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Chairman’s Letter 

12 June 2008 

Dear Unitholder, 

On behalf of Austock Funds Management Limited (AFML), the responsible entity of The Australian Social 
Infrastructure Fund (ASIF), I invite you to attend a meeting of Unitholders to be held on Monday, 14 July 2008 at 
Level 1, 350 Collins Street, Melbourne, Victoria, 3000 commencing at 11.15 am Melbourne time (the Meeting). 

At the Meeting, you will be asked to consider the following Resolution: 

"The exercise, at a future time prior to 30 September 2008, of the Call Option granted by Api Fund in favour 
of The Australian Social Infrastructure Fund over securities in the Australian Education Trust and the ABN 
AMRO Social Infrastructure Trust, details of which are set out in the Explanatory Memorandum attached to 
this Notice of Meeting, is approved. " 

Further detail on the Resolution is contained in the Notice of Meeting and Explanatory Memorandum following this 
letter (together, being the Meeting Booklet). 

The Board of AFML has appointed two non-executive directors to oversee the subject matter of the Resolution: one 
to represent the interests of ASIF and the other to represent the interests of Api.  They have each considered the 
terms of the Call Option described in the Meeting Booklet and the associated documentation on behalf of ASIF or 
Api (as the case requires). 

The Board of AFML (in its capacity as responsible entity of ASIF) recommends that you vote in favour of the 
Resolution. 

The Resolution will enable ASIF RE to exercise, at a future time prior to 30 September 2008, the Call Option over 
the following assets owned by Api: 

Ø 14,730,980 ordinary units in the Australian Education Trust (AEU Units) for a total purchase price of 
$15,025,600; and 

Ø 5,000,000 stapled securities in the ABN AMRO Social Infrastructure Fund (ABNASIT Stapled Securities) 
for a total purchase price of $4,980,375. 

ASIF RE will determine whether to exercise the Call Option and the timing of any such exercise.  In making this 
decision ASIF RE must act in the best interests of Unitholders. 

If the exercise of the Call Option is approved and exercised by ASIF RE, it is intended that the purchase price 
payable under the Call Option will be applied to repay the debt currently owed by Api to ASIF.  Details of the debt 
owed by Api to ASIF have been previously announced to the market, and are further discussed in Part 2 of the 
Meeting Booklet. 

An Independent Expert’s Report prepared by William Buck Financial Services (Vic) Pty Ltd is included as an 
annexure at the end of the Meeting Booklet.  The Independent Expert concludes that it is in the best interest of 
ASIF unitholders to approve the exercise of ASIF’s rights under the Call Option.  

If you are unable to attend the Meeting in person, we encourage you to exercise your vote by completing and 
lodging the accompanying Proxy Form.  The Proxy Form must be received by ASIF's registry office no later than 
11.15am on Saturday, 12 July 2008. 

If you are unsure about how you should exercise your vote, you should consult your investment or other 
professional advisor. 

Yours sincerely, 
 
 

 

Michael Edward McFarlane 
Chairman - Austock Funds Management Limited 
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1 NOTICE OF MEETING 

Notice is given that a Meeting of the unitholders of The Australian Social Infrastructure Fund (ASIF) will 
be held at Level 1, 350 Collins Street, Melbourne, Victoria, 3000 on 14 July 2008 at 11:15am (Melbourne 
time). 

1.1 Special Business 
Resolution One: to approve any exercise, at a future time prior to 30 September 2008, of the Call 
Option granted by the Api Fund in favour of ASIF over AEU Units and ABNASIT Stapled 
Securities.  

To consider and, if thought fit, pass the following resolution as an ordinary resolution of unitholders of 
ASIF:  

"The exercise, at a future time prior to 30 September 2008, of the Call Option granted by Api Fund in 
favour of The Australian Social Infrastructure Fund over securities in the Australian Education Trust and 
the ABN AMRO Social Infrastructure Trust, details of which are set out in the Explanatory Memorandum 
attached to this Notice of Meeting, is approved. " 

By order of the Board of Austock Funds Management Limited as responsible entity of The Australian 
Social Infrastructure Fund. 

Amanda Gawne  
Company Secretary 
12 June 2008 

1.2 Background 
This Notice is seeking approval from Unitholders to exercise the Call Option prior to 30 September 2008.  
ASIF RE will determine whether to exercise the Call Option and the timing of any such exercise.  In 
making this decision ASIF RE must act in the best interest of Unitholders.  The factors that ASIF RE will 
take into account in making this decision are: 

(a) the impact on ASIF’s earnings; 

(b) whether exercising of the Call Option is expected to be earnings accretive;    

(c) current market price of the units in AEU and ABNASIT compared to the exercise price under the 
Call Option; and 

(d) the ability of Api to repay the Loan advanced to it by ASIF. 

1.3 Notes 
Explanatory Memorandum 

The Explanatory Memorandum is Part 2 of this Meeting Booklet. 

Voting Entitlements 

The Directors of ASIF RE have determined, in accordance with regulation 7.11.37 of the Corporations 
Regulations 2001 (Cth), that Units noted on the Register at 11:15am on 12 July 2008 are taken, for the 
purposes of the Meeting, to be held by the persons who held them at that time. Accordingly, those 
persons are entitled to attend and vote at the meeting. 

It is important that you vote on the Resolution either in person at the Meeting or by completing and 
returning the Proxy Form accompanying this Meeting Booklet. 

Voting restrictions and voting intentions of AFML and its associates 

Under section 253E of the Corporations Act, AFML, as ASIF RE, and its associates may not vote on the 
Resolution if they have an interest in the Resolution other than as a Unitholder. 

However, AFML and its associates may vote as proxies if their appointments specify the way they are to 
vote and they vote that way (section 253A(2) of the Corporations Act). 

AFML will not vote in respect of the Units it holds in its personal capacity (1,031,777 ASIF Units as at 28 
April 2008). 
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AFML, as responsible entity of Api, held 1,486 Units as at 28 April 2008 (through an appointed 
custodian).  AFML intends to vote these units on behalf of Api in favour of the Resolution. 

Austock Asset Management Limited (AAML) held, on behalf of various funds of which it is the responsible 
entity, 1,208,995 Units as at 28 April 2008 (through various appointed custodians).  Due to information 
barriers designed to prevent AFML and Austock Asset Management Limited sharing information for the 
prevention of conflicts of interest, AFML is not aware and is unable to find out whether, and how, AAML 
intends to vote the Units it holds on behalf of the various funds in respect of the Resolution.  

Victor David Cottren (a director of AFML) intends to vote the 112,500 Units held through his associates in 
favour of the Resolution. 

Poll 

The Resolution will be decided on a poll.  

On a poll, each Unitholder has one vote for each dollar of value of the total units that they hold in ASIF.  

The value of an interest in ASIF is its net asset value (as defined) divided by the number of Units on 
issue, being the “Unit Value” under the ASIF Constitution on the business day before the poll is taken. 

A fractional or contributing Unit confers on its holder (or proxy, attorney or representative) a right to vote, 
but in a proportion commensurate with that of the holder of a whole Unit.  

If your Units are held jointly or more than one Unitholder votes in respect of that Unit, then only the vote of 
the person named first in the Register counts. 

You need not exercise all of your votes in the same way, nor need you cast all of your votes. 

Required Majority 

The Resolution is an ordinary resolution and will be passed on a poll if passed by not less than 50% of 
the votes cast by Unitholders present in person or by proxy and entitled to vote on the ordinary resolution.  

How you may vote 

You may attend the Meeting in person and vote at the Meeting.   

If you cannot attend the Meeting and vote in person, you may appoint a proxy to attend and vote at the 
Meeting for you.  Your proxy need not be a Unitholder.   

A Unitholder who is entitled to vote at the meeting may appoint a proxy, who need not be a Unitholder of 
ASIF. A Unitholder entitled to cast two or more votes may appoint two proxies and may specify the 
proportion or number of votes that each proxy may exercise. If the appointment does not specify a 
proportion or number, each proxy may exercise one-half of the votes, in which case any fraction of votes 
will be disregarded. Proxies (and the power of attorney or other authority (if any) under which it is signed, 
or a certified copy) must be received by the Unit Registry, Registries Limited, by mail to GPO Box 3993, 
Sydney, NSW, 2001 or by facsimile to +61 2 9279 0664 no later than  11:15am on Saturday, 12 July 
2008. Proxies given by corporate Unitholders must be executed in accordance with their constitutions, or 
signed by a duly authorised attorney. 

A Unitholder may appoint an individual or a body corporate as a proxy. If a body corporate is appointed 
as a proxy, it must ensure that it appoints a corporate representative in accordance with section 250D of 
the Corporations Act to exercise its powers at the meeting. A proxy may decide whether to vote on any 
motion, except where the proxy is required by law or ASIF's Constitution to vote, or abstain from voting, in 
their capacity as proxy. If a proxy is directed how to vote on an item of business, the proxy may vote on 
that item only in accordance with that direction. If a proxy is not directed how to vote on an item of 
business, a proxy may vote as he or she thinks fit. If a Unitholder appoints the chairperson of the meeting 
as the Unitholder's proxy and does not specify how the chairperson is to vote on an item of business, the 
chairperson will vote, as proxy for that Unitholder, in favour of the item on a poll. 

Corporate Representatives 

A corporation may elect to appoint a representative in accordance with the Corporations Act in which 
case the ASIF RE will require written proof of the representative’s appointment which must be lodged with 
or presented to ASIF before the meeting. 
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Quorum Requirements 

The quorum requirement for a meeting of members of ASIF is at least 2 Unitholders present in person or 
by proxy together holding at least 10% of all units in ASIF. 

If a quorum for the Meeting is not present within half an hour after the scheduled time for the Meeting, 
then the Meeting may be adjourned to such place and time as the Responsible Entity determines. Those 
Unitholders with voting rights who are present in person or by proxy constitute a quorum at the adjourned 
meeting. 

Chairman 

ASIF RE has appointed its chairman, Mr Michael Edward McFarlane, as the Chairman of the Meeting.  
The decision of the Chairman on any matter relating to the conduct of the meeting (including voting 
eligibility) is final.  Unless specifically directed otherwise by the relevant Unitholder, the Chairman 
proposes to vote any proxies he holds in favour of the Resolution. 

Further Information 

If you have any questions, or wish to obtain more information on any matter contained in the Meeting 
Booklet, you should contact Lula Liossi between 9:00am and 5.30pm (Melbourne time) Monday to Friday 
on +61 3 8601 2668. 
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2 EXPLANATORY MEMORANDUM 

2.1 Important Document 
This is an important document and requires your immediate attention.  It should be read in its entirety.  If 
you are in doubt as to what you should do, you should consult your investment, financial, tax or other 
professional advisor. 

2.2 Resolution: Approve the exercise of the Call Option 
ASIF RE is seeking Unitholder approval to exercise the Call Option should it wish to do so in the future.  

ASIF RE has entered into a Call Option Deed with Api Fund ARSN 112 307 114 (Api) under which Api 
grants ASIF an option over the following securities held by Api:  

• 14,730,980 ordinary units in the Australian Education Trust (AEU); and  

• 5,000,000 stapled securities in the ABN AMRO Social Infrastructure Trust (ABNASIT).  

2.3 Background 
This Notice is seeking approval from Unitholders to exercise the Call Option prior to 30 September 2008.  
ASIF RE will determine whether to exercise the Call Option and the timing of any such exercise.  In 
making this decision ASIF RE must act in the best interest of Unitholders.  The factors that ASIF RE will 
take into account in making this decision are: 

(a) the impact on ASIF’s earnings; 

(b) whether exercising of the Call Option is expected to be earnings accretive;    

(c) current market price of the units in AEU and ABNASIT compared to the exercise price under the 
Call Option; and 

(d) the ability of Api to repay the Loan advanced to it by ASIF. 

2.4 Directors recommendation 
The Board of AFML has appointed two non-executive directors to oversee the subject matter of the 
Resolution: one to represent the interests of ASIF and the other to represent the interests of Api. They 
have each considered the terms of the Call Option and the associated documentation on behalf of ASIF 
or Api (as the case requires) and made recommendations to the Board of AFML. 

The Board of AFML (in its capacity as responsible entity of ASIF) considers that the Resolution as a 
whole is in the best interests of Unitholders and supports the Resolution. 

The Board of AFML recommends that you vote in favour of the Resolution. However, Unitholders should 
specifically note that AFML is the responsible entity of both ASIF and Api, and the recommendation of its 
Board should be considered with this fact in mind. 

Unitholders should appreciate that AFML is also the responsible entity of Api, and has recommended to 
Api unitholders to vote in favour of a similar resolution in connection with the same transaction.  Api 
unitholders have approved that resolution and approved the granting of the Call Option. 

2.5 Background to the Call Option  
On  4 April 2008, ASIF and Api entered into a loan facility agreement (Loan) under which ASIF loaned 
approximately $20 million to Api to enable Api to materially pay down existing senior debt owed to the 
National Australia Bank Limited (NAB).  As security for the Loan, Api granted the Call Option to ASIF.  
ASIF also has a first ranking fixed charge over the AEU Units and ABNASIT Stapled Securities and a 
second ranking charge over the balance of the Api Fund (Charge).  

2.6 Pricing under the Call Option  

AEU Units  

AEU is an ASX listed property trust which owned 421 child care centres as at 31 December 2007, 405 of 
which are leased to ABC Learning Centres throughout Australia and New Zealand. 

The call option price for the 14,730,980 AEU units owned by Api is $1.02 per AEU unit which values the 
holding at $15,025,600. This unit value has been set having regard to a number of factors, including the 
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closing price of $1.00 per unit for AEU units on Friday 28 March 2008 (being the last trading date before 
the price was agreed between the parties), the 10 day VWAP to 28 March 2008 at $1.01 and the VWAP 
for the month of March at $1.03. A value of $1.02 per AEU unit also represents a discount of 22.7% to the 
net tangible assets of $1.32 per AEU unit as at 31st December 2007. 

ABNASIT Securities  

ABNASIT is an unlisted wholesale property trust which owns a portfolio of social infrastructure assets 
which are leased to government or quasi government bodies on a long term basis. Assets owned by 
ABNASIT include the Southbank Institute Brisbane, several NSW Schools and the Darwin Convention 
Centre. 

The Call Option price for the 5,000,000 ABNASIT units owned by Api is $0.996 per ABNASIT security, 
which values the holding at $4,980,375. The value of $0.996 per ABNASIT security reflects ABNASIT’s 
31 December 2007 net tangible assets per unit and approximates the redemption value under the 
ABNASIT constitution. 

2.7 Payment of consideration  
The consideration for any exercise of the Call Option can be set off against the amount payable under the 
Loan. This means that, on an exercise of the Call Option, the parties may agree that no money is 
exchanged and the Loan will be repaid from the amount otherwise payable as the purchase price for 
those securities.  

2.8 Advantages of approving the exercise of the Call Option 
AFML believes that the AEU and ABNASIT securities offer ASIF the following benefits: 

• The agreed transfer price for the AEU securities is fixed under the Call Option.  Therefore, ASIF 
will benefit if the market value of the AEU and/or ABNASIT units increase during the term of the 
Call Option.   

• It is an acquisition which is earnings accretive to ASIF as the call option price currently reflects a 
weighted distribution yield of 13.2% based on total estimated distribution for AEU and ABNASIT 
of 14.7 and 9.8 cents per unit respectively for the year ending 30 June 2008. As announced 
previously, ASIF has historically funded part of its distribution through a return of capital funded 
from debt rather than earnings. AFML does not believe this is a sustainable position. The 
proposed acquisition would result in an improvement in ASIF’s underlying earnings and as a 
result decrease the capital return component of ASIF’s future distribution.  

• The transaction has helped protect the value of ASIF’s investment in Api.  The transaction has 
provided a mechanism for Api to reduce its level of bank debt and retain the balance of its 
investment portfolio and minimise any impact on the value of ASIF’s investment in Api. 

• The Call Option provides Unitholders with added security to the Loan which ASIF has made to 
Api.  ASIF’s Loan to Api is secured by the Call Option, a first ranking fixed charge over Api’s 
interest in AEU and ABNASIT and a second ranking floating charge over the balance of Api’s 
assets. 

• The acquisition is consistent with ASIF’s investment profile and mandate and allows ASIF to 
capitalise on its conservative gearing to improve its underlying earnings. The purchase is 100% 
debt funded and will result in ASIF’s gearing increasing from 32% to 41%. 

2.9 Disadvantages of approving the exercise of the Call Option 
The Independent Expert concluded that they have “not identified any disadvantages to ASIF unitholders 
from approving the exercise, at a future time, of the Call Option granted by Api in favour of ASIF as the 
Call Option is structured to protect ASIF’s interests and there is no obligation on ASIF to exercise the Call 
Option.” 
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2.10 Financial Information 
Historical and Proforma 
Statement of Financial 
Position 

As At 31 December 2007 

 ASIF 
Actual 

Adjustment 
for Loan 

Proforma 
Balance 

Sheet inc 
Loan 

Adjustment 
exercise of 

Option 

Proforma 
Balance 
Sheet - 

exercise of 
Option 

Current Assets      
Cash and Cash 
Equivalents 

- 494 494 - 494 

Receivables 2,372 20,006 22,378 (20,006) 2,372 
Total Current Assets 2,372 20,500 22,872 (20,006) 2,866 

Non-Current Assets     0 
Available for Sale 
Financial Assets 

21,778 - 21,778 - 21,778 

Investment Properties 97,168 - 97,168 20,006 117,174 
Total Non-Current 
Assets 

118,946  118,946 20,006 138,952 

Total Assets 121,318 20,500 141,818 - 141,818 
Current Liabilities      

Bank Overdraft  211 - 211 - 211 
Payables 701 - 701 - 701 
Provision for 
Distributions 

530 - 530 - 530 

Short Term Borrowings 24,500 - 24,500 - 24,500 
Total Current Liabilities 25,942 - 25,942 - 25,942 

Non-Current Liabilities      
Long Term Borrowings 11,263 20,500 31,763 - 31,763 
Total Non-Current 
Liabilities 

11,263 20,500 31,763 - 31,763 

Total Liabilities 37,205 20,500 57,705 - 57,705 
Net Assets 84,113  84,113 - 84,113 

Equity      
Contributed Equity 58,273 - 58,273 - 58,273 
Available for sale 
Reserve 

2,313 - 2,313 - 2,313 

Distribution Reserve 23,527 - 23,527 - 23,527 
Parent Entity Interest - - - - - 
Minority Interest - - - - - 

Total Equity 84,113 - 84,113 - 84,113 

2.11 Why is this Resolution required?  
ASIF is seeking unitholder approval to exercise the Call Option in line with previous announcements 
made to Unitholders.  

2.12 Summary of Independent Expert’s report 
Introduction 

ASIF has engaged William Buck Financial Services (Vic) Pty Ltd as the Independent Expert, to report on 
whether it is in the best interests of Unitholders to approve the exercise, at a future time, of the Call 
Option granted by Api in favour of ASIF. 

The Independent Expert's report is attached to this Explanatory Memorandum and a summary of the 
report is contained below. It is recommended that Unitholders read the Independent Experts Report in its 
entirety. 
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Summary of the Independent Expert's Report 

The Independent Expert in forming its opinion on whether it is in the best interests of Unitholders to 
approve the exercise, at a future time, of the Call Option granted by Api in favour of ASIF: 

• compared the agreed transfer price of $1.02 per AEU unit and $0.996 per ABNASIT stapled 
security to the current market value of an AEU unit and an ABNASIT stapled security. Refer 
Sections 5 and 6 of the Independent Expert’s Report; and 

• considered the other potential advantages and disadvantages to ASIF Unitholders of approving 
the exercise of ASIF’s rights under the Call Option. Refer Section 7 of the Independent Experts 
Report. 

Following its review the Independent Expert concluded that in its opinion: 

“it is in the best interests of ASIF unitholders to approve the exercise of ASIF’s rights under the Call 
Option”.  

2.13 Future intentions of AFML in respect of ASIF & Api stapling 
AFML, as responsible entity of both ASIF and Api, has announced a proposal to staple ASIF units to units 
in Api to create a hybrid property fund listed on the ASX. It is further proposed that the units in ASIF and 
Api will be stapled to shares in Austock Diversified Property Limited (ADPL) (Stapling Proposal). The 
Stapling Proposal is subject to and conditional upon unitholder, regulatory and other approvals and 
rulings as required. 

AFML believes that it is in the best interest of unitholders in both funds to staple. AFML believes that the 
stapling of the units in ASIF and Api to shares in ADPL will offer the following key benefits to unitholders 
of both ASIF and Api: 

• increased scale, with the stapled entity having total assets of approximately $169.3 million and 
gearing of approximately 40%; 

• a more diversified asset base; 

• the stapled entity will be positioned for further growth, both organically and through acquisitions, 
joint ventures and other appropriate commercial opportunities; and  

• improved liquidity for Unitholders by reason of an ASX listing of the ADP Fund, the increased 
investor base and larger market capitalization. 

As part of the Stapling Proposal, AFML has delisted ASIF from the APX and is seeking an ASX listing for 
the stapled group should the Stapling Proposal be separately approved by ASIF and Api unitholders and 
implemented. 

The approval of the Stapling Proposal will be subject to separate unitholder meetings, with unitholders in 
both funds receiving a separate notice of meeting and supporting disclosure material on or about the date 
of this notice of meeting. 

2.14 Summary of the Call Option Deed 
The Call Option Deed is between ANZ Nominees Limited as sub-custodian of Api (Api Custodian), 
AFML as the responsible entity of Api (Api RE), Trust Company Limited as custodian of ASIF (ASIF 
Custodian), AFML as the responsible entity of ASIF (ASIF RE) and the National Australia Bank Limited 
(NAB). 

Under the Call Option Deed, the Api Custodian and Api RE grant the ASIF Custodian an option to 
purchase the AEU Units and ABNASIT Stapled Securities. 

The ASIF Custodian may not exercise the Call Option unless: 

• unitholders in Api approve the grant and exercise of the Call Option (Api unitholders approved 
the grant of the Call Option to ASIF on 2 June 2008); and 

• ASIF Unitholders approve the exercise of the Call Option. 

The Api RE, the ASIF Custodian and ASIF must use their reasonable endeavours to obtain such 
approvals. 

NAB has approved the Call Option and Loan transactions (and ancillary arrangements) and has entered 
into a deed of priority with ASIF and Api in order to give ASIF first ranking security over the AEU Units 
and ABNASIT Stapled Securities. 
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The ASIF Custodian may only exercise the Call Option prior to 30 September 2008 (or the date of 
termination of the Call Option Deed, should this occur prior to 30 September 2008). The purchase price 
payable upon the exercise of the Call Option is as set out in Section 2.6 of this Explanatory 
Memorandum. 

Usual transfer and payment terms are detailed to effect transfer of the AEU Units and ABNASIT Stapled 
Securities. The liability of the Api RE, the Api Custodian, the ASIF Custodian and the ASIF RE is limited 
in the usual manner for responsible entities or custodians. 

2.15 Interests of relevant parties in ASIF 
AFML directors 

 Relationship Units 

AFML Directors 
 

 
Victor David Cottren (Director of AFML), 
through the following associates: 
 
  (a)  Kimslead Holdings Pty Ltd 
  (b)  Lesley Ruth French 

Director of AFML 
 
 
Associated Entity of Director 
Associated Entity of Director 

 
 
 
105,000 
7,500 

 
Related parties 

Related Parties Relationship Units 
ANZ Nominees Limited (as custodian for 
Api Fund) 

ANZ Nominees holds securities as custodian on 
behalf of the Api Fund 1,031,777 

Austock Funds Management Ltd Holder in its own right 1,486 
Austock Securities Ltd (as custodian for 
the Premier Club) 31,818 
Cogent Nominees Ltd (as custodian for 
the Core Portfolio High Yield Fund) 525,132 
Sandhurst Trustees (as custodian for the 
Austock High Yield Fund) 216,716 
Sandhurst Trustees (as custodian for the 
Moneywise High Yield Fund) 

As custodian for the registered scheme – AAML 
is an associate of Austock Securities.  The Fund 
is also managed by Austock Asset Management 
Ltd. 
 
The Funds are owned by third person investors 
(ie, the funds are not owned by Austock entities) 

435,329 
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2.16 Corporate Directory 

Responsible Entity 

Austock Funds Management Limited 
ABN 29 094 185 092 
AFS Licence No  238506 

Registered Office 

Level 1, 350 Collins Street 
MELBOURNE  VIC  3000 

Telephone: (03) 8601 2668 
Facsimile: (03) 9670 3174 
Email: property@austock.com 
Website: http://www.austock.com 
Information Line: (03) 8601 2668 

Directors of the ASIF Responsible Entity 

Michael Edward McFarlane - Chairman 
Michael Francis Johnstone - Director 
Victor David Cottren - Director 
Vincent Gerard Harink - Director and Chief Executive Officer 

ASIF Registrar 

Registries Limited 
GPO Box 3993 
Sydney  NSW   2001 

Telephone: 1300 131 856 
Facsimile: (02) 9279 0664 
Website: http://www.registries.com.au 

 

mailto:property@austock.com
http://www.austock.com
http://www.registries.com.au
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2.17 Glossary  

Term Definition 

ABNASIT  ABN AMRO Social Infrastructure Trust, being a stapled group comprising 
ABN AMRO Social Infrastructure Investment Trust (ARSN 122 274 257) 
and ABN AMRO Social Infrastructure Finance Trust (ARSN 122 274 
426). 

ABNASIT Stapled 
Securities 

stapled securities in ABNASIT. 

ADPL Austock Diversified Property Limited ACN 131 403 588.  

AEU  Australian Education Trust (ARSN 102 955 939). 

AEU Units  units in the AEU. 

AFML  Austock Funds Management Limited (ACN 094 185 092). 

Api Api Fund (ARSN 112 307 114) (and where the context requires, includes 
Api RE or the Api Custodian acting on behalf of the fund). 

Api Custodian  ANZ Nominees Limited ACN 005 357 568, in its capacity as sub-
custodian for Api.  

Api RE AFML, in its capacity as responsible entity of Api.  

APX Australia Pacific Exchange Limited (ACN 080 399 220). 

ASIF The Australian Social Infrastructure Fund (ARSN 094 614 874) (and 
where the context requires, includes ASIF RE or the ASIF Custodian 
acting on behalf of the fund). 

ASIF Custodian  Trust Company Limited ACN 004 027 749, in its capacity as custodian of 
ASIF. 

ASIF RE  AFML, in its capacity as responsible entity of ASIF. 

ASIF Security 
Interest  

the charges granted by Api over the AEU Units and ABNASIT Stapled 
Securities and the remainder of its assets in favour of ASIF under the 
Charge. 

ASX ASX Limited (ACN 008 624 691) or the Australian Securities Exchange, 
as the case requires. 

Board the board of directors of AFML. 

Call Option the option granted to ASIF to purchase the AEU Units and ABNASIT 
Stapled Securities from Api.  

Call Option Deed  the call option deed under which the Call Option has been granted, as 
described in Section 2.14 of this Meeting Booklet.  

Charge the deed of charge under which the ASIF Security Interest has been 
granted, as described in Section 2.5 of this Meeting Booklet.  

Constitution the constitution of ASIF dated 21 September 2000, as amended, 
supplemented or replaced from time to time. 

Corporations Act  Corporations Act 2001 (Cth). 

Explanatory 
Memorandum 

the explanatory memorandum contained in Part 2 of this Meeting 
Booklet.  
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Independent Expert  William Buck Financial Services (Vic) Pty Ltd 

Loan the amount of approximately $20 million advanced by ASIF to Api under 
a loan facility agreement as described in Section 2.5 of this Meeting 
Booklet.  

Meeting the meeting of Unitholders to be held on Monday, 14 July 2008 to vote on 
the Resolution. 

Meeting Booklet this document, containing a Notice of Meeting and Explanatory 
Memorandum under the Corporations Act. 

NAB National Australia Bank Limited ABN 12 004 044 937.  

Notice of Meeting the notice of meeting contained in Part 1 of this Meeting Booklet. 

Proxy Form the proxy form accompanying this Meeting Booklet 

Register the register of Unitholders in ASIF.  

Resolution  the resolution set out in Part 1 of this Meeting Booklet. 

Stapling Proposal  the proposal to staple each ASIF Unit to a unit in Api and share in ADPL, 
as described in Section 2.13 of this Meeting Booklet.  

Unit ordinary unit in ASIF 

Unitholder a holder of Units in ASIF.  

 

Dated: 12 June 2008 
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Introduction 

The Australian Social Infrastructure Fund (ARSN 094 614 874) (“ASIF” or the Fund) has rights 
under a Call Option (“the Call Option”) over the following assets currently owned by Api Fund 
(ARSN 112 307 114) (“Api”): 

 14,730,980 ordinary units in the Australian Education Trust (“AEU Units”) at a price of $1.02 
per unit (aggregate price of $15,025,600); and 

 5,000,000 stapled securities in the ABN AMRO Social Infrastructure Trust (“ABNASIT”) at a 
price of 99.61c per stapled security (aggregate price of $4,980,375) 

Austock Funds Management Limited (“AFML”), as responsible entity for ASIF has appointed 
William Buck Financial Services (Vic) Pty Ltd (“William Buck”) as an independent expert to express 
an opinion on whether it is in the best interests of ASIF unitholders to approve the exercise, at a 
future time, of the Call Option granted by Api in favour of ASIF.  

In our report, we provide general financial product advice, not personal product advice, because it 
has been prepared without taking into account your personal objectives, financial services or 
needs. 

As we are providing general financial product advice, we are required to issue to you, as a retail 
client, a Financial Services Guide (“FSG”). 

Financial Services Guide 

The purpose of this FSG is to assist you in deciding whether to use any of our general financial 
product advice.  The contents of this FSG include: 

 Information about us; 

 Information about the services we are authorised to provide; 

 A general financial product advice warning; 

 Information about how we (and our employees) are remunerated; 

 A summary of our referrals process; and 

 Details of our complaints handling procedures. 

Information about us 

William Buck and its related entities provide services primarily in the areas of audit, tax, consulting 
and financial advisory.  From time to time, William Buck or its related entities may provide 
professional services to financial product issuers in the ordinary course of business. 

Should you wish to contact us, you may do so using the details set out at the bottom of our 
letterhead on the first page of this FSG. 

 



 

Services we are authorised to provide 

William Buck holds an Australian Financial Services Licence (“AFSL”) (Licence No. 234500), which 
authorises us to provide financial product advice in respect of securities. 

Our report includes a description of the circumstances of our engagement.  We are not acting for 
any person other than AFML who engaged us.  We are required to give you an FSG by law 
because our report is being provided to you. 

How we are remunerated 

Our fees are agreed with AFML who engaged us and have been determined on a time cost basis. 

Neither William Buck nor its directors and officers, nor any of its related parties, receive any 
commissions or other benefits, except for the fees for services discussed in Section 8 of our report. 

All of our employees receive a salary.  Our employees are eligible for annual salary increases and 
bonuses based on overall performance, but do not receive any commissions or other benefits 
arising directly from services provided to you.   

Referrals 

We do not pay commissions or provide other benefits to other parties for referring prospective 
clients to us. 

Our complaints handling procedures 

If you have complaints regarding our report, you may wish to advise us.  Please address your 
complaints in writing to: 

Mr Joseph Lombardi 
Director 
William Buck Financial Services (Vic) Pty Ltd  
Level 2, 215 Spring Street 
Melbourne  Vic  3000 

We will make every effort to resolve your complaint quickly and fairly.  However, if you still feel that 
you have not obtained a satisfactory outcome, you may direct your issue to the Financial Industry 
Complaints Service, whose contact details are provided below: 

Financial Industry Complaints Service Limited 
PO Box 579 
Collins Street West 
Melbourne   Vic   8007  

Telephone: (03) 9629 7050 
Facsimile: (03) 9621 2291 
Toll free: 1300 78 08 08 

If you still do not get a satisfactory outcome, you can contact the Australian Securities and 
Investments Commission on its Freecall Info line on 1300 300 630. 
 

Page ii 



 

 
 

 

21 May 2008 
 
Austock Funds Management Limited 
Level 1, 350 Collins Street 
Melbourne 
VIC 3000 
 
 
Dear Sirs 

Executive Summary 

Introduction 

The Australian Social Infrastructure Fund (ARSN 094 614 874) (“ASIF” or the Fund”) has entered 
into the following agreements (“the Agreements”) with Api Fund (ARSN 112 307 114) (“Api”).  The 
Agreements include: 

 A loan agreement between ASIF and Api (“the Loan Agreement”), under which ASIF has 
provided Api with a loan of approximately $20.0m.  This loan is repayable on or before 29 June 
2008. 

 A Call Option (“the Call Option”) over the following assets currently owned by Api: 
 14,730,980 ordinary units in the Australian Education Trust (“AEU Units”) at a price of 

$1.02 per unit (aggregate price of $15,025,600); and 
 5,000,000 stapled securities in the ABN AMRO Social Infrastructure Trust (“ABNASIT”) at 

a price of 99.61c per stapled security (aggregate price of $4,980,375) 

 A Deed of Charge by Api in favour of ASIF in support of the Loan (“Deed of Charge”), which 
includes a first ranking fixed charge over AEU units and ABNASIT stapled securities and a 
second ranking floating charge over the balance of the assets of Api; 

 An InterCreditor Deed (“InterCreditor Deed”) between the Fund, ASIF and NAB in connection 
with the security priorities of NAB and ASIF. 

The Loan Agreement, Call Option, Deed of Charge and Inter Creditor Deed are referred to 
collectively in this report as “the Transaction”. 

Austock Funds Management Limited (“AFML”), as responsible entity for ASIF has appointed 
William Buck Financial Services (Vic) Pty Ltd (“William Buck”) as an independent expert to express 
an opinion on whether it is in the best interests of  ASIF unitholders to approve the exercise, at a 
future time, of the Call Option granted by Api in favour of ASIF.  

 

 



 

Purpose and Scope of Our Report 

On the 4 April 2008 ASIF entered into a Call Option with Api . The exercise of the Call Option by 
ASIF would result in ASIF acquiring Api’s holdings in AEU and ABNASIT.  As AFML is the 
responsible entity for both Api and ASIF, AFML believes that it is appropriate for ASIF unitholders 
to approve the exercise, at a future time, of the Call Option granted by Api in favour of ASIF. 

This Independent Experts Report (“IER”) has been prepared to provide ASIF unitholders with an 
independent opinion on whether it is in the best interests of ASIF unitholders to approve the 
exercise, at a future time, of the Call Option granted by Api in favour of ASIF. 

This report is to be included with the Notice of Meeting and the Explanatory Memorandum to be 
sent to the ASIF unitholders. 

William Buck is independent of AFML, Api and ASIF and has no other involvement with, or interest 
in, the outcome of the Transaction. 

Background to and Reasons for the Transaction 

AFML, as responsible entity for ASIF, initiated the Transaction for the following key reasons: 

 It provides ASIF with the opportunity to acquire two quality assets that will have a positive 
impact on ASIF’s forecast earnings per unit. 

ASIF’s policy is to pay relatively high monthly distributions to unitholders.  In recent financial 
periods, the total distributions paid by ASIF in each financial period have exceeded the net 
profit generated from the Fund, prior to taking into account unrealised gains on the valuation of 
properties.  ASIF is therefore seeking new high yielding investments which will enable ASIF to 
continue to pay similar distribution levels, without eroding the Fund’s capital base. 

 It provides ASIF with the ability to protect its investment in Api: 

ASIF currently owns 21% of Api.  Api has been adversely affected by the recent decline in the 
equity, listed property and infrastructure markets.  The value of Api’s investment portfolio 
declined by 24.9% between the beginning of December 2007 and the end of March 2008 
resulting in Api exceeding its maximum allowable Loan to Value Ratio (“LVR”) under its debt 
facility agreement with National Australia Bank Limited (“the NAB”).  Api has therefore been 
required to materially reduce its bank debt in order to maintain funding support from the NAB.   
The $20m loan from Api to ASIF has resulted in Api being able to materially pay down Api’s 
bank debt.  The repayment of bank debt has resulted in Api being able to retain the majority of 
its investment portfolio.  The retention of Api’s investment portfolio enables Api unitholders, 
including ASIF, to participate in any recovery of the value of these investments. 

Proposed Stapling 

AFML is planning to merge ASIF and Api to create a diversified property fund listed on the ASX 
(“the Proposed Stapling”). The Proposed Stapling was announced on 7 April 2008 and is to be 
implemented via a stapling of units in the two funds, subject to and conditional upon unitholder, 
regulatory and other approvals and rulings as required. 

AFML believes that the merger of the funds will offer the following key benefits to unitholders of 
each of the funds: 

 Increased scale, with the merged entity having total assets of approximately $160m and 
gearing of approximately 40%; 

 Increased diversification of asset base; 

 Improved opportunities for growth; and 
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 The Fund should find it easier to access further equity capital in the future because the stapled 
Api and ASIF entity will, 

 Be listed on the ASX; 
 Be more diversified; 
 Have a larger market capitalisation;  
 Have a larger unitholder base; and 
 Offer security holders greater liquidity. 

Our Approach to Assessing Merits of ASIF Unitholders approving the exercise, at a future 
time, of the Call Option granted by Api in favour of ASIF. 

In forming our opinion on whether it is in the best interests of ASIF unitholders to approve the 
exercise, at a future time, of the Call Option granted by Api in favour of ASIF. we have: 

 Compared the agreed transfer price of $1.02 per AEU unit and $0.996 per ABNASIT stapled 
security to the current market value of an AEU unit and an ABNASIT stapled security; and 

 Considered the other potential advantages and disadvantages to ASIF unitholders of approving 
the exercise, at a future time, of the Call Option granted by Api in favour of ASIF.  

Key Findings 

Advantages of ASIF Unitholders approving the exercise of ASIF’s rights under the Call Option 

Approving the rights ASIF has under the Call Option  results in the following benefits to ASIF: 

 The agreed transfer price under the Call Option for the AEU securities has been based on its 
current trading price.   Like most listed property trusts, AEU is currently trading at a large 
discount to its net asset value.   AEU is arguably being undervalued by the market, as it has 
strong core earnings and low gearing levels and accordingly is not experiencing many of the 
financing issues that are generally impacting the listed property sector.  Accordingly, the 
Transaction provides ASIF with the opportunity to acquire AEU at what we consider to be a 
discounted price. 

 The agreed transfer price for the AEU units is fixed under the Call Option.  Therefore, ASIF will 
benefit if the market value of the AEU and/or ABNASIT units increase during the term of the 
Call Option.  ASIF is not exposed to any downside risk, as there is no obligation on ASIF to 
exercise the Call Option. 

 The agreed prices of $1.02 and $0.996 for AEU and ABNASIT respectively, reflect an 
estimated weighted distribution yield of 13.20%.  The acquisition of these investments by ASIF 
is expected to be earnings accretive to ASIF. 

 The distributions paid each year by ASIF historically have exceeded the net earnings of the 
Fund, prior to taking into account unrealised gains on the value of ASIF’s investments.  The 
exercise of the Call Option is expected to result in an improvement in ASIF’s underlying 
earnings, which will decrease the capital return component of ASIF’s future distributions. 

 The Transaction has helped protect the value of ASIF’s investment in Api.  The Transaction 
has provided a mechanism for Api to reduce its level of bank debt and minimise the need to 
sell a large portion of its investment portfolio.  There is a risk that the on-market disposal of 
such large parcels of securities may further reduce the market price of Api’s securities and 
consequently the market value of ASIF’s investment in Api. 

 Provides ASIF unitholders with added security to the Loan which ASIF has made to Api.  ASIF 
Loan to Api is secured by the Call Option, a first ranking fixed charge over Api’s interest in AEU 
and ABNASIT and also a second ranking floating charge over the balance of Api’s assets. 

 The Transaction is consistent with ASIF’s investment strategy to focus on acquiring high 
yielding social infrastructure assets with stable long term cash flows. 
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Disadvantages of ASIF Unitholders approving the exercise of ASIF’s rights under the  
Call Option 

We have not identified any disadvantages to ASIF unitholders from approving the exercise, at a 
future time, of the Call Option granted by Api in favour of ASIF as the Call Option is structured to 
protect ASIF’s interests and there is no obligation on ASIF to exercise the Call Option. 

Conclusion 

In our opinion, it is in the best interests of ASIF unitholders to approve the exercise of ASIF’s rights 
under the Call Option. 

Limitations and reliance on information 

The opinion of William Buck is based on economic, market and other conditions prevailing at the 
date of this report.  Such conditions can change significantly over relatively short periods of time.  
This report should be read in conjunction with the declarations outlined in Section 8. 

This opinion should also be read in conjunction with the full content of the attached report. 
 
Yours faithfully 
William Buck Financial Services (Vic) Pty Ltd 
ABN 61 007 073 305 
AFSL 234500 
 

 
Peter Thornely  
Director    
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1. Background Information  

1.1 Introduction 
Austock Funds Management Limited (“AFML”), as responsible entity for the Australian Social 
Infrastructure Fund (ARSN 094 614 874) (“ASIF” or the Fund) , has appointed William Buck Financial 
Services (Vic) Pty Ltd (“William Buck”) as an independent expert to express an opinion on whether it is 
in the best interests of ASIF unitholders to approve the exercise of ASIF’s rights under a Call Option 
(“the Call Option”) over the following assets currently owned by Api Fund (ARSN 112 307 114) (“Api”); 

 14,730,980 ordinary units in the Australian Education Trust (“AEU Units”) at a price of $1.02 per 
unit (aggregate price of $15,025,600); and 

 5,000,000 stapled securities in the ABN AMRO Social Infrastructure Trust (“ABNASIT”) at a price 
of 99.61c per stapled security (aggregate price of $4,980,375). 

1.2 Overview of ASIF 
ASIF is a unit trust that is listed on the Australian Pacific Exchange (“APX”).   ASIF was initially 
established in March 2001 to acquire the freehold of 25 child care and educational centres.  The Fund 
has subsequently broadened its investment objectives to acquire  high yielding assets in the social 
infrastructure sector.  Social infrastructure is the real property from which governments, not-for-profit 
organisations and corporations deliver community services.  A high proportion of the sector is 
represented by properties that provide education, health, welfare and transport services to the 
community such as schools, universities, hospitals, aged care facilities, public transport terminals and 
public car parks. 

ASIF’s investment portfolio is comprised of the following assets: 

 56 Childcare centres leased to ABC Learning Centres Limited; 

 One self storage facility in Glen Iris, Victoria, leased to Guardian Storage ; 

 One medical centre in Melton, Victoria, leased to Primary Health Care; 

 15% interest in unlisted wholesale CIB fund, which owns a portfolio of nine police stations and two 
court houses which are leased on a long term basis to the Victorian Government. All of the nine 
CIB properties were revalued at 30 June 2007 and resulted in a 17% increase to the portfolio; and 

 21%% interest in Api which is a unit trust that invests in listed and unlisted property and 
infrastructure securities. 

Recently ASIF acquired a minority interest in three unlisted wholesale trusts (“the School Assets”).  
These trusts were formed to acquire and develop three private schools in Australia in conjunction with 
Independent Colleges Corporation Limited (“ICC”) and the Australian Education Trust (“AEU”).    

To date, ASIF has made the following investments in the School Assets: 
 
 Total Cumulative 

29-June-2007 5,998,800 5,998,800 

17-July-2007 1,249,750 7,248,550 

11-October-2007 499,900 7,748,450 

29-October-2007 3,879,840 11,628,290 
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1.3 Historical Financial Position and Performance of ASIF  

1.3.1 Financial Position of ASIF 

The Financial Position of ASIF at 31 December 2007, 30 June 2006 and 30 June 2005 are 
summarised in the table below. 

These Financial Positions are prior to the impact of the components of the Transaction that have 
already been entered into by ASIF.   The actual impact of the Transaction on ASIF, as well as the 
potential impact of exercising the Call Option, is further disclosed in Section 2 of this report. 
 

ASIF Balance Sheet 
Notes Actual 

31 December 
2007 
$’000 

Actual 
30 June 2007 

$’000 

Actual 
30 June 2006 

$’000 

Assets      

Cash and cash equivalents  - 727 815 

Financial assets held at fair value 
through profit or loss 

1 11,628 5,999 
- 

Receivables  1,680 1,293 4,045 

Available for sale financial assets  10,150 10,378 5,245 

Investment properties  97,168 96,176 91,542 

Other assets  691 - - 

Total assets  121,317 114,573 101,647 

Liabilities     

Distributions payable  530 550 528 

Payables  701 553 299 

Interest bearing liabilities 2 35,974 30,495 24,379 

Total liabilities   37,205 31,598 25,206 

Net assets attributable to unit 
holders  

 84,112 82,975 76,441 

 

Note Comment 

1. These investments in the School Assets have been fully funded by debt.  

2. Prior to entering into the Transaction, the Fund was conservatively geared.  That is, 
ASIF’s total liabilities approximated only 30.7% of the aggregate current market value 
of its assets. 
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1.3.2 Financial Performance 

The Financial Performance of ASIF for the six months ended 31 December 2007 and the financial 
years ending 30 June 2007 (“FY2007”) and 30 June 2006 (“FY2006”) are summarised in the table 
below. 
 
 
 
ASIF Normalised Statement of Financial 
Performance 

Half Year 
31 December  

FY2007 
$’000 

 
 

FY2007 
$’000 

 
 

FY2006 
$’000 

Property       

Net property income 4,174 8,594 8,505 

Investment property revaluation  1,992 5,310 7,180 

Net gain/(loss) on investment properties 170 - 756 

Net Property Related Earnings 6,336 13,904 16,441 

Other income    

Distributions 342 559 332 

Net gain on disposal of available for sale 
financial assets - - 56 

Other income 378 110 - 

Total Other Income 720 669 388 

Total Revenue 7,056 14,573 16,829 

Expenses    

Responsible Entity fees (615) (1,028) (961) 

Other expenses (570) (923) (1,001) 

Total expenses (1,185) (1,951) (1,962) 
     
EBITDA/EBIT 5,871 12,622 14,867 

Net Interest and borrowing expense (1,366)        (1,559) (1,645) 

Net profit before tax and distributions  4,505 11,063 13,222 

ASIF’s net profit before tax and distributions for the financial year ended 30 June 2008 is expected to 
be substantially lower than the net profit before tax and distributions achieved in the FY2007 and 
FY2006 financial years.  This is primarily due to the following: 

 ASIF has been incurring the interest expense on the debt borrowed to purchase the School 
Assets, however no material income is expected to be derived from these assets until June 2009; 

 Unrealised gains from property revaluations have been reducing; and 

 Interest rates on borrowings have been increasing. 
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1.3.3 Distributions 

ASIF’s policy is to pay relatively high monthly distributions to unitholders.  The distributions that ASIF 
has paid in recent financial periods are disclosed in the table below. 
 

Financial Period 
Six months to 31 
December 2007 

 

Year to 30 June 
2007 

 

Year to 30 June 
2006 

 

    

Net profit attributable to unitholders ($’000) 4,505 11,064 13,221 

Net property revaluation increment ($’000) (1,992) (5,310) (7,180) 

Property revaluation costs ($’000) 31 63 67 

Net profit distributable to unitholders 
($’000) 

2,544 5,817 6,108 

Total Distributions ($’000) 3,297 6,540 6,304 

Weighted Average Units on Issue (‘000) 28,448 28,210 27,866 

Distribution per Unit (cents) 11.59 23.18 22.76 

As highlighted above, the total distributions paid by ASIF in recent financial periods have exceeded 
the net profit generated from the Fund, prior to taking into account unrealised gains on the revaluation 
of properties.    

Accordingly, ASIF is seeking new high yielding investments which will enable ASIF to continue to pay 
similar distribution levels, without eroding the Fund’s capital base, and reducing the distribution rate. 

1.4 Issues Impacting Api 
The Australian equity markets, particularly the listed property (renamed to A-REITS) and infrastructure 
securities sectors have experienced substantial decline and volatility in recent months.  

The Australian listed property sector has been adversely impacted by the global effect of the US sub-
prime crises.  The substantial decline in the market value of the listed property and infrastructure trusts 
has been caused by a number of factors including investor concerns over high gearing, increasing 
cost of debt, global liquidity crisis, ongoing availability of debt and potential declines in asset values 
and earnings. 

The listed property sector has been heavily sold, resulting in negative returns for the sector. The S&P 
ASX 200 A-REIT index has declined 27.1% since the beginning of December 2007 until the end of 
March 2008.    

As Api primarily invests in ASX listed property and infrastructure securities, the recent decline in the 
listed property sector has had a material negative impact on the market value of Api’s investment 
portfolio. The market value of Api’s investment portfolio declined by 24.9% between the beginning of 
December 2007 and the end of March 2008.  This resulted in Api exceeding its maximum allowable 
Loan to Value Ratio (“LVR”) under its debt facility agreement with National Australia Bank Limited 
(“the NAB”). Api has therefore been required to materially reduce its bank debt in order to maintain 
funding support from the NAB. 
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1.5 The Agreements between ASIF and Api 
The Agreements entered into between ASIF and Api include: 

 A loan agreement between ASIF and Api (“the Loan Agreement”), under which ASIF has provided 
Api with a loan of approximately $20.0m.  This loan is repayable on or before 29 June 2008. 

 A Call Option (“Call Option”) over the following assets currently owned by Api: 
 14,730,980 ordinary units in the Australian Education Trust (“AEU Units”) at a price of $1.02 

per unit (aggregate price of $15,025,600); and 
 5,000,000 stapled securities in the ABN AMRO Social Infrastructure Trust (“ABNASIT”) at a 

price of 99.61c per stapled security (aggregate price of $4,980,375) 

 A Deed of Charge by Api in favour of ASIF in support of the Loan (“Deed of Charge”), which 
includes a first ranking fixed charge over AEU units and ABNASIT stapled securities and a second 
ranking floating charge over the balance of the assets of Api; 

 An InterCreditor Deed (“InterCreditor Deed”) between the Fund, ASIF and NAB in connection with 
the security priorities of NAB and ASIF. 

The Loan Agreement, Call Option, Deed of Charge and Inter Creditor Deed are referred to collectively 
in this report as “the Transaction”. 

1.6 Proposed Stapling 
AFML is planning to merge ASIF and Api to create a diversified property fund listed on the ASX (“the 
Proposed Stapling”). The Proposed Stapling was announced on 7 April 2008 and is to be implemented 
via a stapling of units in the two funds, subject to and conditional upon unitholder, regulatory and other 
approvals and rulings as required. 

AFML believes that the merger of the funds will offer the following key benefits to unitholders of each 
of the funds: 

 Increased scale, with the merged entity having total assets of approximately $160m and gearing of 
approximately 40%; 

 Increased diversification of asset base; 

 Improved opportunities for growth; and 

 The Fund should find it easier to access further equity capital in the future because the stapled Api 
and ASIF entity will: 

 Be listed on the ASX; 
 Be more diversified; 
 Have a larger market capitalisation; 
 Have a larger unitholder base; and 
 Offer security holders greater liquidity. 
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1.7 Scope and Purpose of Our Report 
 
 
On the 4 April 2008 ASIF entered into a Call Option with Api . The exercise of the Call Option by ASIF 
would result in ASIF acquiring Api’s holdings in AEU and ABNASIT.  As AFML is the responsible entity 
for both Api and ASIF, AFML believes that it is appropriate for ASIF unitholders to approve the 
exercise, at a future time, of the Call Option granted by Api in favour of ASIF. 
 
This Independent Experts Report (“IER”) has been prepared to provide ASIF unitholders with an 
independent opinion on whether it in the best interests for ASIF unitholders to approve the exercise, at 
a future time, of the Call Option granted by Api in favour of ASIF. 

This report is to be included with the Notice of Meeting and the Explanatory Memorandum to be sent 
to the ASIF unitholders. 

William Buck is independent of AFML, Api and ASIF and has no other involvement with, or interest in, 
the outcome of the Transaction. 

1.8 Basis of Evaluation 
The Act does not provide a definition as to the meaning of fair and reasonable.  ASIC’s Regulatory Guide 
75 (“RG75”) provides guidelines, for the purpose of reports under what is now Section 640 of the Act 
relating to takeover offers, in determining whether a transaction is fair and reasonable.  Fairness relates to 
price whereas reasonableness will include the consideration of factors other than price. 

Furthermore, ASIC’s Regulatory Guide 74 (“RG74”) provides guidelines for independent experts on 
how to evaluate whether or not a proposed transaction is fair and reasonable to non-associated 
shareholders: 

 Be judged in all the circumstances of the proposed transaction; and 

 Compare the likely advantages and disadvantages for the non-associated shareholders if the 
proposal is agreed to with the advantages and disadvantages to those shareholders if it is not.  
Comparing the value of the consideration to be paid is only one element of this assessment. 

Generally, a transaction will be fair and reasonable where the benefits of the transaction proceeding 
outweigh the disadvantages. 
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1.9 Definition of Value 
For the purpose of our opinion, fair market value is defined as the amount at which the business would 
change hands between a knowledgeable willing buyer and a knowledgeable willing seller, neither 
being under a compulsion to buy or sell.  We have not considered special value in forming our opinion.  
Special value is defined as the amount a special purchaser is willing to pay in excess of the fair market 
value.  Such special purchasers may be willing to pay a premium over the fair market value as a result 
of the potential economies of scale, reduction in competition or other synergies they may enjoy arising 
from the acquisition of the asset.   

1.10 Limitations and Reliance on Information 
The opinion of William Buck is based on economic, market and other conditions prevailing at the date 
of this report.  Such conditions can change significantly over relatively short periods of time.  This 
report should be read in conjunction with the declarations outlined in Section 8. 

Our procedures and enquiries do not include verification work nor constitute an audit in accordance 
with Australian Auditing Standards, nor do they constitute a review in accordance with AAS 902 
applicable to review engagements. 
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2. Potential Impact of the Exercise of the Call 
Option on ASIF 

2.1.1 Pro Forma Financial Position 

The table below compares the actual financial position of ASIF at 31 December 2007 with the pro 
forma financial position of ASIF at 31 December 2007, assuming that: 

 The Loan Agreement and Deed of charge were entered into on that date (Pro Forma 1.0).   

The Agreements were actually entered into on 7 April 2008.  ASIF borrowed an additional 
$20 million from the NAB to fund the loan to Api.  The Transaction has resulted in ASIF’s 
gearing levels increasing from approximately 30.7% to 40.5%.   

 ASIF exercises its rights under the Call Option.  (Pro Forma 2.0) 
 

ASIF Balance Sheet 
Actual 

31-Dec-07 
$’000 

Pro Forma 
1.0 

$’000 

Pro Forma 
2.0 

$’000 
Assets       

Cash and cash equivalents  -   

Financial assets held at fair value through profit 
or loss 

 11,628  11,628  31,634 

Receivables  1,680  21,686  1,680 

Available for sale financial assets  10,150  10,150  10,150 

Investment properties  97,168  97,168  97,168 

Other assets  691  691  691 

Total assets  121,317  141,323  141,323 

Liabilities       

Distributions payable  530  530  530 

Payables  701  701  701 

Interest bearing liabilities  35,974  55,980  55,980 

Total liabilities (excluding net assets 
attributable to unit holders) 

 37,205  57,211  57,211 

Net assets attributable to unit holders   84,112  84,112  84,112 

Gearing levels  30.67%  40.48%  40.48% 

The above analysis demonstrates that the exercise of the Call Option is not expected to have any 
further material impact on the current net asset position or gearing level of ASIF. 
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2.1.2 Pro Forma Net Profit Available for Distribution 

The AEU  units have a forecast distribution of 14.7 cents per unit and the ABNASIT securities 
have a forecast distribution of 9.8 cents per stapled security, for the year ended 30 June 2008. 

Based on the number of units held by Api, this equates to a forecast distribution of approximately 
$2.66 million, as calculated in the table below. 
 

  Units 

Forecast / Unit 
Distribution 

$ 

Forecast 
Distribution 

$ 

AEU  14,730,980  0.147  2,165,454 

ABNASIT  5,000,000  0.098 490,000 

Total       2,655,454 
 
The forecast annual cost of debt from exercising the Call Option is expected to be $1,850,518.  
This is based on: 

 A total acquisition cost of $20,005,600, which is the agreed price for both the AEU units and 
ABNASIT securities pursuant to the Call Option; and 

 An interest rate of 9.25% per annum.   This is the interest rate that ASIF is currently paying 
on the $20 million that it has borrowed from the NAB to execute the Loan Agreement with 
Api. 

Assuming current distribution levels and current interest rates, the exercise of the Call Option, or 
the exercise of ASIF’s security rights under the Deed of Charge, is expected to increase ASIF’s 
earnings per unit by 2.83 cents per unit.  This is calculated in the table below” 
 
Impact on Earnings Per Unit  

Forecast Earnings          2,655,454 

Forecast Cost of Debt          1,850,518 

Surplus Earnings            804,936 

Units on Issue        28,449,729 

EPU cents - per unit                  2.83 

The actual impact on ASIF’s earnings per unit from executing the Call Option may vary from this, 
depending on: 

 The level of actual distributions from AEU and ABNASIT in FY2008 and subsequent years; 
and 

 The variable cost of debt. 
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3. Overview of Australian Education Trust  

3.1 Introduction 
 
The Australian Education Trust is an ASX (ASX: AEU) listed property trust specialising in child 
care properties and other real estate assets of an educational nature in Australia and New 
Zealand.  

AEU aims to provide investors with secure long term cash-flows with minimum risk and enhanced 
value by aligning itself with market leaders in childcare and education. AEU centres are spread 
geographically across Australia and New Zealand and are located primarily in metropolitan and 
major regional centres. 

Through an alliance with ABC Learning Centres, AEU has captured roughly 7% of the total 
market and is the largest owner of childcare property in Australia and New Zealand.  

3.2 Main Features 
The main features of AEU are: 

 strategic alliance with the worlds largest listed childcare provider - ABC Learning Centres 
Limited 

 growing childcare and education markets that are backed by strong government support; 

 triple net leases with geographical diversification and strong underlying land values; 

 weighted average lease expiry of more than 13 years; and 

 uncomplicated business and property platform. 

3.3 Overview of AEU’s Investment Portfolio and Financial Results  

3.3.1 AEU Investment Portfolio Overview as at 31 December 2007 

AEU centre numbers have grown significantly since the restructure of the Fund in December 
2004. The number of childcare centre properties owned by AEU increased from 388 as at 30 
June 2007 to 421 as at 31 December 2007 with a total value of investment properties of $404 
million.  
 

Fund Snapshot as at 31 December 2007* 

Total number of Properties 421 

Number of Freehold Properties 391 

Number of Leasehold Properties 30 

Total carrying value of investment properties $404 million 

Weighted Average Lease Expiry 13 years 

Geographic Location Australia and New Zealand 
* Source: AEU’s Half Year Financial Report (31 December 2007) 
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3.3.2 Historical Financial Performance 

The following table shows the historical financial performance of AEU for the half year ended 31 
December 2007 and for the financial years ended on 30 June 2007 and 30 June 2006. 

 
Statement of Financial Performance 31 Dec 2007  

 ($’000) 
30 June 2007  

($’000) 
30 June 2006       

($’000) 

 Revenue 24,953 32,538 
 

18,938 

 Investment property revaluation - 7,392 5,224 

 Expenses (1,792) (5,181) (2,877) 

 Reported EBIT 23,161 34,749 21,285 

 Net interest and borrowing expense (8,611) (11,209) (4,623) 

 Reported Net Profit before tax 14,550 23,540 16,662 

3.3.3 Balance Sheet 

The following table shows the balance sheet of AEU for the half year ended 31 December 2007 
and for the financial years ended 30 June 2007 and 30 June 2006. 
 
 Balance Sheet 31 Dec 2007   

($’000) 
30 June 2007  

 ($’000) 
30 June 2006       

($’000) 

 Current assets 14,195 21,720 42,541 

 Derivative financial instruments 4,572 - - 

 Investment properties 401,512 364,250 211,986 

 Other non current assets - - 850 

 Total Assets 420,279 385,970 255,377 

 Current liabilities 10,364 7,859 12,318 

 Derivative financial instruments 1,784 - - 

 Long term financial liabilities 225,288 219,226 129,079 

 Total liabilities (excluding net assets 
attributable to unitholders) 

237,436 227,085 141,397 

    

 Net assets attributable to unitholders 182,843 158,885 113,980 

 Units on Issue (‘000) 134,974 123,209 98,209 
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4. Overview of ABN AMRO Social Infrastructure 
Trust 1 

4.1 Introduction 
The ABN AMRO Social Infrastructure Trust (“ABNASIT” or “the Trust”) owns and manages a 
portfolio of social infrastructure assets.  The Trust’s objective is to provide security holders with 
relatively secure long term cash flows supported by Government or quasi-Government entities.  
ABNASIT has a target yield of 9.5% p.a. to 10.0% p.a. 

The assets of ABNASIT are valued quarterly. Distributions are also made quarterly. 

4.2 Overview of social infrastructure 
Social infrastructure assets are a subset of Public Private Partnerships ("PPP"), which receive 
payments from Government or quasi-Government entities generally over long Concession 
Periods (i.e. more than 20 years). 

PPPs usually involve a Special Purpose Vehicle (“SPV”), financed and maintained by the private 
sector and governed by a Concession Deed between the Government or quasi-Government 
entity and the private sector. This is instead of a Government or quasi-Government entity 
procuring a capital asset by paying for it in full up front. 

While PPPs include the construction and maintenance of the social infrastructure asset, risks 
associated with the construction and maintenance are typically passed through to the contractor 
and external service provider. 

Social infrastructure assets offer the following: 

 Long-term Government or quasi-Government cash flows; 

 Defined risk allocation between the private and public sectors; 

 Risk transfer to external service providers for non-performance; 

 Opportunities to enhance revenues (e.g. potential for retail facilities in a tertiary education 
facility); and 

 Diversification benefits from other asset classes. 

                                                      

1 The information on the ABN AMRO Social Infrastructure Trust has been extracted from the ABN 
AMRO Social Infrastructure Trust Information Memorandum, which was issued in June 2007. 
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4.3 ABN AMRO PPP Experience 
The responsible entity of ABNASIT is ABN AMRO Investments Australia Limited (“ABN AMRO 
Investments”), which is a subsidiary of ABM AMRO Australia Pty Ltd (“ABN AMRO”). 

ABN AMRO holds a dominant position in originating and structuring social infrastructure assets in 
Australia. ABN AMRO has been successful in securing the first social infrastructure PPPs in the 
majority of Australian States as well as the first Federal social infrastructure PPP. Overall, ABN 
AMRO has won 13 out of the last 20 PPPs in Australia. 

4.4 ABNASIT Investment Portfolio as at June 2007 
 
 Southbank 

Institute 
Schools II Emergency 

Alerting System
Reliance Rail An option to 

acquire Darwin
Convention 

Centre 

Acquisition date 
31 December 

2006 
31 December 

2006 
31 December 

2006 
6 December 

2006 

No later than 
31 December 

2007 

Location Queensland New South Wales Victoria New South Wales Northern Territory

Purpose Education Education Emergency 
services 

Electric train  
sets 

Convention 
and exhibition 

centre 

Ownership 100% 75% 100% 12.75% 0% 

Concession 
Period 34 years 30 years 7 years 30 years 28 years 

Concession  
target 
commencement 
date 

January 2007 
(staged) 

January 2007 
(staged) August 2006 July 2013 May 2008 

Construction 
period 36 months 36 months Complete 78 months 24 months 

Construction Leighton Group 
St Hillier&  
Hansen &  
Yuncken 

Leighton Group 
Downer EDI & 

Hitachi 

Laing 
O'Rourke 

Group 

Operation and 
maintenance Spotless Group Spotless Group Leighton Group Downer EDI 

Honeywell 
Group/ Ogden 

Group 

The ABNASIT intends to acquire additional social infrastructure assets, including: 

 Education: schools, colleges, universities; 

 Health: hospitals, medical centres; 

 Community: police stations, courthouses, sports complexes, convention centres; 

 Transport: rail and other public transport facilities; 
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 Structured property: long-term leases with Government or quasi-Government entities; and 

 Such other assets as ABN AMRO may determine appropriate. 

4.5 Liquidity of Investment in ABNASIT  
An investment in ABNASIT is a long-term investment and is illiquid in nature. However, to create 
some liquidity for security holders ABN AMRO has agreed to provide a market for security 
holders wishing to sell. The liquidity mechanism is governed by the liquidity mechanism deed. 

In summary, the following requirements must be satisfied: 

 The security holder must have held the stapled securities for at least 12 months; 

 The security holder must provide ABN AMRO Investments with a written preliminary 
notification of their intention to sell prior to valuation date. The preliminary notification will be 
made subject to price; 

 The consideration paid by ABN AMRO will be less a discount of up to 3% where the total 
amount is less than $1 million; 

 ABN AMRO may enter into a negotiated arrangement in relation to price, discount and period 
over which stapled securities are sold for amounts over $1 million; and 

 The transfer will only take place subject to ABN AMRO's overall holding in the ABNASIT 
being no more than 25% of issued stapled securities. 

Subject to the Constitution and Corporations Act stapled securities are transferable. Subject to 
the Corporations Act, ABN AMRO Investments may refuse to register a transfer or apply a 
holding lock to prevent a transfer of stapled securities. Further, transfers can only take place to 
eligible investors. 

Generally, redemption of stapled securities will not be permitted.  
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5. Review of Agreed Transfer Price of AEU Units 

5.1 Agreed Transfer Price 
Under the Terms of the Call Option, ASIF will have the option to acquire the AEU units at a price of 
$1.02 per unit.  This equates to a total consideration of $15,025,600 for the 14,730,980 ordinary units 
in AEU held by Api. 

The agreed Transfer Price has been based on the volume weighted average price for the 10 days 
prior to 20 March 2008. 

5.2 Recent Capital Raisings 
In August 2007, AEU completed a placement of 11,764,706 fully paid ordinary units in AEU at a price 
of $1.70 per unit to raise a total of $20 million. 

The placement was made to new and existing institutional investors as well as sophisticated and 
professional investments.  The proceeds were raised to fund a pipeline of real estate acquisitions. 

5.3 Recent Price History of AEU 
Included in the table below, is a summary of the 12 month price volume analysis of AEU.  The shares 
have traded between a 12 month high of $1.90 and a 12 month low of $0.86 

 

 

This decline in the value of AEU’s shares since December 2007 is consistent with the decline in the 
listed property sector as a whole.  
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5.4 Comparison of Price to Net Asset Value 
 
Listed property trusts are typically valued with reference to their net asset values.  As outlined in the 
table below, on average, listed property trusts are currently trading at around 70% of their net tangible 
asset value. 
 
   

Industry Subgroup Price to NTA 
per share 

Price to Book 
Value 

Price to 
Earnings Ratio 

REITS-Diversified Average 0.91 0.81 10.33 

REITS-Health Care Average 0.59 0.77 5.85 

REITS-Hotels Average 0.50 0.50 1.84 

REITS-Manufactured Homes Average 0.58 0.58 30.18 

REITS-Office Property Average 0.44 0.44 1.98 

REITS-Shopping Centers Average 0.59 0.59 3.36 

REITS-Warehouse/Industry Average 0.89 0.74 4.00 

Grand Average 0.73 0.70 7.54 
Source: Bloomberg Finance L.P. sourced on 15 April 2008 

AEU is currently trading at 76% of its book value.  It seems reasonable to expect that AEU would trade 
at a slight premium to the average listed property trust because AEU: 

 Has a history of strong growth rates and strong earnings per share; 

 Has long term debt arrangements.  AEU restructured its debt in July 2007 to include seven and 
ten year facilities as well as long term interest rate hedging arrangements; and 

 The business has long term and secure tenancy arrangements.  According to recent market 
announcements, no significant AEU property leases are due to expire until 2019. 

5.5 Valuation Cross-Checks 
We have assessed the reasonableness of the current trading price of AEU by comparing the implied 
valuation multiples to the current trading multiples of listed property trusts considered comparable to 
AEU.  The valuation multiples that we have considered include: 

 Dividend yields; 

 Historical EBIT multiples; 

 Historical PE (Price earnings) multiples; and 

 Price to book value ratios. 

Included in the table below is a comparison of the trading multiples of a number of listed property 
trusts considered comparable to AEU. 
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Listed Property Trust Dividend 

Yield 
Price to 

Earnings 
Multiple 

Market 
Cap ($m) 

Enterpris
e Value 

($m) 

EV/EBIT 
Multiple 

Price/ 
Book 
Value 

Multiple 

ALE Property Group 10.83% 2.79 273.30 746.34 5.66 0.89 

Bunnings Warehouse 
Property Trust 

6.71% 2.80 578.76 832.19 3.77 0.86 

ING Real Estate 
Entertainment Fund  

14.06% 1.92 114.45 334.67 6.21 0.71 

ING Real Estate Community 
Living Group  

16.98% 2.35 277.85 570.30 4.26 0.53 

Babcock & Brown 
Residential Land Partners 
Group  

15.00% 29.59 87.50 210.63 - 0.57 

Cardindale Property Trust  6.26% 4.09 278.60 317.88 4.55 0.75 

Timbercorp Primary 
Infrastructure Fund  

10.89% 5.81 49.48 175.82 9.54 0.80 

ING Real Estate Healthcare 
Fund  

8.40% 5.84 49.88 138.25 16.5 0.95 

Average 11.14% 6.90 213.73 415.76 7.21 0.76 
  
Australian Education Trust  15.05% 4.77 130.92 349.74 10.50 0.76 

Source: Aspect Huntley Pty Ltd sourced on 15 April 2008, except 
           AEU Price to Book Value ratio sourced from Bloomberg Finance L.P. on 15 April 2008 

Based on the above analysis, the current trading multiples of AEU seem consistent with the current 
trading multiples of other listed property trusts that are considered relatively comparable to AEU. 

Descriptions of the listed property trusts included in the above table are included in Appendix 1 to this 
report. 

5.6 Size of Api’s Holdings in AEU 
Api currently holds approximately 14.7 million (10.9%) of the 135 million AEU shares currently on 
issue.  Should Api seek to sell its shares in AEU on market, there is a risk that the disposal of such a 
large parcel of shares would reduce the market price of the AEU shares below the current average 
price of approximately $1.02.   

Conversely, substantial holdings in listed entities often trade at a premium to the average trading price 
of a portfolio interest.   However, it is unlikely that Api would be able to secure such a premium in the 
current market conditions. 

5.7 Conclusion 
 
Based on the above analysis, we consider the proposed Transfer Price of $1.02, which has been 
based on a number of factors including NTA per unit and recent volume weighted average price 
calculations, to reflect the current market price of an AEU unit. 
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6. Review of Proposed Price of ABNASIT Stapled 
Securities 

6.1 Proposed Transfer Price  
Under the Terms of the Call Option, ASIF will have the option to acquire the ABNASIT stapled 
securities at a price of 99.61c per stapled security.  This equates to a total consideration of $4,980,375 
for the 5,000,000 stapled securities in ABNASIT held by Api. 

The agreed transfer price has been based on ABN Amro’s valuation of an ABNASIT stapled security 
as at 31 December 2007 of $0.996075, as reported in their 2007 Portfolio review for ABNASIT.  A 
discounted cash flow methodology was used to value the units.   

The cash flows of ABNASIT are able to be reliably forecast because they are supported by contracts.  
ABNASIT employs an independent valuer to perform the discount rate calculation. 

6.2 Recent transactions 
Api purchased its 5 million stapled securities in ABNASIT in December 2006 at a Transfer Price of 
$0.96 per unit. 

ABNASIT undertook a further capital raising in August 2007 to raise a further 20 million stapled 
securities at a price of $1.00 per unit. 

6.3 Valuation Cross-Check 
With the exception of Reliance Rail and Emergency Altering System, ABNASIT’s investment income is 
via fixed rental payments under long term agreements to government or quasi government tenants.  

In order to independently assess the reasonableness of the stated market value of an ABNASIT 
security we have compared the dividend yields being forecast for ABNASIT with the dividend yields of 
a number of ASX listed infrastructure trusts.   

This analysis is included in the following table: 
 
Company Name Current 

Market Cap 
$'m 

Gross Assets 
$'m 

Last Price $ Dividend per 
Share FY08 $ 

Est. Dividend 
FY08 

Macquarie Airports 5,362.20  24,189.35  3.11  0.27  8.75% 

Transurban Group 6,887.64  11,620.15  6.27  0.57  9.09% 

Macquarie Infrastructure 
Group 

6,634.18  10,331.52  2.76  0.20  7.27% 

Asciano Group 2,613.25  8,031.40  3.95  0.46  11.65% 

Australian Infrastructure 
Fund 

1,066.26  1,044.35  2.79  0.16  5.90% 

Babcock & Brown 
Infrastructure 

2,779.62  8,396.20  1.18  0.15  12.82% 

Connecteast Group 1,956.51  2,793.36  1.28  0.09  7.16% 

SP Ausnet 2,626.31  6,932.35  1.26  0.12  9.32% 

Spark Infrastructure Group 1,684.45  2,416.58  1.68  0.19  11.20% 

Duet Group 2,005.12  7,111.63  3.29  0.27  8.35% 

APA Group 1,409.41  4,237.93  2.99  0.29  9.73% 
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Company Name Current 
Market Cap 

$'m 

Gross Assets 
$'m 

Last Price $ Dividend per 
Share FY08 $ 

Est. Dividend 
FY08 

Envestra Limited 698.17  2,539.32  0.80  0.10  12.00% 

Hastings Diversified Utilities 547.00  969.44  2.60  0.28  10.77% 

Babcock & Brown Wind 
Partner 

1,346.33  2,387.47  1.56  0.15  9.33% 

Average Yield     9.52% 
Source: Bloomberg Finance L.P. sourced on 17 April 2008 

ABNASIT is forecasting a distribution of 9.78c per stabled security for the 2008 financial year.   
Therefore a current market price of $0.996075 implies a yield of 9.82%.  This yield is comparable to 
the forecast dividend yields of the ASX listed infrastructure trusts that we consider to be most similar to 
ABNASIT. 

 The forecast dividend yields of these infrastructure securities is between 5.90% - 12.82%; 

 We consider the most comparable securities to ABNASIT to be SP AusNet, APA Group, Hastings 
Diversified Utilities Fund and Babcock & Brown Wind. This is because, like ABNASIF, these 
securities also have a reasonably high degree of income certainty.  The yield range for these 
particular securities is between 9.5% and 10.4%. 

 The other ASX listed infrastructures identified are not as directly comparable to ABNASIT because 
their income is more volume based. 

6.4 Conclusion 
Based on the above analysis, we consider the agreed transfer price of 99.61c per stapled security, 
which has been based on a valuation of a stapled security at 31 December 2007, to reflect the current 
market price of an ABNASIT stapled security. 

Australian Social Infrastructure Fund 
Independent Expert’s Report 19 



 

7. Our Opinion 

7.1 Our Approach  
In forming our opinion on whether it is in the best interests of ASIF unitholders to approve the rights 
under the Call Option, we have: 

 Compared the agreed transfer price of $1.02 per AEU unit and $0.996 per ABNASIT stapled 
security to the current market value of an AEU unit and an ABNASIT stapled security; and 

 Considered the other potential advantages and disadvantages to ASIF unitholders of approving 
the exercise of ASIF’s rights under the Call Option.  

7.2 Key Findings 

Advantages  

Approving the rights ASIF has under the Call Option results in the following benefits to ASIF: 

 Provides ASIF unitholders with added security to the Loan which ASIF has made to Api.  ASIF 
Loan to Api is secured by the Call Option, a first ranking fixed charge over Api’s interest in AEU 
and ABNASIT and also a second ranking floating charge over the balance of Api’s assets. 

 The agreed transfer price under the Call Option for the AEU securities has been based on its 
current trading price.   Like most listed property trusts, AEU is currently trading at a large discount 
to its net asset value.   AEU is arguably being undervalued by the market, as it has strong core 
earnings and low gearing levels and accordingly is not experiencing many of the financing issues 
that are generally impacting the listed property sector.  Accordingly, the Transaction provides ASIF 
with the opportunity to acquire AEU at what we consider to be a discounted price. 

 The agreed price of $1.02 and $0.996 for AEU and ABNASIT respectively reflects an estimated 
weighted distribution yield of 13.20%.  The agreed transfer price for the AEU units is fixed under 
the Call Option.   Therefore, ASIF will benefit if the market value of the AEU and/or ABNASIT units 
increase during the term of the Call Option.  ASIF is not exposed to any downside risk, as there is 
no obligation on ASIF to exercise the Call Option. 

 Api’s investments in AEU and ABNASIT both generate strong income returns.  The acquisition of 
these investments by ASIF is expected to be earnings accretive to ASIF. 

 The distributions paid each year by ASIF historically have exceeded the net earnings of the Fund, 
prior to taking into account unrealised gains on the value of ASIF’s investments.  The exercise of 
the Call Option is expected to result in an improvement in ASIF’s underlying earnings, which will 
decrease the capital return component of ASIF’s future distributions. 

 The Transaction has helped protect the value of ASIF’s investment in Api.  The Transaction has 
provided a mechanism for Api to reduce its level of bank debt and minimise the need to sell a 
large portion of its investment portfolio.   There is a risk that the on-market disposal of such large 
parcels of securities may further reduce the market price of Api’s securities and consequently the 
market value of ASIF’s investment in Api. 

 The Transaction is consistent with ASIF’s investment strategy to focus on acquiring high yielding 
social infrastructure assets with stable long term cash flows. 
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Disadvantages  

We have not identified any disadvantages to ASIF unitholders from approving the exercise, at a future 
time, of the Call Option granted by Api in favour of ASIF. as the Call Option is structured to protect 
ASIF’s interests and there is no obligation on ASIF to exercise the Call Option. 

7.3 Conclusion 
In our opinion it is in the best interests of for ASIF unitholders to approve the exercise of ASIF’s rights 
under the Call Option. 
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8. Qualifications, Declarations and Consents 

8.1 Disclosure of Communications 
Neither the firm nor any member of the firm has had any shareholding in or is associated with AFML, 
Api or ASIF.  William Buck is entitled to a fee for its professional services in preparing this report. The 
fee for this report will be charged on a “time cost” basis in accordance with our standard schedule of 
hourly rates and disbursement charges. 

An advance draft of this report was provided to AFML.  As a result, certain changes were made to 
factual statements in the report. However, there were no alterations to the methodology, valuations or 
conclusions. 

8.2 Qualifications and Declarations 
William Buck is licensed under the Corporations Act as an investment adviser and licensed dealer in 
securities.   

Our opinions are based on economic, market and other conditions prevailing at the date of this report.  
Such conditions can change significantly over relatively short periods of time.   

Our report is also based upon financial and other information provided by AFML and other publicly 
available information.   We have considered and relied upon this information and believe that the 
information provided is reliable, complete and not misleading and we have no reason to believe that 
material facts have been withheld.  The information provided was evaluated through analysis, enquiry 
and review for the purpose of forming an opinion on the Transaction from the perspective of the 
unitholders of Api.  However, in assignments such as this, time is limited and we do not warrant that 
our enquiries have identified or verified all the matters which an audit, extensive examination or ‘due 
diligence’ investigation might disclose.  None of these additional tasks have been undertaken. 

An important part of the information based in forming an opinion of the kind expressed in this report is 
the opinions and judgment of management.  This type of information has also been evaluated through 
analysis, enquiry and review to the extent practical.  However, it must be recognised that such 
information is not always capable of external verification or validation. 

AFML has agreed to indemnify William Buck in relation to any claim arising from or in connection with 
its reliance on information or documentation provided by or on behalf of AFML which is false or 
misleading or omits material particulars or arising from any failure to supply relevant documents or 
information. 
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Appendix 1:  Comparable Companies – Overview 
Below is a listing of descriptions for each comparable company used in the above report. 

Listed Property Trust 
 ALE Property Group (LEP) is stapled security structure with investments in a portfolio of hotels 

and pubs throughout Australia. The Group comprises ALE Property Trust and ALE Property 
Management. ALE Property Trust was established to acquire and own a portfolio of 103 pubs 
valued at $791.2m as at June 2007. The Trust will be managed by ALE Property Management 
Limited. 

 Bunnings Warehouse Property Trust (BWP) is focused on warehouse retailing properties and, in 
particular, Bunnings warehouses. All properties owned by the Trust are on long term leases to 
Bunnings Pty Ltd, a wholly owned subsidiary of Wesfarmers Ltd. The responsible entity for BWP is 
Bunnings Property Management Limited. 

 ING Real Estate Entertainment Fund (IEF) invests in the freehold of entertainment venues, hotels 
and bars located throughout Australia. The Fund has no involvement in the operation or 
management of any hotel business within its portfolio and receives income, as rent, from long-
term leases with experienced hotel operators.  

 ING Real Estate Community Living Fund Group (formerly ING Real Estate Community Living 
Fund) is a listed property trust which invests in seniors and student accommodation. The Fund 
has a portfolio of 122 seniors and student housing properties valued at $1.2 billion in Australia, 
Canada, New Zealand and the United States. 

 Babcock & Brown Residential Land Partners Group is a member of the Babcock & Brown group of 
companies. The Fund provides investors with exposure to the development of a diversified 
portfolio of Residential Land Projects. 

 Carindale Property Trust's (formerly Suncorp Property Trust) sole investment is a 50% interest in 
the Westfield Carindale Shopping Centre, Brisbane's largest regional shopping centre located 
southeast of the Brisbane CBD. The Centre includes a department store-based shopping centre, 
tavern and home and leisure centre. 

 Timbercorp Primary Infrastructure Fund acquires agricultural properties including associated 
infrastructure and permanent water rights, for use in agribusiness projects. The Fund was 
established to acquire agricultural properties including associated infrastructure underpinned by 
long term leases to Timbercorp Limited, who owns 45% of the issued units in the Fund. 

 ING Real Estate Healthcare Fund is a property trust that invests in properties used to provide 
healthcare or associated services. The Fund will receive rental income from leases to experienced 
healthcare operators and will not participate in the operation or management of any healthcare 
business. 

Listed Infrastructure Trusts 
 Macquarie Airports is an infrastructure investment company whose portfolio is comprised of airport 

assets located throughout the world. 

 Transurban Group is involved in the operation of the Melbourne City Link and the Hills Motorway 
M2 toll roads.  The Group is also involved in developing and operating electronic toll systems. 

 Macquarie Infrastructure Group is an infrastructure investment group whose portfolio is comprised 
of toll road, tunnel and bridge assets located throughout Australia, Europe and North America. 

 Asciano Group owns and operates transportation infrastructure.  The Company owns and 
operates container terminals, bulk export facilities, stevedoring equipment, and rail assets.  
Asciano operates in Australia and New Zealand. 
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 Australian Infrastructure Fund is an investment company incorporated in Australia.  The objective 
of the Fund is to provide yield to unit-holders and sustained capital growth of investments. The 
Company mainly invests in unlisted transport infrastructure assets, with airports comprising the 
majority of the portfolio, but also investing in seaports, tollroads and rail businesses. 

 Babcock & Brown Infrastructure Group owns a portfolio of infrastructure assets. The Company 
owns electricity generating and energy transmission and distribution facilities, a coal export 
terminal, a port, and a railroad. 

 ConnectEast Group provides the financing, design, construction, operation and maintenance of 
the Mitcham to Frankston Freeway Project in Australia. 

 SP Ausnet owns and operates electricity transmission and electricity and gas distribution assets in 
Victoria, Australia. 

 Spark Infrastructure Group invests in utility infrastructure assets in Australia. 

 DUET Group invests in energy utility assets located in Australia and New Zealand.  The Group's 
investment assets include gas pipelines and electricity distribution networks. APA Group has 
interests in a portfolio of high-pressure gas transmission pipelines in Australia covering four states 
and two territories which transport natural gas. 

 Envestra Limited operates natural gas distribution networks and transmission pipelines in South 
Australia, Queensland and the Northern Territory. The Company's networks distribute gas to 
households and businesses in Adelaide and Brisbane (North of the river), Alice Springs and 
various regional centres in South Australia and Queensland. 

 Hastings Diversified Utilities Fund invests in utility infrastructure assets such as gas transmission 
and distribution assets, electricity generation, transmission and distribution assets, hydro and wind 
power generation assets and regulated and unregulated assets. 

 Babcock & Brown Wind Partners is an investment fund that owns interests in wind farm assets. 
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Appendix 2:  Sources of Information 
In preparing this IER, we have had access to the following principal sources of information: 

 Call Option Deed dated 4 April 2008 over units in AEU and stapled securities in ABNASIT; 

 Written correspondence between AFML as the responsible entity for Api Fund and the NAB; 

 Various minutes and Board papers of AFML Board of Directors meetings. 

 Various NAB facility agreements including Deed of Amendment and Restatement dated 4 April 
2008, Amended Corporate Letter of Offer dated 4 April 2008 and Intercreditor Deed dated 4 April 
2008; 

 Public available information on Api, ASIF, AEU and other listed property trusts in general, 
including media releases, ASX and APX announcements and websites; 

 Various legal documents, advice letters and agreements; 

 ABN AMRO Social Infrastructure Trust Information Memorandum, issued in June 2007; 

 AEU Half year financial results for period ended on 31 December 2007; 

 AEU Annual financial results for year ended on 30 June 2007; 

 Various financial databases including Bloomberg Financial L.P and Aspect Huntley Pty Ltd; and 

 Various industry reports on Australian Listed Property Sector. 

We have also held discussions with, and received information from, the management of AFML. 
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Appendix 3:  Abbreviations 
AAS Australian Auditing Standards 

ABNASIT ABN AMRO Social Infrastructure Trust 

ABN AMRO ABN AMRO Investments Australia Limited 

ACT  Australian Capital Territory 

AEU Australian Education Trust 

AFSL Australian Financial Services License 

AFML Austock Funds Management Limited 

Api  Api Fund 

APX Australian Pacific Exchange 

A-REITS Australian Real Estate Investment Trusts 

ASIF Australian Social Infrastructure Fund 

ASIC Australian Securities and Investments Commission 

ASX Australian Stock Exchange 

CBD  Central Business District 

EBIT Earnings before interest and tax 

FSG Financial Services Guide 

FUM Funds Under Management 

FY2006 Financial Year ended 30 June 2006 

FY2007 Financial Year ended 30 June 2007 

HY2007 Half Year ended 31 December 2007 

IER Independent Expert’s Report 

LVR Loan to Value Ratio 

NAB National Australia Bank Limited 

NTA Net Tangible Assets 

PPP Public Private Partnerships 

PE ratio Price earnings ratio 

RE Responsible Entity 

REITS Real Estate Investment Trusts 

RG74 ASIC Regulatory Guide:  Acquisitions Agreed to by 
Shareholders 

RG75 ASIC Regulatory Guide:  Independent expert reports to 
shareholders 

S&P ASX 200 A-REIT index Standard and Poors ASX 200 A-REIT index 

SPV Special Purpose Vehicle 

The Act Corporations Act 2001 

US United States of America 

William Buck William Buck Financial Services (Vic) Pty Ltd 

$’000 Thousands (Australian Dollars) 
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