names of the persons who were directors of APN Funds Management Limited during the financial year are as follows:

Name Position Appointed

Howard Brenchley Executive Director 3 March 1998

Christopher Aylward Executive Director 3 March 1998

Andrew Cruickshank Executive Director (1 July 2004 — 21 June 2005) 3 March 1998
Non Executive Director (since 22 June 2005)

Clive Appleton Executive Director 23 April 2004
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Note 14 Related parties (continucd)

Remuneration of directors and specified executives of the Responsible Entity

The directors are of the opinion that there are no executives of the Responsible Entity who meet the definition of specified
executives, as defined in AASB 1046 ‘Director and Executive Disclosures by Disclosing Entities’.

Remuneration of directors is paid directly by either the Responsible Entity or a controlled entity within the APN Property Group.

The directors are not provided with any remuneration by the Fund itself. Directors are not entitled to any equity interests in the
Fund, or any rights to or options for equity interests in the Fund, as a result of the remuneration provided by the Responsible Entity.

Given the number and variety of Funds operated by the Responsible Entity, the directors of the Responsible Entity do not
consider that there is any direct correlation between the level of remuneration provided to directors of the Responsible Entity
and the management fees paid by the Fund to the Responsible Entity.

The Responsible Entity determines remuneration levels and ensures they are competitively set to attract and retain
appropriately qualified and experienced directors and senior executives. Remuneration packages include a mix of fixed
remuneration, performance-based remuneration, and equity-based remuneration.

Post Other Total
Primary benefits employment  compensation  remuneration

Non-monetary Super- Shares

Salary & fees Bonus benefits annuation Granted
$ $ $ $ $ $

Directors

Christopher Aylward 358,389 - 61,298 23,170 - 442,857
Clive Appleton 664,021 - - 11,585 104,000 779,606
Howard Brenchley 504,203 = = 11,585 = 515,788
Andrew Cruickshank 370,948 - 42,382 16,154 - 429,484
1,897,561 - 103,680 62,494 104,000 2,167,735

Loans to directors of the Responsible Entity
The Fund has not made, guaranteed or secured, directly or indirectly, any loans to the directors or their personally-related
entities at any time during the reporting year.

Other transactions with directors of the Responsible Entity
From time to time directors or their personally-related entities, may invest or withdraw from the Fund. These investments or
withdrawals are on the same terms and conditions as those entered into by other Fund investors.

Apart from those details disclosed in this note, no director has entered into a contract for services with the Fund since the end
of the previous financial year and there were no contracts involving directors subsisting at year end.

Related party transactions

Management fees paid and payable to the Responsible Entity for the year ended 30 June 2005 amounted to $195,962. During
the year ended 30 June 2004, the Responsible Entity of the Fund was Investment Management Australia. Management fees paid
and payable to the Responsible Entity for the year ended 30 June 2004 amounted to $136,450.

APN Property for Income Fund, a related party of the Responsible Entity, owns 12,000,000 (2004: Nil) units in APN Regional
Property Fund. The valuation of this investment as shown in the related party’s financial statements is $9,700,000 (2004: Nil).
Distributions paid/payable to APN Property for Income Fund are $588,000 (2004: $Nil).
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Note 15 Additional financial instruments disclosure

Through its investments, the Fund is also subject to various types of investment risk.

(a) Interest rate risk

Interest rate risk is the risk that the value of the financial instrument will fluctuate due to changes in market interest rates.

Interest rate risk exposures

The Fund's exposure to interest rate risk and the effective weighted average interest rate for classes of financial assets and
financial liabilities is set out below:

Weighted Floating Fixed interest maturing in: Non
average interest interest 1 year Over 1 More than interest
rate rate orless  to5years 5 years bearing Total
% p.a. $'000 $'000 $'000 $'000 $'000 $'000
2005

Financial assets and liabilities
Cash and cash equivalents 5.25% 370 - - - - 370
Receivables - - - - 147 147
Other amounts payable - - - - (369) (369)
Distributions payable - - - - (578) (578)
Borrowings 5.78% - - (43,774) - - (43,774)
370 - (43,774) - (800) (44,204)

2004

Financial assets and liabilities
Cash and cash equivalents 2.99% 707 - - - - 707
Receivables - - - - 82 82
Other amounts payable - - - - (252) (252)
Distributions payable - - - - (146) (146)
Borrowings 6.57% - - (24,147) - - (24,147)
707 - (24,147) - (316) (23,756)

(b) Credit risk exposures

Credit risk represents the loss that would be recognised if counterparties failed to perform as contracted. Market prices
generally incorporate credit assessments into valuations and risk of loss is implicitly provided for in the carrying value of assets
as they are marked to market. The total credit risk for on-balance sheet items securities is therefore limited to the amount
carried on the balance sheet.

(c) Net fair values of financial assets and liabilities
The Fund’s financial assets and liabilities included in the statement of financial position are carried at amounts that approximate
net fair value.

Note 16 Contingent liabilities

The consolidated entity has performance guarantees amounting to $394,146 with the Commonwealth Bank of Australia.
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Note 17 Impact of adopting international
financial reporting standards

For financial reporting periods beginning on or after 1 January
2005, the Fund must comply with Australian Equivalents to
International Financial Reporting Standards (AIFRS) as issued
by the Australian Accounting Standards Board.

This financial report has been prepared in accordance with
Australian accounting standards and other financial reporting
requirements (Australian GAAP) applicable for reporting
periods ended 30 June 2005.

Transition management

The Responsible Entity's Management has established a
project to assess the impact of transition to AIFRS and to
achieve compliance with AIFRS reporting for the financial
reporting year commencing 1 July 2005. The Responsible
Entity’'s Management is expected to be in a position to fully
comply with the requirements of AIFRS for the half year
ending 31 December 2005.

Assessment and planning phase

The assessment and planning phase generated a high level

overview of the impacts of conversion to AIFRS on existing

accounting and reporting policies and procedures, systems
and processes, business structure and staff. This phase
included:

m high level identification of the key differences in accounting
policies and disclosures that are expected to arise from
adopting AIFRS;

m assessment of new information requirements affecting
management information systems, as well as the impact on
the business and its key processes; and

m evaluation of the implications for staff, for example training
requirements.

The assessment and planning phase is complete as at

30 June 2005.

Design phase

The design phase formulated the changes required Lo existing

accounting policies, procedures, systems and processes in

order to transition to AIFRS. The design phase incorporated:

m formulation of revised accounting policies and procedures
for compliance with AIFRS requirements;

m identification of potential financial impacts as al the
transition date and for subsequent reporting periods prior
to adoption of AIFRS;

m development of revised AIFRS disclosures;

m formulation of accounting and business processes 0
support AIFRS reporting obligations;

m identification of required changes to financial reporting and
business source systems; and

m development of training programs for staff.
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The design phase is substantially complete as at 30 June 2005.

Implementation phase

The implementation phase includes implementation of
identified changes to accounting and business procedures,
processes and systems and operational training for staff and
enables the Fund to generate the required reconciliations
and disclosures of AASB 1 First Time Adoption of Australian
Equivalents to International Financial Reporting Standards.

This phase is on-going as at 30 June 2005.

Impact of transition to AIFRS

The impact of transition to AIFRS including the transitional
adjustments from current Australian GAAP to AIFRS, and
the selection and application of AIFRS accounting policies,
are based on AIFRS standards that management expect o be
in place when preparing the first complete AIFRS financial
report.

There is a significant amount of judgement involved in the
preparation of the adjustments from the current Australian
GAAP to AIFRS, consequently the final adjustments presented
in the first financial report prepared in accordance with
AIFRS (being the half-year ending 31 December 2005) may
vary malterially from those adjustments provided below.

Revisions to the selection and application of the AIFRS

accounting policies may be required as a result of:

m changes in financial reporting requirements that are
relevant to the Fund’s first complete AIFRS financial
report arising from new or revised accounting standards
or interpretations issued by the Australian Accounting
Standards Board subsequent to preparation of the 30 June
2005 financial report;

m additional guidance on the application of AIFRS in a
particular industry or to a particular transaction; or

m changes (o the Fund's operations.

Where the application or interpretation of an accounting
standard is currently being debated, the accounting policy
adopted reflects management’'s current assessment of the
likely outcome of those deliberations. The uncertainty relating
Lo the accounting guidance is disclosed in the accounting
policy note and where practicable, the expected impact of the
alternative interpretation is also discussed.

The rules for first time adoption of AIFRS are set oul in

AASB 1 First Time Adoption of Australian Equivalents to
International Financial Reporting Standards. In general,
AIFRS accounting policies must be applied retrospectively to
determine the opening AIFRS balance sheet as at transition
date, being 1 July 2004. The standard allows a number of
exemptions to this general principle to assist in the transition
to reporting under AIFRS.



Note 17 Impact of adopting international
financial reporting standards (continued)

AASB 1 provides an election not to restate comparatives for
AASB 132 Financial Instruments: Disclosure and Presentation
and AASB 139 Financial Instruments: Recognition and
Measurement. The Fund has elected not to restate comparatives,
therefore there will be no impacts in relation to these
standards for the AIFRS transition date balance sheet (1 July
2004) or the AIFRS comparative period income statement
(year ended 30 June 2005) as the Fund will continue to apply
current Australian GAAP for the AIFRS comparative year.

The significant changes in accounting policies expected to
be adopted in preparing the AIFRS reconciliations and the
elections made under AASB 1 are set out below:

Financial liabilities and change in net asset value
attributable to unitholders

The Fund expects Lo take advantage of the election in AASB
1 to not restate comparatives for AASB 132 Financial
Instruments: Disclosure and Presentation and AASB 139
Financial Instruments: Recognition and Measurement. There
are no expected adjustments in relation to these standards
for 1 July 2004 or the financial year ended 30 June 2005 as
current Australian GAAP is expected to continue to apply.

The Fund has followed Australian GAAP in accounting for
financial liabilities and change in net asset value attributable to
unitholders within the scope of AASB 132 and AASB 139 as
described in Note 1 Statement of significant accounting policies:

As at 1 July 2005 the expected adjustments are:

m [n accordance with AASB 132, unitholders funds are “puttable
instruments” and expected to be no longer classed as equity
but rather as debt. Therefore, a liability must be recognised
for the fair value which is redeemable as at reporting date
and the changes in value recognised in the Income Statement.
Unitholders funds will be disclosed as “Net assets attributable
to unitholders™ measured at an amount equal to the number
of units on issue multiplied by redemption price as at
reporting date less transaction costs incurred by the Fund
in meeting the financial liability to unitholders.

m Unitholders funds are expected to be classed as debt under
AIFRS, and accordingly it will be necessary to recognise
“distribution expense to unitholders™ and “change in net
assel value to unitholders™ in the Income Statement as an
expense rather than as a change in unitholders equity.

m The adjustment that would be required as at 1 July 2005 is
expected to be a decrease in equity of $25,641,000 and an
increase in liabilities of $25,641,000.

Investment Property Revaluations
Under current Australian GAAP, changes in the fair value of
properties are recognised in the asset revaluation reserve.

Decreases are also recognised in the asset revaluation
reserve to the extent they reduce previously recognised
increments and otherwise are charged to the operating result
in the Statement of Financial Performance.

AASB 140 requires changes in the fair value of the Fund
properties to be recognised as gains or losses in the
Statement of Financial Performance in the period in which
they arise. On transition to AIFRS, there is no adjustment
required as the consolidated entity has nil asset revaluation
reserves. However, during the year ended 30 June 2005, the
consolidated entity revalued investment properties amounting
t0 $3,356,000 through the asset revaluation reserve.

Under AIFRS, this amount has occurred post transition and
therefore would have been recognised in the Statement of
Financial Performance of the consolidated entity.

Leases

Under current Australian GAAP, operating lease income

was recognised when legally due. However, under AASB

117 “Leases”, lease income from operating leases shall be
recognised on a straight-line basis over the lease term unless
another systematic basis is more representative of the time
pattern in which use benefit derived from the leased asset

is diminished. A difference arises as a receivable between
the amount legally due and the lease income recognised on a
straight-line basis.

Consequently, income is recognised on a straight line basis
and a subsequent receivable is raised for the difference
between the lease income received and income accrued.
Under current Australian GAAP rental revenue under an
operating lease must be recognised by the lessor in the
Statement of Financial Performance by allocating minimum
lease payments on a basis representative of the pattern

of service rendered through the provision of the leased
assel. This results in rental revenue being accounted for in
accordance with the scheduled lease payments.

Management has not yet completed their review of all lease
contracts in the Funds investment portfolio.

18 Events subsequent to reporting date

For reporting periods beginning on or after 1 January
2005, the Fund must comply with Australian equivalents
to International Financial Reporting Standards (AIFRS) as
issued by the Australian Accounting Standards Board.

Other than the conversion of AIFRS, there has not arisen
in the interval between the end of the financial year and
the date of this report any item, transaction or event of a
material and unusual nature likely, in the opinion of the
Responsible Entity, to affect significantly the operations
of the Fund, the results of those operations or the state of
affairs of the Fund.
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Directors’ declaration

In the opinion of the directors of APN Funds Management Ltd, the responsible entity of APN Regional Property Fund:

1

The financial statements and notes set out on pages 9 1o 23, are in accordance with the Corporations Act 2001, including:

(a) giving a true and fair view of the financial position of the Fund and the consolidated entity at 30 June 2005 and of
their performance, as represented by the results of their operations and their cash flows for the period ended on that
date; and

(b) complying with Accounting Standards in Australia and the Corporations Regulations 2001.

In the directors’ opinion there are reasonable grounds to believe that the Fund will be able to pay its debts as and when
they become due and payable.

The financial statements and notes set out on pages 9 10 23 are in accordance with the provisions of the Constitution dated
4 October 2002 (as amended).

The directors of APN Funds Management Limited have been given the declarations required by Section 295A of the
Gorporations Act 2001 from the chief executive officer and chief financial officer of APN Property Group Limited, the parent
entity of APN Funds Management Limited, for the financial year ended 30 June 2005.

Dated at Melbourne this 20th day of September 2005.

Signed in accordance with a resolution of the directors of
APN Funds Management Limited (ABN 60 080 674 479)

o —

Clive Appleton
Director of APN Funds Management Limited
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Independent audit report

to the unitholders of APN Regional Property Fund

Scope

The financial report and directors’ responsibility

The financial report comprises the statements of financial performance, statements of financial position, statements of cash flows,
accompanying notes to the financial statements, and the directors” declaration set out on pages 8 to 24 for both the APN Regional
Property Fund (the “Fund”) and APN Regional Property Fund and its Gontrolled Entities (the “Consolidated Entity”) for the year
ended 30 June 2005. The Consolidated Entity comprises both the company and the entities it controlled during that year.

The directors of APN Funds Management Limited, the responsible entity of the Fund, are responsible for the preparation and
true and fair presentation of the financial report in accordance with the Gorporations Act 2001. This includes responsibility for
the maintenance of adequate accounting records and internal controls that are designed to prevent and detect fraud and error,
and for the accounting policies and accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit in order to express an opinion to the unitholders of the Fund. Our audit was conducted

in accordance with Australian Auditing Standards to provide reasonable assurance as to whether the financial report is free

of material misstatement. The nature of an audit is influenced by factors such as the use of professional judgement, selective
testing, the inherent limitations of internal control, and the availability of persuasive rather than conclusive evidence. Therefore,
an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with the

Corporations Act 2001, Australian Accounting Standards and other mandatory financial reporting requirements in Australia,

a view which is consistent with our understanding of the Fund’s and the Consolidated Entity’s financial position, and of their

performance as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

m examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial report, and

m assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant
accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the nature

and extent of our procedures, our audit was not designed to provide assurance on internal controls.

Independence
In conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements
and the Corporations Act 2001.

Audit opinion
In our opinion, the financial report of APN Regional Property Fund for the year ended 30 June 2005 is in accordance with:

a)  the Corporations Act 2001, including:

i, giving a true and fair view of the Fund's and Consolidated Entity's financial position as at 30 June 2005 and of their
performance for the financial year ended on that date; and

ii.  complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

b) other mandatory financial reporting requirements in Australia.

Ll 4 /27\“4@

KPMG Don Pasquariello
Partner

Melbourne
20th September 2005
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APN Regional Property Fund — Fully paid securities
APR

Fully Paid Unitholders (8 in total) as at 26 September 2005

Unitholder Units %
1 Haltolla Pty Ltd A/C Midwood Superannuation Fund 220,000 27.94%
2 Craig Brown Pty Ltd T/A CRB Holdings Pty Ltd A/C Superannuation Fund 220,000 27.94%
3 Laver Properties Pty Ltd A/C The Laver Family Trust 110,000 13.97%
4 Gary Bugden and Margaret Budgen A/C GF Budgen Superannuation Fund 110,000 13.97%
5 John Cavanagh and Sandra Cavanagh A/C Cavanagh Directors Superannuation Fund 100,000 12.70%
6 Australian Executor Trustees Limited 16,500 2.10%
7 IMuminator Investment Company Limited 10,358 1.32%
8 Patricia Pederson 642 0.08%
Total of all Fully Paid Unit Holders 787,500 100.00%
Spread of unitholders

Size of Unitholding Units Unitholders
1-1,000 642 1
1,001 - 5,000 0 0
5,001 - 10,000 0 0
10,001 - 100,000 126,858 3
100,001 and over 660,000 4
Total of all Fully Paid Unit Holders 787,500 8
APN Regional Property Fund — Partly paid securities

APRDD (APRCA)

Top 10 Partly Paid Unit Holders as at 26 September 2005

Unitholder Units %
1 RBC Global Services Australia Nominees Pty Ltd A/G APNFM 12,000,000 37.70%
2 Permanent Trustee Australia Limited A/G Acumen Capital Property Securities Fund 3,571,429 11.22%
3 Sandhurst Trustees Limited A/C Macarthurcook PSF 3,190,477 10.02%
4 Equity Trustees Limited A/C EQT Wholesale High Income Fund 2,000,000 6.28%
5 Melbourne Trailer & Caravan Supplies Pty Ltd 200,000 0.63%
6 Concord Craft Pty Ltd A/C Henry Family Trust 200,000 0.63%
7 Midlev Projects Pty Ltd A/C Midlev Unit Trust 200,000 0.63%
8 Una Lowe 200,000 0.63%
9 Roger Pratt and Anne Pratt A/C Pratt Family Superannuation Fund 200,000 0.63%
10 Bramston Pty Ltd A/C Bramston Trust 200,000 0.63%
Top 10 Partly Paid Unit Holders 21,961,906 69.00%
Balance of units held 9,866,931 31.00%
Total 10 Partly Paid Unit Holders 31,828,837 100.00%
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Spread of unitholders

Size of Unitholding Units Unitholders
1-1,000 0 0
1,001 - 5,000 0 0
5.001 - 10,000 688,749 70
10,001 - 100,000 7,953,893 223
100,001 and over 23,186,195 49
Total of all Partly Paid Unit Holders 31,828,837 342

In respect of fully paid and partly paid units
(1) No unit holders are holding less than marketable parcel of units.
(2) Full voting rights are attached to each unit held
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Corporate Directory

Manager

APN Funds Management Limited
Level 32, 101 Collins Street
Melbourne VIC 3000

Freecall: 1800 996 456 (Investor Services),
1300 027 636 (Adviser Services)

Facsimile:  (03) 8656-1010

Email: fm@apngroup.com.au

Website: www.apnfm.com.au

Postal Address
PO Box 18011
Melbourne Collins Street East Vic 8003

Directors

Chris Aylward: Director

Clive Appleton: Director

Howard Brenchley: Director & Chief Investment Officer
Andrew Cruickshank: Director

Management Team

Michael Doble: Manager, Property Securities

Paul Noonan: Manager, Direct Property

Charles Raymond: Manager, Investment Products
Laurence Parisi: Assistant Fund Manager

Damian Diamantopoulos: Assistant Fund Manager
Eko Lundon: Assistant Fund Manager

Warren Boothman: National Marketing and Investor Relations Manager
John Hyslop: National Sales and Distribution Manager
Liz Krajewski: Senior Business Development Manager
Ron Palermo: Operations Manager

Company Secretary
Peter Nicholson

Auditor

KPMG
161 Collins Street
Melbourne Vic 3000
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