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CHILDCARE PROPERTY TRUST NO 3
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.3 ("the Trust") present their report together 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 scheme under the Corporations Act 2001 on 29 May 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 Experience and special responsibilities

David D H Graham
Chairman and Managing Director
Bachelor of Commerce
Bachelor of Economics (Hons)
Master of Business Administration
Fellow of CPA Australia

Peter B Lockhart
Bachelor of Economics
Master of Business Administration

Ugo C Di Girolamo
Associate Diploma in Business
Member of Finance & Treasury Association
Limited

63 Managing Director since 1986. Extensive experience in
financial advisory and trust management services. Non-
executive director of Centra Properties Group and
Stradbroke Ferries Limited.

51 Director since 1988. Extensive experience in financial
advisory and trust management services. Member of
Compliance Committee. Member of Audit Committee.

43 Director since 2000. Over 20 years experience in
financial markets including 8 years in an executive money
market role.

The Responsible Entity's Constitution does not require directors to retire and seek re-election.
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CHILDCARE PROPERTY TRUST NO 3
DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2005

PRINCIPAL ACTIVITIES

The Trust is an unlisted unit trust which was established to acquire and hold 15 freehold childcare centres for an
initial investment period of 5 years expiring in September 2007.

The childcare centre locations and number of licensed places are as follows:

Freehold land and buildings earning a profit-based rental return:

Location Licensed
Places

2-4 Cochrane Street, Camira, Brisbane, Qld

2-4 Kangaroo Street, Bentley Park, Cairns, Qld

37 Glen Kyle Drive, Headland Park, Sunshine Coast, Qld

11 Scholars Way, Chancellor Park, Sunshine Coast, Qld

134 De Kerilleau Drive, Wodonga, Vic

9 Mooringe Avenue, Plympton, Adelaide, SA

95 Azelia Street, Alexander Heights, Perth, WA

74

75

74

74

85

85

61

Freehold land and buildings earning a fixed rental return:

Location
Places

528

Licensed

121 Yolanda Drive, Annandale, Townsville, Qld 72

60-64 Roberts Road, Bentley Park, Cairns, Qld 75

38 James Street, Manunda, Cairns, Qld 62

332 Spring Street, Kearneys Spring, Toowoomba, Qld 68

185 Maida Vale Road, High Wycombe, Perth, WA 39

81-83 Cuthbertson Street, Cooloongup, Perth, WA 49

2440 Moulden Terrace, Moulden, Darwin, NT 75

Cnr Temple Terrace & Tamarind Road, Moulden, Darwin, NT 73

513

Each centre is leased to and managed by Peppercorn Holdings No. 3 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 $590,885 (2004: $599,336). After
allowing for the fact that the Responsible Entity did not charge a fee during 2003/2004 the result for 2004/2005
was up 20% on 2003/2004.

During the year a restructuring of the Trust was completed as a response to the poor operating performance of a
number of the Trust's centres. This restructure involved the sale of eight childcare businesses (leaseholds) while
retaining the associated freehold properties and allowing the Trust to receive a fixed rental stream. This fixed
rental component has assisted in maintaining a base for the Trust's earnings during 2004/2005 and contributed
28% of total rental for the year.
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CHILDCARE PROPERTY TRUST NO 3
DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2005

The aggregate sale price of the leaseholds was in excess of the most recent independent valuations for those
centres prior to the sale. Proceeds from the sales amounted to $2.97 million. The majority of the funds ($2.5
million) were applied to reduction of debt and the balance was distributed to unitholders or used to fund capital
expenditure requirements at the Trust's centres.

The remaining seven childcare centres owned by the Trust continue to earn a profit based rental return and as
such have been subject to market trading conditions during the year. Although revenue from these centres was
up slightly in 2005 from 2004, total profit at the centre level for those seven centres was down due to decreases
in margins at all centres.

Since the end of the financial year key performance indicators in these centres have generally been maintained at
year end levels with occupancies at approximately 84% and the labour cost ratio at approximately 53%.

In December 2004, Peppercorn Management Group Limited ("Peppercorn") merged with A.B.C. Learning Centres
Limited ("ABC") 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.

The Responsible Entity is of the view that in the longer term the Trust's centres will benefit from the calibre of
management resources applied by ABC and that this will be reflected in the financial performance of the Trust.

DISTRIBUTIONS

The distribution for the year to 30 June 2005 is 8.00 (2004: 8.00) cents per unit. The distribution is made up of
4.80 cents per unit franked to an average level of 85% and 3.20 cents per unit as a tax deferred component.

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

a distribution of 2.00 cents per unit for the quarter ended 30 June 2004, paid in
August 2004. 246,400

In respect of the current financial year

a distribution of 2.00 cents per unit for the quarter ended 30 September 2004,
paid in November 2004. 246,400

a distribution of 2,00 cents per unit for the quarter ended 31 December 2004, paid
in February 2005. 246,400

a distribution of 2.00 cents per unit for the quarter ended 31 March 2005, paid in
May 2005. 246,400

a distribution of 2.00 cents per unit for the quarter ended 30 June 2005, paid in
August 2005 246,400

Tota! distributions provided for or paid in respect of the year ended 30 June 2005 985,600

STATE OF AFFAIRS

During the year the Responsible Entity finalised the sale of a total of eight childcare businesses. The aggregate
sale prices were in excess of independent valuations obtained. The Trust has retained the land and buildings
from which the businesses are conducted and receives a market rental from the tenant.

Proceeds from the disposal of the businesses amounted to $2.97 million. The majority of the funds ($2.5 million)
were applied to reduction of debt and the balance was distributed to unitholders or used to fund capital
expenditure requirements at the Trust's centres.
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CHILDCARE PROPERTY TRUST NO 3
DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2005

In December 2004, Peppercorn Management Group Limited ("Peppercorn") merged with A.B.C. Learning Centres
Limited ("ABC") 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 regulations under either Commonwealth,
State or Territory legislation.

EVENTS SUBSEQUENT TO BALANCE DATE

For reporting periods starting 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 to 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.

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.

UNITS ON ISSUE

The number of interests in the Trust as at the end of the financial year consists of 12,320,025 ordinary units.

The Trust had total assets valued at $15,831,751 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 to 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 86.80 cents per unit (2004:90.00 cents per unit).

LIKELY DEVELOPMENTS

The Trust will continue to 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 disclosure of the information
would be likely to result in unreasonable prejudice to the Trust.
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CHILDCARE PROPERTY TRUST NO 3
DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2005

INDEMNITIES 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 or other liability incurred by it in properly performing or
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 to specified exclusions) for persons who are or
have been officers of the Responsible Entity.

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

AUDITORS INDEPENDENCE DECLARATION

The auditor's independence declaration is set out on page 6 and forms part of this directors' report for the year
ended 30 June 2005.

Signed in accordance with a resolution of directors

David DH Graham /
Chairman /,
DDH Graham Limited
Brisbane, 21 September 2005
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CHILDCARE PROPERTY TRUST NO 3
DIRECTORS1 REPORT
FOR THE YEAR ENDED 30 JUNE 2005

Lead 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. 3.

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:

• no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in

relation to the audit; and

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

William Buck

RCole
Partner

Brisbane

21 September 2005
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CHILDCARE PROPERTY TRUST NO 3
STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2005

Note

Revenue from Ordinary Activities

Lease income

Interest income

Gross proceeds from sale of investment property

Total revenue

Expenses from Ordinary Activities

Borrowing costs

Responsible Entity's remuneration

Depreciation

Costs relating to sale of investment property

Other expenses from ordinary activities

Total expenses

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

Income tax (expense)/benefit relating to ordinary activities

Profit/floss) from ordinary activities after related income tax
expense/(benefit)

Total changes in equity as a result of transactions other
than those with owners as owners

15(c

2005
$

1,532

37

2,976

,122

,201

,917

2004
$

1,469,455

22,303

4,546,240 1,491,758

411,797 507,559

1(c) 147,702

104,207 146,751

2,997,098

2 165,911 121,659

3,826,715

719,525

(128,640)

590,885

590,885

775,969

715,789

(116,453)

599,336

599,336

The Statement of Financial Performance is to be read in conjunction with the notes to the financial statements set out on
pages 10 to 27.

Page 7



CHILDCARE PROPERTY TRUST NO 3
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2005

Current assets

Cash assets

Receivables

Other

Deferred tax assets

Total current assets

Non-current assets

Investment properties

Furniture, fixtures and fittings

Total non-current assets

Total assets

Current liabilities

Payables

Tax liabilities

Total current liabilities

Non-current liabilities

Interest bearing liabilities

Deferred tax liabilities

Total non-current liabilities

Total liabilities

Net assets

Equity

Contributed equity

Reserves

Total equity

Note

19(a)

3

4

5

7

6

8

9

10

9

11

12

2005
$

349,553

200,348

35,398

43,541

628,840

14,543,584

659,327

15,202,911

15,831,751

505,653

(105,999)

399,654

4,703,000

35,437

4,738,437

5,138,091

10,693,660

10,610,974

82,686

10,693,660

2004
$

315,180

318,319

53,036

34,050

720,585

16,867,265

1,345,844

18,213,109

18,933,694

587,035

19,847

606,882

7,203,000

35,437

7,238,437

7,845,319

11,088,375

11,005,689

82,686

11,088,375

The Statement of Financial Position is to be read in conjunction with the notes to the financial statements set out on pages
10 to 27,
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CHILDCARE PROPERTY TRUST NO 3
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2005

Note

Cash flows from operating activities

Cash receipts in the course of operations

Cash payments in the course of operations

Income taxes paid

Interest received

Net cash provided by (used in) operating activities

Cash flows from investing activities

Proceeds from sale of investment property

Payments for investment properties (incl. fixtures and fittings)

Net cash (used in) investing activities

Cash flows from financing activities

Repayment of borrowings

Borrowing costs paid

Distributions paid

Net cash provided by (used in) financing activities

Net (decrease)/increase in cash held

Cash at the beginning of the financial year

Cash at the end of the financial year

2005
$

1,771,220

(406,369)

(263,977)

37,201

2004
$

1,719,254

(87,804)

(187,329)

22,303

19(b) 1,138,075

2,976,917

1,466,424

(84,065)

19(a)

2,976,917

(2,700,000)

(395,200)

(985,419)

(4,080,619)

34,373

315,180

349,553

(84,065)

(506,405)

(949,332)

(1,455,737)

(73,378)

388,558

315,180

The Statement of Cash Flows is to be read in conjunction with the notes to the financial statements set out on pages 10 to 27.
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CHILDCARE PROPERTY TRUST NO 3
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
9 May 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 to 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 earned and if not received at balance date, is reflected in the Statement of
Financial Position as a receivable.

Responsible Entity's remuneration

Under the Trust Constitution, the Responsible Entity is entitled to a fee amounting to 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
CPI increase.

Operator's remuneration

In accordance with each of the property leases, the lessee and operator of the childcare centres, Peppercorn
Holdings No.3 Pty Ltd, is entitled to 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.

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 internally include the costs of materials and direct labour. Directly
attributable overheads and other incidental costs are also capitalised to the asset.
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Investment properties (continued)

Valuations

Investment properties are measured at fair value and revalued with sufficient regularity to ensure the carrying
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 independently
valued at intervals of not more than three years. 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) a willing, but not anxious, buyer and seller on an arm's length basis

(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

(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 considered 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) Income tax

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

Distributions to Unitholders out of profit are treated as dividends for tax purposes 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.

(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 furniture, fixtures and fittings not integral to the buildings are carried at cost and depreciated
on a straight line basis over their estimated useful lives.

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

• Furniture, fixtures and fittings 5% - 25%
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(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 assets are assets which take more than twelve 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.

(g) Receivables

Debtors are usually settled within 30 days and are carried 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 settled within 30 days.

(i) Bank loans

Bank loans are carried 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 borrowing.

(j) Goods and services tax

Revenues, expenses and assets 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 included. 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 flows arising from investing and financing activities which are recoverable from, or payable
to, the ATO are classified as operating cash flows.
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

2. OTHER EXPENSES FROM ORDINARY Note

ACTIVITIES

Administration costs

Auditor's remuneration:

- Audit services

Bank charges

Consultant fees

Custodian & compliance costs

Insurance

Land tax

Legal fees

Lodgement fees

Property evaluation costs

Repairs and maintenance

Unit registry fees

3. RECEIVABLES
Lease debtors - Peppercorn Holdings No.3 Pty Ltd

Sundry debtors

4. OTHER ASSETS
Prepayments

5. DEFERRED TAX ASSETS

Future income tax benefit 15(c)

6. FURNITURE, FIXTURES AND FITTINGS

Furniture, 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

Disposals

Depreciation

Carrying amount at end of year

2005
$

3,967

2004
$

3,873

10,443
645

6,432

25,000

8,829

33,081

45,771

1,368

5,000

16,842

8,533

165,911

200,348

-

200,348

35,398

43,541

873,867

(214,540)

659,327

1,345,844

37,818

(620,128)

(104,207)

659,327

10,742
722

4,349

25,263

10,179

21,807

3,113

1,033

724

33,624

6,230

121,659

272,080

46,239

318,319

53,036

34,050

1,587,887

(242,043)

1,345,844

1,401,860

90,736
-

(146,752)

1,345,844

Page 13



CHILDCARE PROPERTY TRUST
NOTES TO AND FORMING PART
FOR THE YEAR ENDED 30 JUNE

NO 3
OF THE FINANCIAL STATEMENTS
2005

7. INVESTMENT PROPERTIES

Investment properties - Responsible Entity

Note 2005
$

s Directors' valuation

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

Description Ownership Acquisition date

121 Yolanda Drive, 100% 02/08/02
Annandate, Townsville,
QLD'

2-4 Cochrane Street, 100% 30/08/02
Camira, QLD

2440Moulden 100% 30/09/02
Terrace, MouWen,
Darwin, NT*

134 De Kerilleau Drive, 100% 27/09/02
Wodonga, VIC

2-4 Kangaroo Street, 100% 30/09/02
Bentley Park, Caims,
QLD

60-64 Roberts Road, 100% 30/09/02
Bentley Park, Caims,
QLD*

332 Spring Street 100% 07/10/02
West Toowoomba,
QLD*

37 Glen Kyle Drive, 100% 30/09/02
Buderim, OLD

11 Scholars Way, 100% 30/09/02
Sippy Downs, QLD

81-83 Cuthbertson 100% 13/12/02
Drive, Cooloongup,
Perth, WA*

185 Maida Vale Road, 100% 01/11/02
High Wycombe, Perth,
WA*

9 Mooringe Avenue, 100% 30/09/02
Plympton, Adelaide, SA

95 Azelia Street, 100% 08/11/02
Alexander Heights,
Perth, WA

38 James Street, 100% 04/10/02
Manunda, Caims, QLD*

Cnr Temple Terrace & 100% 04/11/02
Tamarind Road,
Moulden, Darwin, NT*

Total investment
properties

Cost including
additions

S

707,570

1,265,342

861,092

921,580

1,239,970

791,866

844,523

1,217,905

1,371,673

493,023

356,216

1,257,869

1,164,743

640,150

795,106

13,948,628

Independent
Valuation date

05/07/04

24/06/04

29/06/04

17/06/04

28/06/04

28/06/04

17/06/04

22/06/04

22/06/04

09/06/04

10/06/04

22/06/04

09/06/04

28/06/04

29/06/04

14,543,584

Independent Carrying value
Valuation 30/06/05

$ $

910,000

1,150,000

900,000

1,400,000

1,350,000

910,000

720,000

1,400,000

1,580,000

470,000

370,000

1,600,000

1,050,000

590,000

800,000

1530,000

*During the financial year the leasehold component of these properties was sold resulting
carrying value as at 30 June 2005.

910,000*

1,070,389

900,000*

1,302,703

1,255,008

910,000*

720,000*

1,300,950

1,490,681

470,000*

370,000*

1,485,318

968,535

590,000*

800,000*

14,543,584

2004
$

16,867,265

Carrying value
30/06/04

$

1,344,240

1,068,081

1,257,719

1,296,803

1,253,008

1,408,512

998,220

1,298,999

1,487,966

664,451

514,177

1,476,135

965,535

753,689

1,079,730

16,867,265

in a decrease in
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

7. INVESTMENT PROPERTIES (Continued)

The valuation of investment properties includes non-integral assets which are disclosed separately in the
Statement of Financial Position.

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

Note

Carrying amount at beginning of year

Additions

Disposals

Valuation increment

Carrying amount at end of year

8. PAYABLES

Sundry creditors

Accruals

Distribution payable

9. TAX LIABILITIES

Current

Income tax

Non-current

Deferred tax liability

2005
$

16,867,265

64,995

(2,388,676)

-

14,543,584

144,579

114,674

246,400

505,653

2004
$

16,657,145

91,997

118,123

16,867,265

261,273

79,362

246,400

587,035

15(b)

12

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 mortgage 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 October 2007.

(105,999)

35,437

4,703,000

19,847

35,437

7,203,000
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

11. CONTRIBUTED EQUITY

12,320,025 (2004:12,320,025) ordinary units at $1.00 each

Less unit issue costs

Less return of capital

Movement in ordinary units

Balance at beginning of year

Less return of capital

Balance at end of year

12. RESERVES

Asset revaluation reserve

Nature and purpose of reserve

The asset revaluation reserve includes the net revaluation
increments and decrements arising from the revaluation of non-
current assets in accordance with M S B 1041.

Movements during the year

Balance at beginning of year

Net increase on valuation of investment properties

Deferred capital gains tax liability

Balance at end of year

13. UNDISTRIBUTED PROFITS

Undistributed profits/ (losses) at beginning of year

Profit/(loss) from ordinary activities after income tax

Total available for distribution

Distribution provided for or paid

Undistributed profits/(losses) at end of year

Note 2005
$

12,320,025

(928,072)

(780,979)

10,610,974

2004
$

12,320,025

(928,072)

(386,264)

11,005,689

11,005,689 11,391,953

(394,715) (386,264)

10,610,974 11,005,689

82,686

82,686

82,686

82,686

118,123

(35,437)

82,686

590,885

590,885

(590,885)

-

599,336

599,336

(599,336)

-
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

14. DISTRIBUTIONS

Distributions provided for or paid by the Trust are:

Distribution Period

Year ended 30 June 2005

Quarter ended 30 September 2004

Quarter ended 31 December 2004

Quarter ended 31 March 2005

Quarter ended 30 June 2005

Total distributions

Year ended 30 June 2004

Quarter ended 31 September 2003

Quarter ended 31 December 2003

Quarter ended 31 March 2004

Quarter ended 30 June 2004

Total distributions

Cents
per unit

(i)

2.0000

2.0000

2.0000

2.0000

8.0000

2.0000

2.0000

2,0000

2.0000

8,0000

Total
amount

$

246,400

246,400

246,400

246,400

985,600

246,400

246,400

246,400

246,400

985,600

Date of
payment

30/11/04

28/02/05

31/05/05

31/08/05

28/11/03

27/02/04

31/05/04

31/08/04

Franked
amount

(cents per
unit)

1.0000

1.6088

1.0000

1.1873

4.7961

2.0000

1.3230

1.0000

0.5411

4,8641

Tax deferred
amount (Cents

per unit)

1.0000

0.3912

1.0000

0.8127

3.2039

-

0.6770

1.0000

1.4589

3.1359

Tax rate for
franking

credit

30%

30%

30%

30%

30%

30%

30%

30%

Percentage
franked

81%

85%

85%

85%

59%

90%

90%

81%

(i) Includes tax deferred amount where applicable.

No unfranked distributions have been declared or paid during the year.

Distribution franking account

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

2005
$

(116,787)

2004
$

(88,946)

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.
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

2005
$

(215,858)

(105)

(11,550)

44,006

54,867

15. TAXATION Note

(a) Income tax expense

Prima facie income tax (expense)/benefit calculated at 30% on
the profit/(loss) from ordinary activities

Increase in income tax (expensef/benefit due to:

Non-deductible legal fees

Franking deficit tax

Decrease in income tax (expense)fbenefit due to:

Building allowance

Write-off of unit issue costs

Income tax (expense)/benefit relating to ordinary activities (128,640)

(b) Current tax liabilities

Provision for current income tax

Movements during the year:

Balance at beginning of year 19,847

Income tax paid (252,427)

Current year's income tax on operating profit 126,581

Balance at end of year (105,999)

(c) Deferred tax assets

Future Income tax benefit

Future income tax benefit comprises the estimated future benefit
at the applicable rate of 30% on the following items:

Expenses not currently deductible 43,541

2004
$

(214,737)

43,417

54,867

(116,453)

71,944

(187,329)

135,232

19,847

34,050

16. NET TANGIBLE ASSETS

Net tangible assets $10,693,660 $11,088,375

Units issued 12,320,025 12,320,025

Net tangible asset backing (at book value) per unit $0.8680 $0.9000

17. RELATED PARTY DISCLOSURES

The Responsible Entity

The Responsible Entity of the Trust is DDH Graham Limited.

Directors of the Responsible Entity

The names of each person holding the position of director of DDH Graham Limited during the financial year
were Messrs DDH Graham, P B Lockhart and U C Di Girolamo.
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

17. RELATED PARTY DISCLOSURES (Continued)

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:

DDH Graham Limited

DDH Graham

The following distributions arising from the aforementioned unitholdings were paid or payable:

DDH Graham Limited

DDH Graham

Responsible Entity's Remuneration

Set out below are the fees paid or payable by the Trust to the Note
Responsible Entity during the year:

• Trust management fees (i)

(i) During the year ended 30 June 2004 the Responsible Entity rebated its fees of $157,221.

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
executives are not entitled to any equity interests 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 to the
Responsible 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 attract and
retain appropriately qualified and experienced directors and senior executives. Remuneration packages include a
mix of fixed remuneration and performance-based remuneration.

2005
Units

20

5

paid or payable:

2005
$

2005
$

147,702

2004
Units

20

5

2004
$

2004
$

-
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CHILDCARE PROPERTY TRUST NO 3
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

17. RELATED PARTY

Directors

Mr DDH Graham

Mr PB Lockhart

MrUCDiGirolamo

Total, all specified directors

Specified executives

Mr AJ Keating

Mr BW Smeed

Mr Gl Blake
7
Mr S Ashton

Mr R Meyers

Total, all specified executives

DISCLOSURES (Continued)

2005
2004

2005
2004

2005
2004

2005

2004

2005

2004

2005
2004

2005
2004
2005
2004

2005

2004

2005

2004

Primary Benefits

Salary

SFees

$

3,701

2,661
4,587
4,587

-
-

8,288

7,248

5,719

5,485

9,174
4,587

1,950

330
-

-
-

16,843

10,402

Bonus

$

-
-
-
-
-
-
-

917
1,376
3,091

5,161

115
-
-
-
-
-

4,123

6,537

Non-

monetary

benefits

1,275
1,830

306
289

-
-

1,581

2,119

145
21

-
-
-
-
-
-
-
-

145
21

Post-
employment

Super-

annuation

benefits
c

333
239
413
413

-
-

746
652

597
617

1,104

877
186
30

-

-
-

1,887

1,524

Other

compensation

Insurance

Premiums

541
585
541
585

-
-

1,082

1,170

541
585

1,082

585
270
293

-
-
-
-

1,893

1,463

Total
remuneration

5,850
5,315
5,847

5,874
-
-

11,697

11,189

7,919

8,084

14,451
11,210

2,521
653

-
-
-
-

24,891

19,947

Loans to directors of the Responsible Entity

The Trust has not made, guaranteed or secured, directly or indirectly, any loans to the directors of their
personally-related entities at any time during the reporting period.

2005
$

2004
$

35,680

Baiances owed to/(by) the Responsible Entity

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

The following amounts are included in receivables as owed by the
Responsible Entity at balance date

18. SEGMENT REPORTING

The Trust's revenues are entirely derived from the ownership and leasing of childcare centres. All operations
and assets are based in Australia. Accordingly the Trust's domicile is in Australia.

46,239
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