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CHILDCARE PROPERTY TRUST NO 2
DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2005

The directors of DDH Graham Limited, {"the Responsible Entity”), the Responsible Entity of Childcare Property
Trust No.2 (“the Trust’) present their report togather with the financial report of the Trust for the year ended
30 June 2005 and the auditor's report thereon,

The Trust became a registered scherne under the Corporations Act 2001 on 18 April 2002 and DDH Graham
Limited became the Responsible Entity on that date.

THE RESPONSIBLE ENTITY

The registered office and principal place of business of the Responsible Entity and the Trust is Level 18, 344
Queen Street, Brisbane.

The directors of DDH Graham Limited continuously during and since the end of the financial year are:

Name and qualifications Age Experlence and special responsibilities

David D H Graham

Chairman and Managing Director ' 83  Managing Director since 1986. Extensive experience in
Bachelor of Commerce financial advisory and trust management services. Non-
Bachelor of Economics (Hons) executive director of Centro Properties Group and
Master of Business Administration Stradbroke Ferries Limited.

Fellow of CPA Australia

Peter B Lockhart
Bachelor of Economics 51  Director since 1988. Extensive experience in financial
Master of Business Administration advisory and trust management services. Member of

Compliance Commitiee. Member of Audit Commiitee.

Ugo C Di Girolamo

Associate Diploma in Business 43  Director since 2000. Over 20 years experience in
Member of Finance & Treasury Association financial markets including 8 years in an executive money
Limited market role.

The Responsible Entity's Constitution does not require directors to retire and seek re-election.

UNITS ON ISSUE
The number of interests in the Trust as at the end of the financial year consists of 8,800,025 ordinary units.

The Trust had fotal assets valued at $14,154,325 as at 30 June 2005. The basis for valuation of the Trust's
assets is disclosed in Note 1 to the financial statements.

The Trust neither acquired nor cancelled any units on issue during the year, including up 1o the date of this report.
No options have been granted over any unissued units in the Trust,

NET TANGIBLE ASSET BACKING
The net tangible asset backing of the Trust at 30 June 2005 was 94.36 cents per unit (2004: 95.88 cents per unit).
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CHILDCARE PROPERTY TRUST NO 2
DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2005

PRINCIPAL ACTIVITIES

The Trust is an unfisted unit trust which was established to acquire and held 11 freehold childcare centres for an
initial investment period of 5 years expiring in June 2007.

The childeare centre lacations and number of licensed places are as follows:

Location Licensed Places
3 Charlotte Street, Woree, Caims, Qid 75
9 Brose Street, Whiterock, Cairns, Qid 74
9 Tozer Park Road, Gympie, QId 75
18 Palm Drive, Deeragun, Townsville, Qld 24
79 Veales Road, Jensen, Townsville, Qld 75
61 McLean Street, Gulliver, Townsville, Q/d 75
14-18 Grant Street, Morayfield, Qld 74
21-23 Ann Street, Mooroopna, Shepparton, Vic 69
615 Greenwattle Streat, Glenvale, Toowoomba, Qld 74
17 Covent Gardens Way, Banora Point, NSW 75
57 Salisbury Crescent, Colonel Light Gardens, SA 62
752

Each centre is leased to and managed by Peppercom Holdings No. 2 Pty Ltd, which on 23 December 2004
became a wholly owned subsidiary of A.B.C. Learning Centres Limited ("ABC").

REVIEW AND RESULTS OF OPERATIONS
The result for the year to 30 June 2005 was a net profit after income tax of $394,570 (2004: $637,647).

Revenue and profit wers down at the centre level compared with 2004. This decrease in profitability was largely
attributable tc four of the Trust's centres which under performed and which are being monitored by ABC. The
remaining centres in the Trust portfolio recorded similar profits to 2004.

Although the profit result for the year is disappcinting there are indicaters that performance in 2005 is improving
under the management of ABC after the transition from Peppercom.

In the March quarter report to unitholders, comment was made on the improving trend in key performance
indicators of occupancy levels and wages expenses evident at the end of that quarter. This trend has continued
through the June quarter.

Occupancy levels in the Trust's centres showed an improvement fo end the June quarter at an average of
approximately 74%, compared to 68% at the end of the March quarter.

The average labour cost ratio at the end of the financial year stood at approximately 52% compared to 56% at the
end of the March quarter.

As a result of these operating improvements, centre level profit in the June quarter was substantially better than
that generated in the March quarter.

Since the close of the financial year key performance indicators have generally been maintained at year end
levels.
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CHILDCARE PROPERTY TRUST NO 2
DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2005

The annua] review of the Child Care Benefit (CCB) payment to families was implemented in July by the Family
Assistance Office to coincide with the new financial year and a fee review was implemented to coincide with that
of the CCB. This has improved centre revenues in the initial weeks of the new financial year but wage increases
will also occur during the year, diminishing the net improvement to profit of the fee increases.

DISTRIBUTIONS

The distribution for the year to 30 June 2C05 is 6.00 (2004: 9.85) cents per unit. The distribution is made up of
4.43 cents per unit franked to an average level of 85% and 1.57 cents as a tax defemed component,

Distributions paid or declared by the Trust since the end of the previous financial year were:

As proposed and provided for in last year's report, paid in August 2004;

a distribution of 1,00 cent per unit for the quarter ended 30 June 2004. 88,000
In respect of the current financial year

a distribution of 2.25 cents per unit for the quarter ended 30 September 2004,

paid in November 2004, 198,000
a distribution of 1.50 cents per unit for the quarter ended 31 December 2004, paid
in February 2005, 132,000
- a distribution of 1.00 cent per unit for the quarter ended 31 March 2005, paid in
May 2005. 88,000
- a distribution of 1.25 cents per unit for the quarter ended 30 June 2005, paid in
August 2005. 110,000
Total distributions provided for or paid in respect of the year ended 30 June 2005 528,000
STATE OF AFFAIRS

In December 2004, Peppercorn Management Group Limited (“Peppercorn”) merged with A.B.C. Leaming Centres
Limited ("fABC") via a Scheme of Arrangement. As a result, Peppercorn continues to manage the Trust's centres
under the same terms and conditions as previously applied but as a wholly owned subsidiary of ABC.

In the opinion of the directors there were no other significant changes in the state of affairs of the Trust that
occurred during the financial year under review.

ENVIRONMENTAL REGULATION

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

EVENTS SUBSEQUENT TO BALANCE DATE

For reporting periods statting on or after 1 January 2005, the Trust must comply with Australian equivalents to
International Financial Reporting Standards (AIFRS) as issued by the Australian Accounting Standards Board.
The implementation plan and potential impact of adopting AIFRS are detailed in Note 21 fo the financial
statements.

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 item, transaction or event of a material and unusual nature likely, in the opinion of
the directors, to affect significantly the operations of the Trust, the results of those operations, or the state of
affairs of the Trust, in future financial years.
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CHILDCARE PROPERTY TRUST NO 2
DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2005

INTERESTS OF THE RESPONSIBLE ENTITY

Interests of both DDH Graham Limited and its directors in the Trust are disclosed in Note 17 to the financial
statements.

LIKELY DEVELOPMENTS
The Trust will continue fo pursue its investment strategy focused on investment in childcare centres.

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

INDEMNIFICATION AND INSURANCE OF OFFICERS AND AUDITORS

Indemnification

Under the Trust Constitution, the Responsible Entity, including its officers and employees, is indemnified out of
the Trust's assets for any loss, damage, expense cr other liability incurred by it in properly performing ar
exercising any of its powers, duties or rights in relation to the Trust.

The Trust has not indemnified any auditor of the Trust.

Insurance Premiums

During the financial year the Responsible Entity has paid premiums in respect of its officers for liability and legal
expenses insurance contracts for the year ended 30 June 2005. The Responsible Entity has paid or agreed to
pay in respect of the Trust, premiums in respect of such insurance contracts for the year ending 30 June 2006.
Such insurance contracts insure against certain liability (subject o specified exclusions) for persons who are or
have been officers of the Responsible Entity.

Details of the nature of the (iabilities covered or the amount of the premium paid has not been included as such
disclosure is prohibited under the terms of the contracts.

AUDITOR’S INDEPENDENCE DECLARATION

The auditor's independence declaration is set out on page & and forms part of this directors” report for the year
ended 30 June 2005.

Signed in accordance with a resolution of directors

D0 Hee—

David DH Graham 0
Chalrman

DDH Graham Limited

Brisbane, 21 September 2005
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CHILDCARE PROPERTY TRUST NO 2
DIRECTORS’ REPORT
FOR THE YEAR ENDED 30 JUNE 2005

L ead auditor's independence declaration under Section 307C of the Corporations Act
2001

To: the directors of DDH Graham Limited, the Responsible Entity of Childcare Property Trust No 2,

| 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:

= no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in
relation i the audit; and

»  no confraventions of any applicable code of professional conduct in relation to the audit,

/Vf/’&"" /‘“’é

William Buck

A Lt

R Cole
Partner

Brisbane

21 September 2005
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CHILDCARE PROPERTY TRUST NO 2
STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2005

Note

Revenue from Ordinary Activities

Lease income

Interest income

Total revenue

Expenses from Ordinary Activities

Borrowing costs

Responsible Entity's remuneration 1(b)
Depreciation

Cther expenses from ordinary activities 2
Total expenses

Profit/(Loss) from ordinary activities before related income tax
(expense)/benefit

Incame tax (expense)/benefit relating to ordinary acfivities 15(a)

Profit/(Loss) from ordinary activities after related income tax
(expense)/henefit

Totai changes in equity as a resuit of transactions other than
those with owners as owners

2005 2004
$ $
1,129,298 1,457,001
7,998 22,161
1,137,295 1,479,162
384,992 384,896
101,128 116,229
93,339 86,086
107,126 93,741
686,585 680,952
450,711 798,210
(56,141) (160,563)
394,570 637,647
394,570 637,647

The Statement of Financial Performance is to be read in conjunction with the notes to the financial statements set cut on

pages 9 1o 26.
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CHILDCARE PROPERTY TRUST NO 2
STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2005
Note 2005 2004
$ $
Current assets
Cash assets 19(a) 237,723 167,711
Receivables 3 282 666 233,166
Dther 4 16,860 7412
Deferved tax assets 5 65,068 71,328
Total current assels 602,317 479,617
Non-current assets
[nvestment properties ] 12,876,647 12,789,966
Furniture, fixtures and fittings 7 675,361 720,335
Total non-current assets : 13,552,008 13,510,301
Total assets 14,154,325 13,989,918
Current liabilities
Payables 8 530,686 368,069
Tax liabilities 8 (203,278) {88,498)
Total current liabilities 327,408 219,5M
Non-current liabilities
Interest bearing liabilities 10 5,250,000 5,000,000
Tax liabilities g 273,082 273,082
Total non-current liabilitles 5,523,082 5,273,082
Total liabilities 5,850,490 5,952,653
Net assets 8,303,835 8,437,265
Equity _
Contributed equity 11 7,666,645 7,805,653
Reserves 12 637,190 637,190
Distributions in excess of net profit 13 - (5.578)
Total equity 8,303,335 8,437,265

The Statement of Financial Position ig to ba read in conjunction with the notes to the financial statements set out on pages
910 26.
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CHILDCARE PROPERTY TRUST NO 2
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2005

Note 2005 2004
$ $

Cash flows from operating activities

Cash receipts in the course of operations 1,211,326 £,445,820
Cash payments in the course of operations (330,978) (212,732)
Interest recaived 7,998 22,161
Income tax paid (164,661) (329,904}
Net cash {used in) operating activities 19(h}) 723,685 925,345
Cash flows from investing activities

Payments for investment properties (2,052) (237,748)
Payments for fumiture, fixtures and fittings - (30,519)
Net cash (used in) investing activities {2,052) (268,267)
Cash flows from financing acivitles

Barrowing costs paid {395,171) {386,675)
Proceeds from borrowings 250,000 -
Distributions paid {506,450) {1,003,176)
Net cash provided by financing activities (651,621} (1,385,851}
Net (decrease)increase in cash held 70,012 (732,773)
Cash at the beginning of the financlal year 167,711 900,434
Cash at the end of the financial year 19(a) 237,723 167,711

The Statement of Cash Flows is to be raad in conjunction with the notes fo the financial statsments set out on pages 8 o 26.
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CHILDCARE PROPERTY TRUST NO 2
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies which have been adopted by the Trust in the preparation of this financial report
are:

(a)  Basis of preparation

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 requirements of the Trust Constitution dated
23 January 2002.

It has been prepared on the basis of historical costs and, except where stated, does not take into account
changing money values or fair values of assets.

The accounting policies have been consistently applied throughout the year and are consistent with those of the
previous year.

{b) Revenue and expenditure recognition

Lease income

Lease income is brought o account on an accrual basis and, if not received at balance date, is reflected in the
Statement of Financial Position as a receivable.

Interest income

Interest is brought to account when eamed and if not received at balance date, is reflected in the Statement of
Financial Position as a receivable.

Responsible Enfity's remuneration

Under the Trust Constitution, the Responsible Entity is entitled to a fee amounting t¢ 0.125% of the Total Tangible
Assets of the Trust for each quarterly period together with a fixed component of $61,800 per annum subject to
CPlincrease.

Operator’s remuneration

In accordance with each of the property leases, the lessee and operator of the childcare centres, Peppercom
Holdings No.2 Pty Ltd, is entiled o receive a base management fee of $2,004 per centre operated per month
{indexed by the CPI) plus 2% of gross revenue and 10% of net operating income (after deducting the base fee
and 2% of gross revenue).

The operator's remuneration is deducted before lease income is paid to the Trust and as a result is not included
as an expense in these financial statements.

All expenses are brought to account on an accrual basis.

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

Land and buildings comprising the investment properties are considered composite assets and are disclosed as
such in the accompanying notes to the financial statements.
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CHILDCARE PROPERTY TRUST NO 2
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {Confinued)

{¢) Investment properties {continued)

Investment properties acquired are initially recorded at their cost of acquisition at the date of acquisition, being
the fair value of the consideration provided plus incidental costs directly attributable to the acquisition.

The costs of assets constructed/redeveloped intemally include the costs of materials and direct labour. Directly
attributable overheads and othet incidental costs are also capitalised o the asset.

Valuations

investment properties are measured at fair value and revalued with sufficient regularity to ensure the camying
amount of each property does not differ materially from its fair value at the reporting date.

The Trust's Constitution requires the Responsible Entity to have the Trust's property investments indepandently
valued at intervals of not more than three vears. These valuations are considered by the directors of the
Responsible Entity when determining fair value, When assessing fair value, the directors will also consider the
discounted cash flow of the property, the highest and best use of the property and sales of similar properties.

Fair value is based on the price at which a property might reasonably be expected to be sold at the date of
valuation, assuming:

(i) awilling, but not anxious, buyer and seller on an arm’s length basis

(i} areasonable 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 fo market value, to the buyer
incidental to ownership of the property being valued

(v) 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.

All investment properties are considened one class of asset,

Revaluation increments, on a class of assets basis, are recognised in the asset revaluation reserve, except for
amounts reversing a decrement previously recognised as an expense, which are recognised as revenues.
Revaluation decrements are only offset against revaluation increments relating to the same class of asset and
any excess is recognised as an expense.

Potential capital gains tax is taken into account.
{d) Incometax

The Trust is taxed on a similar basis to a company, Accordingly, the Trust is subject to income tax at the
prevailing corporale rate.

Distributions to Unitholders out of profit are freated as dividends for tax pumoses and may be franked to the
extent franking credits are available. Thus, such distributions are taxed at an investor's marginal tax rate subject
to the level of franking credits attaching to the distributions. Distributions which exceed the profit of the Trust are
treated as a return of capital for tax purposes. Returns of capital are not assessable but reduce the Unitholder's
cost base for the purposes of determining any liability for capital gains tax on disposal of the units.
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CHILDCARE PROPERTY TRUST NO 2
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
(e) Depreciation

In accordance with Accounting Standard AASB 1021: Depreciation, investment properties are not depreciated.
Accordingly, the buildings and any component thereof (including integral plant and equipment) are not
depreciated. items of furiture, fixtures and fittings not integral to the buildings are carried at cost and depreciated
on a straight line basis over their estmated useful lives.

Depreciation rates used for each class of assets are as follows:

. Furniture, fixtures and fittings 5% - 25%

(f  Borrowing costs

Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings and amortisation of
ancillary costs incurred in connection with arrangement of borrowings. Borrowing costs are expensed as incurred
unless they relate to qualifying assets. Qualifying assels are assets which fake more than fwelve months to get
ready for their intended use or sale. Where funds are borrowed specifically for the acquisition, construction or
production of a qualifying asset, the amount of borrowing costs capitalised is those incurred in relation to that
borrowing, net of any interest earned on those borrowings. Where funds are borrowed generally, borrowing costs
are capitalised using a weighted average capitalisation rate,

(d) Recelvables

Debtors are usually settled within 30 days and are carmied at amounts due. The collectibility of debts is assessed
at balance date and specific provision is made for any doubtful accounts.

(h)  Payables

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether or not billed
to the Trust. Trade accounts payable are normally seftied within 30 days.

{i) Bankloans

Bank loans are camied on the Statement of Financial Position at their principal amount, subject to set off
arrangements. Interest is payable in advance and is written off over the term of the bomowing.

{iy Goods and services tax

Revenues, expenses and assefs are recognised net of the amount of goods and 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 inciuded. 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 from operating activities are included in the Statement of Cash Flows on a gross basis. The GST
components of cash fiows arising from investing and financing activities which are recoverabie from, or payabie
to, the ATO are classified as operating cash flows.
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CHILDCARE PROPERTY TRUST NO 2

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

2. OTHER EXPENSES FROM ORDINARY

ACTIVITIES

Administration costs

Auditor's remuneration;
- Audit services

Bank charges

Consultant fees

Custodian & compliance costs

Insurance

Land tax

Legal fees

Lodgement fees

Repairs & maintenance

Unit registry fees

3. RECEIVABLES
Lease debtors — Peppercorn Holdings No.2 Pty Lid

4. OTHER ASSETS
Prepayments

5. DEFERRED TAX ASSETS

Future income tax henefit

Note 2005 2004
$ $
2,101 2,248
8,188 9,525
1,186 586
8,932 4,409
25,000 25,260
6,485 8,342
23,032 24,666
6,736 2,019
1,098 1,066
17,697 8,615
6,671 7,005
107,126 93,741
282,666 233,166
16,860 7,412
15(c) 66,068 71,328
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CHILDCARE PROPERTY TRUST NO 2
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

6. INVESTMENT PROPERTIES

Investment properties — Responsible Entity's Directors' valuation 12,876,647 12,789,966

Details of the individual properties comprising “Investment properties” are set out below.

. . Camrying Carrying
Acquisition Cost "?9'"“'"9 Indepen_dent Indepandent value valus
Description Owmership ™. te """;”“s Valialion “Valustion 300605 30/06i04
a
$ $ $

3 Charlotte Close, 100% 05/04/02 1,207 698 1608104 1,015,000 959,001 050,051
Woree, Caims,
QLD

9 Brose Streat, 100% 05104102 1,216,697 16/08/04 1,200,000 1,159,623 1,157,623
YWhitarock, Cairns,
Qn

9 Tozer Park Road, 100% 2810202 1,232,273 16/08/04 1,675,000 1,617,964 1,599,708
Gympie, QLD

15 Palm Drive, 100% 05/04/02 g a2z 16/08/04 300,000 286,698 283,618
Deeragun,
Townsville, QLD

79 Veales Road, 100% 05/04/02 1,085179 15/08/04 1,175,000 1,103,780 1,101,780
Jensen, Townswille,
QLD

81 MclLean Sireet, 100% 12404402 1,056,163 18/07/04 1,350,000 1,308,959 1,288,934
Gulliver, .
Townsville, QLD

14-18 Grant Street, 100% 0204102 1,175,114 16/08/04 1,275,000 1,204,135 1,201,530
Morayfield, QLD

21-23 Ann Streed, 100% 28106102 1,037 645 17106104 1,180,000 1,128,823 1,108,615
Mooroopna,
Shepparton, VIC

615 Greenwatlle 100% 26107102 1,300,936 22/06/04 1,300,000 1,247 613 1,245,191
Straat, Glenyale,
Toowoarnha, QLD

17 Covent Gardens 100% 15107402 1,274,704 16/08/04 1,700,000 1,606,200 1,604,299
Way, Banora Point,
NEW

57 Salisbury 100% 01707102 1,061,045 1307104 1,330,000 1,252,788 1,248,619
Crescent, Colonel

Light Gardens,

Adelaide, SA

Total investment properties 11,966,376 13,500,000 12,876,647 12,788,966

The valuation of investment properties includes non-integral assets which are disclosed separately in the
Statement of Financial Position
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CHILDCARE PROPERTY TRUST NO 2

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

6. INVESTMENT PROPERTIES {Continued)

Reconclliation of the carrying amount of Investment
Properties is set out below:

Carrying amount at beginning of year
Additions
Valuation increment

Carrying amount at end of year

7. FURNITURE, FIXTURES AND FITTINGS
Fumiture, fixtures and fittings at cost

Accumulated depreciation

Total furniture, fixtures and fittings

Reconciliation of the carrying amount of Furniture, fixtures
and fittings is set out below:

Carrying amount at beginning of year
Additions
Depreciation

Carrying amount at end of year

8. PAYABLES
Sundry creditors
Accruals

Distribution payable

9. TAXLIABILITIES
Current
[ncome tax

Non-current
Deferred tax liability

Note

15(b)

12

2005 2004
$ $

12,789,966 11,859,392
86,681 20,302
910,272
12,876,647 12,789,966
940,168 891,803
(264,807) (171,468)
675,361 720,335
720,335 775,902
48,365 30,519
(93,339) (85,086)
675,361 720,335
238,285 112,162
182,401 167,907
110,000 88,000
530,686 368,069
(203,278) {88,498)
273,082 273,082
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CHILDCARE PROPERTY TRUST NO 2

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

10. INTEREST BEARING LIABILITIES

Non-current

Bank loan — secured

The loan is a fixed 5 year 90 day commercial bill facility and is
secured by a first ranking registered morigage over the trust
properties and a first ranking fixed and floating charge over the
assets and undertakings of the Trust.

The loan is repayable on 31 August 2007.

11. CONTRIBUTED EQUITY

8,800,025 {2004: 8,800,025) ordinary units at $1.00 each
Less unit issue costs

Less return of capital

Movement in ordinary units
Balance at the beginning of year
Less return of capital

Balance at end of year

12. RESERVES

Asset revaluation reserve

Nature and purpose of reserves
Asset revaluation reserve

The asset revaluation reserve includes the net revaluation
increments and decrements arising from the revaluation of non-
current assels in accordance with AASB 1041,

Contingency reserve

The contingency reserve has been created to account for future
building maintenance costs and to allow for equalisation of
distributions paid to unitholders. The reserve is reviewed
regularly to ensure it is adequate.

Movements during the year

Asset revaluation reserve

Balance at beginning of year

Net increase on valuation of investment properties
Deferred capital gains fax liability

Balance at end of year

Note

2005 2004
$ $
5,250,000 5,000,000
8,800,025 8,800,025
(822,772) (822,772)
(310,608) {171,600)
7,666,645 7,805,653
7,805,653 7,977,253
(139,008) (171,600)
7,666,645 7,805,653
637,190 637,190
637,190 -
- 910,272
. (273,082)
637,190 637,190
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CHILDCARE PROPERTY TRUST NO 2

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

12. RESERVES (Continued) Note 20505 20304
Contingency reserve
Balance at beginning of year - 51,975
Transfer to/ffrom Statement of Financial Performance - (51,975)
Balance at end of year -
13. UNDISTRIBUTED PROFITS
Undistributed profits/(loss) at beginning of year (5,578)
Profit/{loss) from ordinary activities after income tax 394 570 637,647
Transfer from/(to) reserves - 51,975
Total available for distribution 388,992 689,622
Distribution provided for or paid {388,992) (695,200)
Undistribtited profits/(loss) at end of year {5,578}
14. DISTRIBUTIONS
Distributions provided for or paid by the Trust are;
Distribution Period Cents Total Date of Franked Tax deferrad  Taxrate Percentage
per unit amount payment amaunt amount {cents for franked
] $ {cents per per unit) franking
unit) credit
Year endad 30 June 2005
Quarter ended 30 September 2004 225 198,000  30M1/04 2.00 0.25 3% 85%
Quarter endad 31 December 2004  1.50 132000  28/02/05 0.82 068 30% 85%
Quarter ended 31 March 2005 1.00 88,000  31/05/05 0.47 0.53 30% 85%
Quarter ended 30 June 2005 1.25 110000 31/08/05 1.14 on 30% 85%
Total distributions 6.00 528,000 4.43 157
Year ended 30 June 2004
Quarter ended 30 September 2003 2.85 259601 28/11/03 295 0% Ti%
Quarter ended 31 December 2003  2.95 259601  27/02/04 2.95 30% Bd%
Quarter ended 31 March 2004 295 259601  31/05/04 2.00 0.95 30% 4%
Quarter ended 30 June 2004 1.00 88,000  31/08/04 1.00 3% 0%
Total distributions 9.85 866,803 7.90 1.95
(i) Includes tax deferred amount where applicabie.

No unfranked distributions have been declarad or paid during the year.
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CHILDCARE PROPERTY TRUST NO 2

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

14. DISTRIBUTIONS {Continued)
Distribution franking account

30% franking credits available to unitholders of the Trust for subsequent

financial yaars

2005
$

(151,973}

2004
$

{60,078)

The above available amounts are based on the balance of the distribution franking account at year-end adjusted

for:

(a) franking credits that will arise from the payment of the amount of the provision for income tax;

(b} franking debits that will arise from the payment of distributions recognised as a liability at year-end.
The ability to utilise the franking credits is dependent upon there being sufficient available profits to declare

distributions.

15. TAXATION

(a) Income tax expense

Prima facie income tax (expense)/benefit calculated at 30% on

the profit/(loss) from ordinary activities
Increase in income fax expense due fo:
Non-deductible legal fees

Decrease of income tax expense due to:
Wiite-off of unit issue costs

Building allowance

income tax {expense)/benefit relating to ordinary activities
(b} Current tax liabilities

Provision for current income tax
Movements during the year.

Balance at beginning of year

income tax paid

Current year's income tax on operating profit
Balance at end of year

{c} Deferrad tax assets

Future Income tax benefit

Future income tax benefit comprises the estimated future

benefit at the applicable rate of 30% on the foliowing items:

Expenses not currently deductible

2005 2004
$ $
(135,213) (239,463)
(105) -
48,610 48,610
30,567 30,290
(56,141) (160,563)
(88,498) 83,404
(164,662) (329,904)
49,882 158,002
(203,278) (88,498)
65,068 71,328
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CHILDCARE PROPERTY TRUST NO 2
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

16. NET TANGIBLE ASSETS 2005

$
Net tangible assets 8,303,835
Units issued 8,800,025
Net tangible asset backing (at book value) per unit $0.9436

17. RELATED PARTY DISCLOSURES

(a)  The Responsible Entity
The Responsible Entity of the Trust is DDH Graham Limited.

Directors of the Responsible Entity

2004
$

8,437,265
8,800,025
$0.9588

The names of each person holding the positicn of director of DDH Graham Limited duning the financial year were

Messrs DDH Graham, P B Lockhart and U C Di Girolamo.

Since the end of the previous financial year, no director of the Responsible Entity has received or become entitled
to receive any benefit because of a contract made by the Trust with a director or with a firm of which a director is

a member, or with an entity in which the director has a substantial interest.

Responsible Entity's holdings of units

The relevant interests of each director of DDH Graham Limited and its directors (including director related

entities) in the unit capital of the Trust at 30 June 2005 are set out below:

2005 2004
Units Units
DDH Graham Limited 20 20
DDH Graham 5 5
PB Lockhart 10,000 10,000
U C Di Girolamo 20,000 20,000
The following distributions arising from the aforementioned unitholdings were paid or payable:
2005 2004
$ $
DDH Graham Limited - -
DDH Graham - -
P8 Lockhart 600 985
U C Di Giralamo 1,200 1,970
Responsible Entity's remuneration
Set out below are the fees paid or payable by the Trust to the Responsible Entity during the year:
w Trust management fees 101,128 116,229
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CHILDCARE PROPERTY TRUST NO 2
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

17. RELATED PARTY DISCLOSURES {continued)
Remuneration of directors of the Responsible Entity

Remuneration of the directors and specified executives is paid directly by the Responsible Entity. The directors
and specified executives are not provided with any remuneration by the Trust itself. Directors and specified
execulives are not entitled to any equity intsrests in the Trust, or any rights to or options for equity interests in the
Trust, as a result of the remuneration provided by the Responsible Entity.

Given the number and variety of schemes 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
and specified executives of the Responsible Entity and the management fees paid by the Trust fo the
Responsibie Entity in accordance with the Trust Constitution.

Total remuneration has been allocated across each scheme operated by the Responsible Entity based on an
estimate of time spent by directors and specified executives on the management of each scheme. The following
table only includes the amounts allocated to the Trust.

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

Primary Bengfits Post. Other Total
amployment  compensation  remuneraticn
$
Salary &  Bonus Non- Super- Insurance
Fees 5 monetary  annuation Premiums
$ benefits benefits
3
Directors
Mr DDH Graham 2005 3 - 1,275 333 541 5,850
2004 2,661 - 1,830 239 585 5,315
Mr PB Lockhart 2005 4,587 - 306 413 541 5,847
2004 4,587 - 289 413 585 5,874
Mr UC Di Girolamo 205 - - . - - -
2004 - - - - - -
Total, all specified directors 2005 6,288 - 1,581 746 1,082 11697
2004 7,248 - 2119 B52 1,170 11,188
Specified executives
Mr AJ Keating 2005 5719 N7 145 557 841 7919
2004 5,485 1,376 21 617 585 8,024
Wr BW Smeed 2005 9,174 3,041 - 1,104 1,082 14,451
2004 4587 5,181 - ar7 585 11,210
Mr Gl Blake 2005 1,950 115 - 186 270 2521
2004 330 - - 30 283 653
Mr 5 Ashton 2005 - - - -
2004
Mr R Meyers 2005
2004 - - - - - -
Total, all spacified executives 2005 16,843 4,123 145 1,887 1,893 24,891
2004 10,402 6,537 21 1,524 1,463 19,947

Loans to directors of the Responsible Entity
The Trust has not made, guaranteed or secured, direclly or indirectly, any loans to the directars of their
personally-related entities at any time during the reporting period.
Balances owed fo the Responsible Entity Note 2005 2004
$ $

The following amounts are included in accounts payable as
owed to the Responsible Entity at balance date 33,599 32412
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