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PELQRUS

PRIVATE BSEQUITY

Directors’ Report

The Directors of Pelorus Private Equity Limited (Pelorus or the Company) and its controlled entities (the
Group) present the interim consolidated financial statements (financial statements) for the half-year
ended 31 December 2013.

Principal Activities and Review of Operations

Pelorus is a property investment company invested in two properties directly and a number of property
security positions. The Company’s investments are managed by BlackWall Property Funds Limited (ASX
Code: BWF) (BlackWall).

Significant Changes in Affairs

Other than as disclosed above no significant changes to the state of affairs of the Group occurred during
the financial period.

Dividends

There were no dividends paid or declared for the period ended 31 December 2013 (2012: $nil).

Events Subsequent to Reporting Date and Likely Developments

To the best knowledge of the Directors, there have been no other matters or circumstances that have
arisen since the end of the period that have materially affected or may materially affect the Group’s
operations, the results of those operations or the Group’s state of affairs in future financial years.

Office Holders

Joseph (Seph) Glew (Executive Chairman)

Robin Tedder (Non-executive Director)

Stuart Brown (Non-executive Director and Chief Executive Officer)

Don Bayly (Company Secretary)

Auditors

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

ESV continues in office in accordance with section 327 of the Corporations Act 2001.
Rounding of Amounts
The Group is a group of the kind referred to in ASIC Class Order 98/0100, dated 10 July 1998, and in

accordance with that Class Order amounts in the Directors’ Report and the financial statements are
rounded off to the nearest thousand dollars, unless otherwise indicated.

A/?
o
/ g
Seph Glew

Chairman
Sydney, 14 March 2014
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ACCOUNTING AND
BUSINESS ADVISORS

v

Auditor’s Independence Declaration Under Section 307C of the Corporations Act 2001

| declare that to the best of my knowledge and belief, during the half-year ended 31 December 2013, there have
been:

(i) no contraventions of the independence requirements as set out in the Corporations Act 2001 in relation
to the audit; and

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

Dated at Sydney the 12" day of March 2014

Tim Valtwies

Partner
LEVEL 18, CITY CENTRE TELEPHONE. +61 2 9283 1666
55 MARKET STREET FACSIMILE. +61 2 9283 1866
SYDNEY NSW 2000 ADMIN@ESVGROUP.COM.AU

ESVGROUP.COM.AU

A member of TIAG*® (The International Accounting Group), a worldwide alliance of independent accounting firms.
Liability limited by a scheme approved under Professional Standards Legislation.



Pelorus Private Equity Limited and Controlled Entities

ABN 45 091 209 639
Consolidated Statement of Profit or Loss and Other Comprehensive Income

For the Half-year Ended 31 December 2013

December 2013 December 2012
Note $'000 $'000
Property rental income 1,490 1,886
Investment income 38 152
Gain on disposal of assets 222 26
Other income 1 11
Total Revenue 1,751 2,075
Business operating expenses (348) (501)
Depreciation expenses (207) (215)
Property outgoings (334) (223)
Finance costs (828) (761)
Unrealised gain/ (loss) on revaluation of assets and liabilities 3 207 (1,949)
Impairment - (141)
Other expenses - (1)
Profit/(Loss) Before Income Tax 241 (1,716)
Income tax expense - -
Profit/(Loss) After Income Tax 241 (1,716)
Other Comprehensive Income
Unrealised gain on revaluation of assets 3 2,393 -
Other Comprehensive Income For the Period 2,393 -
Total Comprehensive Income/(Loss) For the Period 2,634 (1,716)
Profit / (Loss) Attributable To:
Owners of the Group 106 (881)
Non-controlling Interests 135 (835)
241 (1,716)
Total Comprehensive Income / (Loss) Attributable To:
Owners of the Group 2,499 (881)
Non-controlling Interests 135 (835)
2,634 (1,716)
The accompanying notes form part of these financial statements.
5
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Pelorus Private Equity Limited and Controlled Entities
ABN 45 091 209 639
Consolidated Statement of Financial Position

As at 31 December 2013

December 2013 June 2013

Notes $°000 $'000
ASSETS
Current Assets
Cash and cash equivalents 198 703
Trade and other receivables 59 49
Financial assets 4 11,368 8,324
Total Current Assets 11,625 9,076
Non-current Assets
Financial assets - 104
Investment properties 5 30,500 30,500
Total Non-current Assets 30,500 30,604
TOTAL ASSETS 42,215 39,680
LIABILITIES
Current Liabilities
Trade and other payables 891 557
Current tax payable 55 56
Borrowings 6 7,000 18,075
Other financial liabilities 7 6,000 -
Total Current Liabilities 13,946 18,688
Non-current Liabilities
Borrowings 6 10,725 R
Other financial liabilities 7 - 6,000
Total Non-current Liabilities 10,725 6,000
TOTAL LIABILITIES 24,671 24,688
NET ASSETS 17,454 14,992
EQUITY
Share capital 8 14,968 15,276
Accumulated losses (548) (654)
Reserves 2,588 195
Parent Interest 17,008 14,817
Non-controlling interests 446 175
TOTAL EQUITY 17,454 14,992
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Pelorus Private Equity Limited and Controlled Entities

ABN 45 091 209 639

Consolidated Statement of Changes in Equity

For the Half-year Ended 31 December 2013

Balance at 1 July 2013

Profit for the period

Other comprehensive income

Cancellation of shares

Transactions with non-controlling interests
Balance at 31 December 2013

Balance at 1 July 2012

Loss for the period

Cancellation of shares

Transactions with non-controlling interests
Balance at 31 December 2012

Asset Attributable Non-

Ordinary Accumulated Revaluation to Owners of controlling
Shares Losses Reserve the Parent Interests Total
$°000 $°000 $°000 $°000 $°000 $°000
15,276 (654) 195 14,817 175 14,992
- 106 - 106 135 241
- - 2,393 2,393 - 2,393
(308) - - (308) - (308)
- - - - 136 136
14,968 (548) 2,588 17,008 446 17,454
15,401 (2,648) - 12,753 (296) 12,457
- (881) - (881) (835) (1,716)
(118) - - (118) - (118)
- - - - (28) (28)
15,283 (3,529) - 11,754 (1,159) 10,595
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Pelorus Private Equity Limited and Controlled Entities

ABN 45 091 209 639
Consolidated Statement of Cash Flows

For the Half-year Ended 31 December 2013

Cash Flows From Operating Activities
Receipts from customers

Payments to suppliers and employees
Dividends and distributions received
Interest paid

Interest received

Net Cash Flows From Operating Activities

Cash Flows From Investing Activities

Proceeds from sale of investments

Acquisition of other investments

Payment for development of investment properties
Loans to related parties

Loan repayments received from related parties

Net Cash Flows From / (Used in) Investing Activities

Cash Flows From Financing Activities
Repayment of borrowings
Share buy backs

Net Cash Flows Used in Financing Activities

Net Increase/(Decrease) in Cash Held
Cash and cash equivalents at the beginning of the period
Cash and Cash Equivalents at End of the Period

December 2013 December 2012
$°000 $°000
1,721 2,058
(951) (1,314)

23 8
(781) (713)
15 33

27 72
424 315
(602) (638)
- (43)
(250) (85)
246 1,703
(182) 1,252
(350) (250)
- (118)
(350) (368)
(505) 956
703 729
198 1,685
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PELQRUS

PRIVATE EQUITY

Notes to the Financial Statements

For the Half-year Ended 31 December 2013

Statement of Significant Accounting Policies
Pelorus Private Equity Ltd is a public company, incorporated and domiciled in Australia.

The financial statements for the Group for the half-year ended 31 December 2013 were authorised for issue
in accordance with the resolution of the Directors on the date they were issued.

Statement of Compliance

The financial statements are general purpose financial reports which have been prepared in accordance
with the requirements of the Corporations Act 2001, Australian Accounting Standard AASB 134 Interim
Financial Reporting, Australian Accounting Interpretations and other authoritative pronouncements of the
International Financial Reporting Standard IAS 34 Interim Financial Reporting, except for the following
standards:

AASB 9 Financial Instruments (Disclosures)
AASB 101 Presentation of Financial Statements (Disclosures)
AASB 139 Financial Instruments Recognition and Measurement (Interest rate swaps not recognised)

The Directors considered it more appropriate not to adopt the above Standards to give a more commercial
and true results to the users of these financial statements. When required by Accounting Standards,
comparative figures have been adjusted to conform to changes in presentation for the current financial
period. Any change of presentation has been made in order to make the financial statements more relevant
and useful to the user. The financial statements do not include notes of the type normally included in annual
financial statements. It is recommended that the financial statements be read in conjunction with the annual
financial statements for the year ended 30 June 2013.

Basis of Preparation

The financial statements have been prepared on an accruals basis and are based on historical costs modified
by the revaluation of selected non-current assets, financial assets and financial liabilities for which the fair
value basis of accounting has been applied. When required by Accounting Standards, comparative figures
have been adjusted to conform to changes in presentation for the current financial period. Any change of
presentation has been made in order to make the financial statements more relevant and useful to the user.

The Group is a group of the kind referred to in ASIC Class Order 98/0100, dated 10 July 1998, and in
accordance with that Class Order amounts in the Directors’ Report and the financial statements are rounded
off to the nearest thousand dollars, unless otherwise indicated.

The accounting policies adopted are consistent with those of the previous financial year 30 June 2013
except as described below.

(i) AASB 10 Consolidated Financial Statements, AASB 11 Joint Arrangements, AASB 12 Disclosure of Interests in
Other Entities, revised AASB 127 Separate Financial Statements and AASB 128 Investments in Associates and
Joint Ventures

AASB 10 replaces all of the guidance on control and consolidation in AASB 127 Consolidated and Separate
Financial Statements, and Interpretation 12 Consolidation - Special Purpose Entities. The standard
introduces a single definition of control that applies to all entities. It focuses on the need to have both power

9
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PELQRUS

PRIVATE EQUITY

Notes to the Financial Statements

For the Half-year Ended 31 December 2013

and rights or exposure to variable returns. Power is the current ability to direct the activities that
significantly influence returns. Returns must vary and can be positive, negative or both. Control exists when
the investor can use its power to affect the amount of its returns. There is also new guidance on
participating and protective rights and on agent/principal relationships.

AASB 11 introduces a principles based approach to accounting for joint arrangements. The focus is on how
rights and obligations are shared by the parties to the joint arrangement. Based on the assessment of rights
and obligations, a joint arrangement will be classified as either a joint operation or a joint venture. Joint
ventures are accounted for using the equity method, and the choice to proportionately consolidate will no
longer be permitted. Parties to a joint operation will account their share of revenues, expenses, assets and
liabilities in much the same way as under the previous standard. AASB 11 also provides guidance for parties
that participate in joint arrangements but do not share joint control.

AASB 12 sets out the required disclosures for entities reporting under the two new standards, AASB 10 and
AASB 11, and replaces the disclosure requirements currently found in AASB 127 and AASB 128. Application
of this standard by the Group will not affect any of the amounts recognised in the financial statements, but
will impact the type of information disclosed in relation to the Group’s investments.

The Group has adopted these standards and there are no material changes to the Group’s financial
statements.

(ii) AASB 13 Fair Value Measurement

The measurement and disclosure requirements are applicable for the December 2013 half-year end. The
Group has included the disclosures in the financial statements.

Going Concern

The Group has a current asset deficiency as at December 2013 due to the borrowings of $7,000,000 being
classified as a current liability that is due within the next 12 months. The Directors are confident that the
borrowings will be renewed when due. These financial statements have been prepared on a going concern
basis, which contemplates continuity of normal business activities and the realisation of assets and
settlement of liabilities in the ordinary course of business.

Critical Accounting Estimates and Judgments

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

Key estimates - impairment
The Group assesses impairment at each reporting date by evaluating conditions specific to the Group that
may lead to impairment of assets. Refer to Financial Assets note for impairment details.

Key estimates - financial assets
Investments in listed and unlisted securities have been classified as financial assets and movements in fair
value are recognised directly in the reserves. The fair value of the unlisted securities is determined by

10
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PELQRUS

PRIVATE EQUITY

Notes to the Financial Statements

For the Half-year Ended 31 December 2013

reference to the net assets of the underlying entities. The fair value of the listed securities is based on the
closing price from the Australian Securities Exchange as at the reporting date.

Key estimates - fair values of investment properties

The Group carries its investment properties at fair value with changes in the fair values recognised in profit
or loss. At the end of each reporting period, the Directors review and update their assessment of the fair
value of each property, taking into account the most recent independent valuations.

Unrealised Gain / (Loss)

December 2013 December 2012

$'000 $'000
Unrealised gain/(loss) on revaluation:
- Financial assets - listed securities 2,650 678
- Financial assets - unlisted investments (257) 664
- Investment properties 207 (3,328)
- Interest rate swaps - 37
Total unrealised gain/(loss) on revaluation 2,600 (1,949)
Reconciled as follows:
Unrealised gain/(loss) included in profit and loss 207 (1,949)
Unrealised gain included in other comprehensive income 2,393 -
2,600 (1,949)
Current and Non-current Assets - Financial Assets
December 2013 June 2013
Note $'000 $'000
(a) Current Financial Assets
Financial assets 4(c) 10,484 7,444
Loans and receivables 4(d) 884 880
Total 11,368 8,324
(b) Non-current Financial Assets
Other financial assets - 104
Total - 104
(c) Financial Assets
Listed securities - non-related parties - 122
Listed securities - P-REIT 7,100 3,993
Listed securities - BlackWall 695 358
Unlisted - Tankstream Property Investments Fund 647 1,102
Unlisted - Pelathon Pub Group (Ordinary) 1,682 1,869
Unlisted - Pelathon Pub Group (Preferred) 360 -
Total 10,484 7,444

11
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PELQRUS

PRIVATE EQUITY

Notes to the Financial Statements

For the Half-year Ended 31 December 2013

On 3 September 2013, the NSW Court of Appeal announced its judgment in relation to proceedings
commenced by Aims Property Securities Fund (APW) (formerly known as Macarthurcook Property
Securities Fund (MPS)) in favour of P-REIT, eliminating the $19.7 million litigation provision carried by
the Trust at 30 June 2013. Furthermore, APW is also liable to pay costs relating to P-REIT’s defence. APW
has lodged an application to have elements of the Court of Appeal’s judgment reviewed by the High Court
of Australia. That appeal is set down for hearing on 4 April 2014. P-REIT will defend those proceedings.

The Group acquired 13,333,333 Pelathon Pub Group Preferred units during the period. According to the
product disclosure statement, the acquisition is payable in two instalments (total 6 cents per unit). The

second instalment of 3.6 cents per unit is payable within two years after the close of the offer.

(d) Loans and Receivables

Loans - related parties 2,418 2,336
Provision for impairment (1,534) (1,456)
Total loans and receivables 884 880

Non-current Assets - Investment Properties

Penrith The Woods Total
31 December 2013 $'000 $'000 $'000
Balance at the beginning of period 16,500 14,000 30,500
Revaluations 68 139 207
Depreciation (68) (139) (207)
Balance at the end of period 16,500 14,000 30,500
30 June 2013
Balance at the beginning of year 16,500 13,500 30,000
Capital improvements - 73 73
Borrowing Costs 47 - 47
Revaluations 142 715 857
Depreciation (189) (288) (477)
Balance at the end of year 16,500 14,000 30,500

Refer to Borrowings note for details of securities against the properties.

The Penrith property is a bulky goods retail centre located at 120 Mulgoa Road, Penrith, Sydney. The
property was independently valued in December 2013 at $16.5 million reflecting a market yield of 9.55%.
Tenants of this bulky goods retail centre include Toys R Us, Boating Camping Fishing and Barbeques Galore.
During the period, lease agreements were completed with a childcare operator (20 year term) and a
restaurant (10 year term).

The Woods was a failed bulky goods retail centre that has been repositioned into an action centre. It is leased
to tenants including AMF Bowling, Sydney Indoor Climbing Gym and Chipmunks Play Centre. The property
was independently valued at $10 million in October 2012 reflecting an initial yield of 12%. The Directors
have adopted a yield of 10% which equates to a value of $14 million. It is the Directors’ opinion that this value
more accurately reflects the nature of the asset.

12
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PELQRUS

PRIVATE EQUITY

Notes to the Financial Statements

For the Half-year Ended 31 December 2013

Current and Non-current Liabilities - Borrowings

Penrith The Woods Total
$'000 $'000 $'000
31 December 2013
Current - Borrowings - (7,000) (7,000)
Non-current - Borrowings (10,725) - (10,725)
Balance at the end of period (10,725) (7,000) (17,725)
30 June 2013
Current - Borrowings (10,725) (7,350) (18,075)
Balance at the end of year (10,725) (7,350) (18,075)

The current facility of The Woods is due to expire on 30 April 2014. Discussions have been had with the
lender and the Directors are confident that the borrowings will be extended after its expiry date. During the
period, $350,000 has been repaid bringing the outstanding balance to $7 million ($7.35 million at June 2013).
The average interest rate on the facility for the half-year was 5.42% (June 2013: 5.31%), including a margin
of 2.75%.

The Penrith property’s borrowings are due for renewal on 31 July 2015 therefore are classified as non-
current liabilities. The average interest rate (including margin) on the facility for the half-year was 5.86%
including a margin of 2.20% (June 2013: 6.13%).

The Group has interest rate swaps in place with respect to property debt held over the Penrith property. The
Directors consider it appropriate not to hold these liabilities on the balance sheet given the ability to hold
these to maturity and their inclusion in interest expense going forward. The terms of the hedge is:

. $5.725 million swapped at 4.53% to August 2014.

Current and Non-current Liabilities - Other Financial Liabilities

December 2013 June 2013
$°000 $°000
Current:
BlackWall Penrith Fund No 2 6,000 -
Total 6,000 -
Non-current:
BlackWall Penrith Fund No 2 - 6,000
Total - 6,000

The BlackWall Penrith Fund No 2 (BPF2) liabilities refer to the interests in the property of the BPF2. BPF2 is
a hybrid property investment vehicle with a $6,000,000 interest in the Penrith property secured by a
registered second mortgage. In January 2014 the BlackWall Penrith Fund No 3 (BPF3) was established and
BPF2 was terminated with investors either paid out or rolled into BPF3. BPF3 is a $4.5 million fund with its
interest in the Penrith property secured by a registered second mortgage.

13
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PELQRUS

PRIVATE EQUITY

Notes to the Financial Statements

For the Half-year Ended 31 December 2013

Share Capital
(a)Summary Table
December 2013 June 2013
$°000 $'000
211,761,745 Ordinary shares (2013: 218,051,256) 14,968 15,276
Total 14,968 15,276
(b) Movement in shares on issue
December 2013 June 2013
No. No.
At the beginning of the period 218,051,256 222,385,025
Cancellation of shares (6,289,511) (4,333,769)
At the end of the period 211,761,745 218,051,256

During the period, the Company purchased 6,289,511 ordinary shares. The shares were acquired at 5 cents
per share. Total cost of $308,000 was deducted from ordinary shareholders’ equity.

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to
the number of shares held. At the shareholders’ meetings, each ordinary share is entitled to one vote when a
poll is called, otherwise each shareholder has one vote on a show of hands. All shares are fully paid and have
no par value.

Commitments
No operating or capital lease commitments were in existence as at 31 December 2013 (2012: Nil).
Contingencies

On 3 August 2012, the Company commenced proceedings in the Supreme Court of New South Wales against
the Responsible Entity for the Aims Property Securities Fund (ASX code: APW) (formerly known as
MacarthurCook Property Securities Fund, ASX code: MPS) in respect of alleged breaches of the MPS
Constitution and Corporations Act 2001 (Cth) with regard to a deeply discounted rights issue undertaken in
May 2011. This transaction was also subject to Takeovers Panel proceedings instituted by the Company. The
Company is seeking declaratory relief and damages. The Company’s evidence has been filed and MPS is in the
process of lodging its evidence in reply. The matter is expected to be set down for hearing in early 2014.

There are no other contingent liabilities or contingent assets as at 31 December 2013.
Subsequent Events

To the best knowledge of the Directors, there have been no other matters or circumstances that have arisen
since the end of the period that have materially affected or may materially affect the Group’s operations in
future financial years, the results of those operations or the Group’s state of affairs in future financial years.

14
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PELQRUS

PRIVATE EQUITY

Notes to the Financial Statements

For the Half-year Ended 31 December 2013

12. Fair Value Measurement of Financial Instruments
(a) Fair value hierarchy

AASB 13 Fair Value Measurement requires disclosure of fair value measurements by level of the following

fair value measurement hierarchy:

* Level 1- quoted prices (unadjusted) in active markets for identical assets,

* Level 2 - inputs other than quoted prices included within Level 1 that are observable for the asset,
either directly (as prices) or indirectly (derived from prices), and

* Level 3 - inputs for the asset that are not based on observable market data (unobservable inputs).

The following table presents the Group’s financial assets (exclude loans and receivables) measured at fair
value as at 31 December and 30 June. Refer to Critical Accounting Estimates and Judgment note for
further details of assumptions used and how fair values are measured.

Level 1 Level 2 Level 3 Total balance
$°000 $°000 $°000 $°000
At 31 December 2013
Financial assets 7,795 - 2,689 10,484
At 30 June 2013
Financial assets 4,473 - 2,971 7,444

(b) Valuation techniques used to derive Level 3 fair values

The fair value of the unlisted securities is determined by reference to the net assets of the underlying
entities.

(c) Fair value measurements using significant observable inputs (Level 3)

The following table is a reconciliation of the movements in financial assets classified as Level 3 as at 31
December and 30 June:

Financial assets Level 3 Total
At 31 December 2013 $'000 $°000
Balance at the beginning of year 2,971 2,971
Purchases 320 320
Disposal (345) (345)
Fair value movement (257) (257)
Balance at the end of period 2,689 2,689
At 30 June 2013
Balance at the beginning of year 760 760
Purchase 2,016 2,016
Fair value movement 195 195
Balance at the end of year 2,971 2,971

There were no transfers between Level 1, 2 and 3 financial instruments during the period. For all other
financial assets carrying value is an approximation of fair value.

15
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PELQRUS

PRIVATE EQUITY

Notes to the Financial Statements

For the Half-year Ended 31 December 2013

13. Group Details
The principal place of business of the Group is:

Level 1, 50 Yeo Street
Neutral Bay NSW 2089
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PELQRUS

PRIVATE EQUITY

Directors’ Declaration
In the Directors’ opinion:

(@)  the financial statements and notes are in accordance with the Corporations Act 2001, including:
(i) complying with Accounting Standards AASB 134 Interim Financial Reporting, the Corporations
Regulations 2001 and other mandatory professional reporting requirements, and
(ii) giving a true and fair view of the Group’s financial position as at 31 December 2013 and of its
performance for the financial half-year ended on that date, and
(b)  there are reasonable grounds to believe that the Group will be able to pay its debts as and when they
become due and payable.

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

(e
|7

Seph Glew
Chairman
Sydney, 14 March 2014
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Independent Review Report to the Members of Pelorus Private Equity Limited and its Controlled Entities

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of Pelorus Private Equity Limited and its Controlled
Entities (“the Group”), which comprises the statement of financial position as at 31 December 2013, the statement
of profit & loss and other comprehensive income, statement of changes in equity and statement of cash flows for
the half-year ended on that date, notes comprising a summary of significant accounting policies and other
explanatory information, and the directors’ declaration.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the Group are responsible for the preparation of the half-year financial report that gives a true and
fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for such control
as the directors determine is necessary to enable the preparation of the half-year financial report that is free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review. We conducted
our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of a Financial
Report Performed by the Independent Auditor of the Entity, in order to state whether, on the basis of the
procedures described, we have become aware of any matter that makes us believe that the financial report is not in
accordance with the Corporations Act 2001 including: giving a true and fair view of the Group's financial position as
at 31 December 2013 and its performance for the half-year ended on that date; and complying with Accounting
Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001. As the auditor of the
Group, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the annual
financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Australian Auditing Standards and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.

Independence

In conducting our review, we have complied with the independence requirements of the Corporations Act 2001. We
confirm that the independence declaration required by the Corporations Act 2001, which has been given to the
directors of the Group, would be in the same terms if given to the directors as at the time of this auditor’s report.
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ACCOUNTING AND
BUSINESS ADVISORS

v

Independent Review Report to the Members of Pelorus Private Equity Limited and its Controlled Entities

Basis for Qualified Conclusion

The Group has departed from Australian Accounting Standards in respect of its recognition of changes in fair value
investments designated as held for trading financial assets.

For the half-year ended 31 December 2013 the Group recognised the following movements in the fair value of
financial assets designated as held for trading financial assets through Other Comprehensive Income:

Investment in P-REIT increase in fair value $2,318,771
Investment in Blackwall Property Funds increase in fair value $ 331,452
Investment in TPIF decrease in fair value $ 110,763
Investment in PPG decrease in fair value $ 146,932

AASB 139 Financial Instruments: Recognition and Measurement mandates that the changes in the fair value of
held for trading financial assets be recognised through the profit or loss, and AASB 9 Financial Instruments
stipulates that the initial election by management to designate the financial assets at fair value through profit or loss
is irrevocable. Furthermore AASB 101 Presentation of Financial Statements mandates that the entity included in its
financial statements a summary of the departures from the Accounting Standards, including the financial effect of
the departures for each period presented.

The net effect of the above departures is an understatement of Profit or Loss by $2,392,528 and an overstatement
of Other Comprehensive Income by $2,392,528.

The departure has not impacted the fair value of these investments as presented in the Statement of Financial
Position at the reporting date.

Conclusion

Based on our review, which is not an audit, except for the effects of the matters described in the Basis for Qualified
Conclusion paragraph, we have not become aware of any matter that makes us believe that the half-year financial
report of Pelorus Private Equity Limited and its Controlled Entities is not in accordance with the Corporations Act
2001 including:

(a) giving a true and fair view of the Group’s financial position as at 31 December 2013 and of its
performance for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations
Regulations 2001.

Dated at Sydney the 14™ day of March 2014

= AS

ESV Accounting‘and Business Advisors

/ to»

Tim Valtwies
Partner 19
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