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Tile directors of Align Funds Management Limited ('Align'), the Responsible Entity for Timbercoin Phinary
Infrastructure Fund ('the Fund') present their report for the Fund and its controlled entities ('the Group') for the year
ended 30 June 2011.
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AND CONTROLLED ENTITIES

ARSN 116024 830

Directors

The names of the directors in office during or since the end of the year are:
A1aii Ficher

Trevor Moyle
Sam Baillieu

Principal Activity

Tlie principal activity of tile Group during the year was to Inonitor the holding of the proceeds from sale of 111e Group's
properties, which are held by Receivers and Managers, and to act in relation to the action instituted by the secured
lender, ANZ Banking Group Limited, to detennine the respective rights to those sale proceeds as set out by the Supreme
Court of Victoria.

Review croperations

During the year ended 30 June 20/11he Group earned interest on the proceeds from the sale of the three properties
which had been sold in the previous financial yearby the Receivers & Managers, as follows:

DIRECTORS' REPORT

Settlement Date

19 February 2010
19 February 2010

9 April 2010

Tile Group continued to accrue interest o11 borrowings whicliremain due to the secured lender by the subsidiary trusts as
the proceeds from tile sale of tile properties are not available to tlie secured lender untiltlte above detem, ination has
been made by the Supreme Court. Interest is also continuing to accrue on the TPIF Bonds which remain as borrowings
of the parent trust. Receivers and management lees are also continuing to be incurred.

Operating Results

The loss of the Group for the year was $6,396,129. This loss is the result of the Group earning deposit rate interest on
the proceeds from the sale of properties but continuing to incur ongoing finance costs and inariaoement costs as well as
costs associated with the receivership of tile sub-trusts.

The operating result for the year and the assets of the Group do not take into account future costs which may yet be
deducted by the Receivers or as directed by the Supreme Court of Victoria,

The appointment of Receivers to the sub-trusts of the Fund has placed the Fund in technical breach of its obligations to
the Trustee for the Bond Holders. The Trustee has given notice of Ihe crystallisation of the charge to the Bond Holders,
but has taken no further action to enhance such charge. The directors continue to be in regular communication willIthe
Trustee and Bond Holders coliceniing developnients with the legal proceedings and the eventual settlement of the
liabilities of the sub-trusts.

Property
Yungera
Liparoo
Solora

It should be stressed that the directors do not have control of any assets of the sub-trusts or the legal proceedings but
continue to nionitor developments o11 a regular basis,

Net Asset Position of the Group

Unit holders should be aware that the financial statements of the Group as at 30 June 2011 have not been prepared on a
liquidation basis and they do not take into account future costs relating to the Receivers, legal advisors, fund operation
and management, interest costs on borrowings or potential claims against the proceeds from sale of the properties,

Considersiion

$116.3 In illion

$43.6 million

$13.1 million



Significant Changes in State of Affairs

Oilier than as disclosed above, 110 sionificaiit changes in the Group's state of affairs occurred during the year.

After Reporting Period Events

TIMBERCORPPRIMARYINFRASTRtlCTIJREFUND
ANDCONTROLLEDENTITIES

ARSN 116024 830

@ RightsqfGro, "ers'Scl, e", us

On 15 June 2011, Justice Davies of the Supreme Court of Victoria handed down her decision in the test case of BOSl
Security Services Limited v Australia and New Zealand Banking Group Limited & Ors. (*tlie Almond Land case'). That
case determined some related/complimentary issues concerning the Timbercorp Allnond Schemes, The decision has
been appealed by lawyers representing the ^^nS Growers and a dale for hearing that appeal has yetto be set.

The Supreme Court is also yet to determine the growers' rights and the value of those rights. ifany* in relation to the
almond and citrus schemestliat were being conducted on tile Group's properties. Various almond schemes were
conducted on the Group's Liparoo and Yungera properties and a citrus scheme on the Group's Solora property.

In December 2011, the secured lender, ANZ Banking Group Limited. initiated proceedings in the Supreme Court of
Victoria to purstie its interests in the proceeds from sale of the Liparoo* Yungera and Solora properties and to have the
Growers' rights in relation to those property proceeds determined.

In July 2012 two seperate Deeds of Compromise were entered into in relation to proceeds from the sale of the Solora
citrus property and the Liparoo/Yungera almond properties. Those Deeds set out an agreed position between the
secured lender. representative Growers from the Timbercoin Citrus Projects and Timbercorp Almond Projects, the
Liquidator of Timbercoin Limited Group and the Trustees of the TPIF subsidiary trusts and detailthe agreed antounts to
be paid to the Responsible Entity oftlie Timbercoin Schemes fortheir Growers. Each Deed is conditional upon its
approval by the Supreme Court ofVictoria and also upon tlie approval by the Courtofthe other(four) Deeds of
Compromise that the Court is considering in relation to other Timbercoin Schemes. The Supreme Court has set a
hearing date of5 October 2012 to consider these Inaners.

Until such time as these legal issues are determined tliere is no Inariner in wliich the directors can make a reasonable
assessment of the residual value of the sale proceeds.

fin Profession"JIMle, ""10,111s, ,in"ce

Under its Australian Financial Services Licence, Align is required to maintoin an insurance policy covering professional
indemnity ('PI') and fraud by officers that is adequate, having regard to the nature of the activities carried out by the
licensee 11nderthe licence. and which covers claims amo11nting in aggregate to a minimum of $5 million.

There has been a significanttighteiiing of the minsurance market following the demise of major agricultural managed
investment schemes and difficult conditions faced by 111e funds nianagement industry. As a consequence, and despite tlie
best efforts of the directors, Align has been unable to renew its minsurance policy forthe minimum amount of cover of
$5 n, illion and 11as advised ASIC of the lesser cover of $1 million that it 11as been able to obtain.

Likely Developments

Due to continuing borrowing costs being incurred by the Group, and irrespective of the outcome of the legal entitlement
of Timbercorp Growers to the net proceeds fronitlie sale of the Group's properties, there will be insufficient funds to
pay the liabilities due 10 the secured TPIF bond holders. Accordingly, unit holders in the Fund will not receive any
further distributions or any ret11rn of capital.

Other than the niatters previously discussed, the directors are not aware of ally likely developments that are outside the
normal operation of the Group.

Environmental Issues

DIRECTORS' REPORT

To the best of the directors' knowledge, all activities are performed in accordance with the requirements of relevant
environmental regulations.

Distributions paid or recommended

The directors nave riot declared or paid a distribution for the year ended 30 June 2011



Options

No options have been issued during or since the financial year and there were no options outstanding at the end of the
financial year.

Indemnifying of Officers or Auditor

During the year, the Responsible Entity of the Fund has paid premiums in respect of an insurance contractto indemnify
officers against liabilities tliat may arise from their position as officers of the Fund. Officers indemnified include all
directors, the company secretary and all executive officers participating ill the Inanegement of the Fund.

Further disclosure required under section 300(9) of the Corporations MCI 2001 is prohibited under the terms of the
contract.

TIMBERCORPFRIMARYINFRASTRliCTl. IREFUND
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Proceedings on behalfofthe Fund

No person has applied for leave of Counto bring proceedings on behalfofthe Fund or intervene in any proceedings to
which the Fund is party for the purposes of taking responsibility on behalf of the Fund for all or part of those
proceedings.

The Fund was not a party to any such proceedings during the financial year.

Fees paid to and unit holdings oilhe Responsible Entity or related parties of the Responsible Entity

All fees paid and units held are disclosed in Note 12 "Related Party Transactions".

Units in the Fund issued during the year

The Fund did notissue any units during the year.

Vaine of Fund assets

DIRECTORS' REPORT

The value of the group's total assets as at 30 June 2011 was $173.6m. The value of the Group*s assets is determined on
the basis set out in note I of the financial statements.

Directors interest in the Fund

As at the date of this report

(a) there are no directors who nave a relevant interest in units in the Fund;

(b) no director 11as any rights or options over units in the Fund; and

(c) there are no contracts to which a director is a party or under whicli a director is entitled to a benefit and that
confer a right to calllbr or deliver interests in the Fund.

Auditor's Independence Declaration

A copy of the auditor's independence declaration as required under section 307C of the Corporalions MCI 2001 is
enclosed.

Signed in accordance with a resolution oftl\e Board of Directors:

I'
A1an Fisher

Chairman

Melbourne

5 September 2012
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CONSOLIDATEDSTATEMENTOFCOMPREHENSIVEINCOME
FORTHlBYEARENDE030JUNE2011

Property income
- rental revenue

-recovery of outgoings
- property expenses

Net property income

Interest income - other persons
Other income -reversal ofGST provision
Responsible entity's fee
Receivers fees

Legal fees

Corporate finance consultants
Liquidator fees of related Ms projects
Other expenses
Finance costs

Changes in fair value of investment property - realisation basis

Loss for the year

Other comprehensive income

Total coinpreliensive loss for the year

Notes

Conso"dated

2011 2010

$ S

5 255

(5,255) (1,646,940)

9,313,865 3,126,135

827,648

(826,278) (837,880)
(164,319) (540,180)

(3,999) (2,314,800)

300,000

14,994

(I, 96 1,934)

(299,734)

(373,200)

(239,920) (546,524)

(15,297,871) (15,292,916)
(727,648)

A

J

6 396 129

6 396 129

(19,453,687)

The accompanying notes form part of these financial statements.
4

(19,453,687)
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CONSOLIDATEDSTATEMENTOFFINANCIALPOSITION
As AT30JUNE20ii

ASSETS

Current assets

Cash and cash equivalents

Trade and other receivables

Total current assets

Total assets

LIABILITIES

Current Iiab"mes

Trade and other payables

Interest bearing liabilities

Total current liabilities

Total liabilities

Netassets

Notes

EQUITY

Settlement capital

Accumulated losses

Consolidated

2011 2010

$ $

4

5

Total equity

172,529,727

1,078,292

173,608,019

156,963,379

8,509,637

173,608,019

165,473,016

6

7

165,473,0 16

3,846,352

165,739,321

169,585,673

4,568,216

150,486,325

169,585,673

155,054,541

4,022,346

8

9

155,054,54 I

54,935,759

The accompanying notes form part of these financial statements.
5

10,418,475

50 913 4/3

4,022,346

54,935,759

(44,5 17,284)

10,418,475
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CONSOLIDATEDSTATEMENTOFCllANGESINIBQUITY
FORTHEYEARENDE030JUNE2011

Total equity at the beginning of the year

Loss for the year

Transactions with unit holders in their capacity as unit holders:

- Distributions declared or paid

Total equity at the end o11he year

Conso"dated

2011 2010

$ S

10,418,475 29,872,162

(6,396,129) (19,453,687)

4,022,346 10,418,475

The accompanying notes form part of these financial statements.
6
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Cash flows from operating activities

Receipts from customers

Payments to suppliers

Interest received

Finance costs paid

CONSOLIDATEDSTATEMENTOFCASHFLOWS
FORTHEYEARENDE030JUNE2011

Net cash provided by I(used in) operating activities

Cash flows from investing activities

Net proceeds from the sale of investment properties

Net cash provided by investing activities

Cash flows from financing activities

Repayment of bank loans

Net cash used in financing activities

Net increase in cash and cash equivalents held

Casliand cash equivalents at the beginning of the year

Casliand cash equivalents at year end

Consolidated

2011 2010

S $

6,650

(1,153,984)

9,202,385

14 (b)

308,343

(5,305,599)

2,159,324

(756,137)

8,055,051

7,536,176

(3,594,069)

7 536,176

164,624,253

164,624,253

24,879

24 879

15,566,348

156,963,379

14 (a)

(8,336,907)

(8,336,907)

154,560,497

172,529,727

The accompanying notes form part of these financial statements.
7

2,402,882

156,963,379
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Reporting Entity

These financial statements are for the entity Timbercorp Primary Infrastructure Fund ('the Fund') and controlled
entities ('the Group'). The Fund is a registered managed investment scheme (now delisted) established and
domiciled in Australia. The Responsible Entity of the Fund is Align Funds Management Limited ('Align').

Basis of Preparation (Realisation)

The financial statements are general purpose financial statements that have been prepared in accordance with
Australian Accounting Standards, other authoritative pronouncements of the Australian Accounting Standards
Board and tile Cowo, '@!ions AC! 2001.

STATEMENTOFSIGNIFICANTACCOUNTINGPOLICIES

NOTESTOTHEFINANCIALSTATEMENTS

FORTHEYEARENDE030JUNE2011

file following circumstances have caused tile directors to conclude that the Fund will not continue as a going
concern:

The Group's sole tenant, Timbercorp, was placed into the voluntary administration on 23 April 2009,
followed by liquidation on 29 June 2009. Accordingly, the Group 11as notreceived rental income beyond
111e quarter ended 30 June 2009, and subsequent receipt of any entitlement for rental income under the
long-ternilease agreenients is considered doubtful;

Since the administration of Timbercoin, the directors vigorously explored all available options that might
ensure the continuation of the Group, however, on 15 September 2009, Receivers and Managers were
appointed to each of tile Fund's subsidiaries, whicli represent substantially all of the Group's assets.

Due to continuing borrowing costs being incurred by the Group, and irrespective of the outcome of the
legal entitlement of Timbercoin Growers to the net proceeds fronithe sale of the Group's properties, there
will be insufficient funds to pay the liabilities due to the secured TPIF bond holders,

Accordingly. the financial statements have not been prepared on a going concern basis, but rather have been
prepared on a realisation basis.

The financial statements therefore includes necessary adjustments relating to the recoverability and classificaiion
of recorded asset amounts and the ainounts and classification of the liabilities on the basis the Fund will not

continue as a going concern.

Coinplib"eel, lift lFRSs

The financial statements comply witli International Financial Reporting Standards ('IFRS') as issued by the
1/1teniational Accounting Standards Board.

Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in this financial
report.

(a) Principles orco"solidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of the Fund as at 30
June 2011 and the results of its subsidiaries forthe yearthen ended.

A SIIbsidiary is any entity over which the Fund has the power to controlthe financial and operating policies so as
to obtain benefits froni its activities.

All inter-entity balances and transactions between entities in the Group, including any unrealised profits or
losses, have been eliminated on consolidation. Details of the controlled entities are contained ill Note 10.



NOTE I:
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(b)

Rental income 1101n operating leases is recognised as income on a straight-line basis over the lease term.

Rental income received in advance is brouoht to account as linearned income.

Interest incoine is recognised in tile income statement on a time basis using the effective interest rate method

Distribuiion income is recognised when 111e riglit to receive a distribution has been established.

Other income is recognised when the right to receive the revenue has been established,

Allincome is stated net of the amount of goods and services tax.

(c) Financial instruments

Financial assets and financial liabilities are recognised on the balance sheet when the Fund becomes a party to
the contractual provisions of the instrument.

Cash grid ca. SII eqi, ill"fonts

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value.

nude andothei. payables

Trade and other payables represent liabilities for goods and services provided to the Fund prior to the end of the
financial year which are unpaid at year end, Trade and other payables are recognised initially at fair value and
subsequently measured at amortised cost.

A liability is recognised for distributions declared or committed to which are unpaid at year end.

Findiiciol!jab, Vines und eqi, ity

Financial liabilities and equity instruments issued by 111e Group are classified accordino to the substance of the
contractual arrangements entered into and the definitions of a financial liability and an equity instruinent, The
accounting policies adopted for specific financial liabilities alld equity instruments are set out below.

Borrowings

Interest-bearing loans and overdrafts are initially Ineasured at fair value, net of uriamortised transaction costs,
and are subsequently meastired at amortised cost. Any difference between the proceeds (net of transaction costs)
and the redemption ainotint is recognised in the income statement over the period of the borrowings using the
effective interest rate metliod.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of
the liability for at least 12 months after the balance sheet dale.

Invest"!e"!s in contr. oned e"lilies

STATEMENTOFSIGNIFICANTACCOUNTING POLICIES(continued)

Revenue

NOTESTOTHEFINANCIALSTATEMiBNTS
FORTHEYEARli;NDE030JUNE2011

Investments in controlled entities in the parent entity are measured at cost less any impairment losses. The
underlying net asset position of each controlled entity is considered when delennining the recoverable amount of
investments in controlled entities. The net asset position oreaclt controlled entity is based on the fair values of
underlying assets held by each controlled entity, and therefore does not include any costs to sell which may be
incurred upon subsequent disposal of these assets.



NOTE I: STATEMENTOFSIGNIFICANTACCOUNTING POLICIES(continued)

(d) FinancingCosts

Financing costs are recognised IISing the effective interest rate applicable to the financial liability,

(e) Goodsa"dServicesTax(GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Taxation Office. 1/1these circumstances the GST is recognised
as part of the cost of acquisition of the asset or as part of all item of expense. Receivables and payables in the
statement offinaricial position are shown inclusive of CST.

co Income tax

Under currentincome tax legislation* the Group is not liable for income tax provided its taxable income is fully
distributed to unit holders.

TIMBERCORPPRIMARYINFRASTRl. ICTtInnFUND
ANDCONTROLLEDENTITIES

ARSN 116024830

NOTESTOTllEFINANCIALSTATEMENTS
FORTHEYEARENDE030JUNE2011

(g) Criticaljudgmentsandsignificantacco"ntingestimates

The preparation offinaricia! stateInents requires the directors to makejudgments, estimates and assiimptions that
affect tile application of accounting policies and tile reported amounts of assets, liabilities. income and expenses.
Actual results may differ from these estimates.

Estimates and assuniptions are reviewed o11 an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised and in any fLiture periods affected,

Onto@111, dgme"Is -./ixedprice coniracis

As outlined in Note 15 Contingent Liabilities, capital works have been performed (by Timbercorp Asset
Management Pty Ltd) on the Yungera and Solora South properties up to 30 June 2009 ill accordance with fixed
priced contracts. The directors, after giving due consideration to this matter, have concluded persuasive evidence
exists that these capital works appropriate Iy represent only a contingent liability to the Fund.

CriticalI"dgme"Is- c!qss!ficaiio" of saleproceedr (2010)

The property sale proceeds of $173 million (before related selling costs) are inclusive of $9.3 million attributed
to the sale of an interest in the 2010 crop, which is in lieu of rental income riot received during the period of sale.
Having regard to the substance of the transaction, tile directors have determined that the $1 73 million should be
accounted for as the sale of the property in its entirety, notwithstanding various agreements attribute values to
various categories for legal and other commercial reasons. This judginent only impacts the classification of sale
proceeds* and has no bearing o11the reported loss forthe year, or net asset position at 30 June 20 11.

(in) Accounting standardsapplicablebu, notyetadopted

No new standards, amendments or interpretations issued are expected to affectthe Group.



FINANCIALRISKMANAGEMENT

The Group's investing activities expose it to various types of risk that are associated with the financial
instruments and markets in which it invests. The InOSt important types of financial risk to which the Group is
exposed to is market risk, credit risk and liquidity risk. The Responsible Entity is responsible for determining
objectives and risk policies. Tlie exposure to eacli of these risks, as well as the Group's policies and processes for
managing these risks are described below.

(a)

Market risk embodies the potential for both loss and gains and would normally include CLIrrency risk, interest
rate risk and other price risk.

The Group 11as no exposure in relation to currency risk as it does nottrade in foreign currencies.

The Group has jiniited short-term exposure to interest rate risk. Interest-bearing financial assets are limited to
cash and cash equivalents which have variable interest rate terms. Interest-bearing financial liabilities include
bonds and bank loans which have fixed interest rate terms as detailed in Note 13. These financial liabilities will

be subject to interest rate risk at their various maturity dates ill future financial years,

The Group has no exposure in relation to other price risk.

(b) Credit risk

Credit risk is the risk that a party to the financial instrument will cause a financial loss to the Group by foiling to
discharge an obligation. The Group is exposed to credit risk through the financial assets listed below. The table
also details the niaximuin exposure to credit risk for eac!I of Ihe classes offinaricialinstrument.

NOTE 2:

TIMBERCORPPRll\tARYINFRASTRtlCTUREFtlND
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NOTESTOTHEF'INANCIALSTATEMENTS

FORTHEYEARENDE030JUN182011

Market Risk

Cash at bank

Trade and other receivables

Maximum exposure to creditrisk

The Group Inariages credit risk and the losses which could arise from default by ensuring that parties to
contractual arrangements are of an appropriate rating.

Cash at bank is held with repuiable organisations.

(c) Liquidityrisk

Liquidity risk is the risk that an entity will encounter difficulties in meeting obiinatioiis associated \vith financial
liabilities. The Group monitors its exposure to liquidity risk by ensuring that on a daily basis there is sufficient
cash on hand to meet the contractual obligations offinaricialliabilities as they fall due, including redemptions to
unitholders. The Group manages liquidity risk by maintaining adequate cash reserves and by continuously
monitoring forecasts and actual cash flows. This can involve adjustinn tlie timino and amount of distributions
paid, and consideration to Ihe required levels of long-term capital.

Consolidated

2011 2010

$ $

172,529,727

1,078,292

173,608,019

156,963,379

8,509,637

165,473,016
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NOTESTOTHEFINANCIALSTATEMENTS
FORTHEYEARENDE030JUNE2011

NOTE2: FINANCIALRISKMANAGEMENT(continued)

(c) Liquidity risk(continued)

Tile maturity of financial liabilities at reporting date are shown below, based on the contractual terms of each
liability in place at reporting date, The amounts disclosed are based on undiscounied cash flows.

Gro, ,p: 2011

Trade and other payables

Nori-interest bearing

Less than I

year

Interest-bearing liabilities
Fixed interest rate

Gro, ,p: 2010
Trade and other payables

Nori-interest bearing

Interest-bearing liabilities
Fixed interest rate

$

I -2

years

S

3 846 352

2 - 5

165,739 21

years

$

More than

5 years

S

4,568,216

Total

contractual

cash mows

$

150,486,325

Carrying
Amount

liabilities

$

3,846 352

165739 21

3 846 352

165,739 21

4,568,216

150,486,325

4,568,216

150,486,325
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NOTESTOTHEFINANCIALSTATlBMENTS
FORTHEYEARENDE030JUNE2011

NOTE3: EXPENSES

Loss for the year includes the following specific
expenses:

Finance costs

. interest paid
- amortisation of capitalised borrowing costs

Remuneration of the auditors for:

- audit of the financial report
- review of the half-year financial report
- compliance plan audit

NOTE4: CASHANDCASHEQUIVALENTS

Cash at bank

Note

The effective weighted average interest rate on cash is 5.68% (2010: 5.50%).

Substantially all of the casli at bank is held in trust accounts and cannot be used to settle liabilities of the Group
until such time as 111e Supreme Court has made a determination in respect of grower richts.

Consolidated

2011 2010

S $

15,297,871

15,297,871

14,610,257

682,659

37,000

18,000

4,000

15,292,916

59,000

37,000

18,000
4,000

172,529,727

59,000

156,963,379
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NOTESTOTEIEF'INANCIALSTATEMENTS

FORTHEYEARENDE030JUNE2011

NOTES: RECEIVABLES

CURRENT

Trade receivables

Less impairnieiit provision
Nettrude receivables

Accrued interest income

Property sale proceeds receivable

Trade and other receivables are non-interest bearing. The fair value orallreceivab!es is not materialIy different
from the carrying amount.

a) Ageing and impairment losses

The ageing of trade receivableSIbrthe group at the reporting date was:

Note

Not past due
Past due 0 - 30 days
Past due 31 - 60 days
Over 60 days

Consolidated

2011 2010

$ $

The directors establish specific allowances for impairment when the recoverability of any receivable is doubtful,
The allowance account for receivables is used to record impairment losses unless the entity is satisfied that Ihere is
no recovery oftlie amount possible, at which point it is written off directly against the amount owintr.

by Creditrisk

The maximum credit exposure to credit risk Ibi. both the Group is the dross amount of all receivables.

493,379

493,379

Gross

2011

S

1,078,292

500,029

(493,379)

Group
Impairment

2011

$

1,078,292

NOTE 6:

CURRENT

Amounts payable to:
- the Responsible Entity
-the Property Manager
Sundry creditors and accrua!s

6,650

966,811

7,536,176

493,379

493,379

8,509,637

PAYABLES

Gross

2010

S

(493,379)

Trade and otlier payables are non-interest bearing.

(493,379)

Impairment
2010

$

500,029

500,029

(493,379)

(493,379)

1,660,323

644,597

1,541,432

3,846,352

834,045

644,597

3,089,574

4,568,216
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NOTE 7:

CURRENT

Secured liabilities

Bonds

Bank loans

Accrued interest

Other loans

NOTESTOTHEFINANCIALSTATEMENTS

FORTHEYEARENDE!030JUNE2011

INTEREST-BEARINGLIABILITIES

The investment property (up to the date of sale), with a carrying value of $173 million, was pledged as security.

(a) Bonds

The following TPIF Bonds were on issue daring the financial year:

Bonds

Series I

Series 2

Series 3

Consolidated

2011

S

The TPIF Bonds are secured by a fixed and floating charge overthe assets of the Group.

The covenants within the TPIF Bond Trust Deed require liabilities, adjusted for casli, 1101 to exceed 80% of all assets,
adjusted for cash, calculated on a consolidated basis. The Group was in breach of this covenant at reporting date.

(b) Bank loans

The Group was in breach of covenants and previous negotiations with ANZ in respect of maintaining the finance facility
were unsuccessful. Consequently, Receivers and Managers were appointed to the each of the subsidiaries on 16
September 2009.

(a)

(b)

Issue date

2010

$

30 September 2005

26 May 2006

26May2006

31,850,000

102,436,214

31,153,107

300,000

Face Value

(s)

165,739,321

3 1,850,000

102,461,093

15,875,232

300,000

10,100,000

11,750,000

10,000,000

3 1,850,000

150,486,325

Fixed

Interest

rate

9.50%

9.00%

8.65%

Maturity dat

30 September 2012

31 March 2013

31 March 2013
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NOTE8: SETTLEMENTCAPITAL

53,303,134 (2009: 53,303,134) fully paid ordinary units

Represented by:

Fully paid ordinary units

IsSIIe costs incurred

Equity buy-back costs

NOTESTOTHEFINANCIALSTATIBMENTS
FORTHEYlBARENDE030JUNE2011

Each unit represents a rightto an individual share in the Fund and does riot extend to a right to the underlying assets of
the Fund. There are no separate classes of units and each unit has the same rights attaching to it as all other units in the
F1ind. Units will not be redeemable, unless the Responsible Entity makes a redemption facility available or a
witlIdrawal offer hithe future, in accordance wint the constitution,

Capital risk management

The Fund regards total equity as its capital. The objective of the Fund is to provide unit-holders with regular tax-
advantaged income distributions over the life of the Fund through the acquisition, development and management of
agricultural investnient properties, whilst maintaining sufficient liquidity to safeguard their ability to continue as a going
concern.

NOTE 9: ACCUMULATED LOSSES

Accumulated losses alllie beginning of the financial year
Netloss forthe year

Accumulated losses allhe end of the financial year

Consolidated

2011

S

\

54,935,759

2010

$

NOTE 10:

The consolidated financial statements incorporate the assets, liabilities and results of the followino controlled entities in
accordance with the accounting policy note described in note I(a).

Name of entity

Timbercorp Orchard Trust#2
Timbersorp Orcliard Trust #3
Timbercorp Orchard Trust #5

56,472,418

(1,483,832)

54,935,759

OTHERFINANCIALASSETS

52 827

54,935,759

56,472,418

(1,483,832)

(52,827}

54,935,759

NOTE 11:

Details of the Group's capital coinmiinients are contained in Note 15 Contingent Liabilities.

CAPITALAND LEASINGCOMMITMENTS

Entity Type

Unit Trust

Unit Trust

Unit Trust

(44,517,284) (25,063,597)
6 396 129

50 913 4/3

Country of Incorporation

Australia

Australia

Australia

(19,453,687)

(44,517,284)

Equity
Holding
100%

100%

100%
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NOTE 12: RELATEDPARTYTRANSACTIONS

Responsible Entity

The Responsible Entity of Timbercorp Primary Infrastructure Fund is Align Funds Management Limited.

Align receives a fee of 0.50% of the market value of the Group's assets per annum, calculated monthly at the end of
each lnontl, and payable at the end of each 11alf-year, subject to it receiving a minimum fee of $155,837 eacli halfyear.

Tlie Responsible Entity will, in addition to its reinuiieration, be reiinbursed out of the Group for all out-OFpocket
charges, expenses and outgoings reasonably and properly incurred by or on behalfofthe Group in accordance with the
constitution.

NOTESTOTHEF'INANCIALSTATEMENTS
FORTHEYEARENDE030JUNE2011

Property Manager

Timbersorp Asset Management Ply Limited ("TAM"), a wholly owned subsidiary of Timbercorp. was previously
engaged to acquire, develop, lease, Inariage and dispose of the Group assets. TAM received a fee of 0.75% of the market
value of the Group's assets perannum, at the end oreaclihalf-year, subjectto it receiving a minimum fee of $233,756.

When Timbercorp (and its wholly owned entities including TAM) was placed into voluntary administration, the role of
Property Manager was performed by Align Asset Management Pty Ltd. Fees payable were consistent witlifees
previously paid to TAM and that role ceased following appointment of the Receivers and Managers in September 2009.

Align Asset Management Pty Ltd is a wholly owned subsidiary of Align Funds Management Limited.

Align Funds Management Ltd (Responsible Entity)
Management fees forthe year incurred by the Group to the Responsible
Entity

Aggregate amount payable to the Responsible Entity arteporting date

Consolidated

2011 2010

S $

Align Asset Management Pty Ltd (Property Manager)
Management fees fortlie year incurred by the Group to the Properly
Manager

Aggregate amount payable to the Property Manager at reporting date

Timbercorp Asset Management Pts, Ltd (former Property Manager)
Management fees forthe year inclirred by the Group to the Property
Manager

Aggregate ainouiit payable to the Property Manager at reporting dale

826,278

1,660,334

837,880

834,045

237,937

237,937

237,937

406,660 406,660
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NOTE 12:

Key Management PersonnelDisclos"res

The names and positions held of key management personnelii} office at any time during the financial year are:

Key Management Personnel

A1an Fisher
Sam Ballieu

Trevor Moyle
Andrew Ashbolt

NOTESTOT"EFINANCIALSTATEMENTS

FORTHEYEARENDE030JUN132011

RELATEDFARTYTRANSACTIONS(continued)

Key Management PersonnelCompensation

The Responsible Entity and other related entities reinuiierate key management personnel. Payments made froin the
Group to the Responsible Entity and other related entities do not include any amounts atInbutable to the compensation
of key management personnel.

Key Management Unit holdings

The number of units in the Fund held during the financial year by key
management personnel are set out below,
AndrewAshbolt

- Balance at the beginning of the year
- Additions

- Balance at the end of the year
% of units held

Consulid"ted

2011 2010

S S

SEGMENTRE?ORTING

The Group operates solely in tlie business of investment property management witliin Australia.

NOTE 133

Position

Chairman
Non-Executive Director
Non-Executive Director

Company Secretary

38,605

38,605

un. 19'0

38,605

38,605
0.1%
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NOTESTOTHEFINANCIALSTATEMlENTS
FORTHEYEARENDE030JllNE2011

NOTE 14: CASHFLOWINF'ORMATION

(a) Reconciliation of cash and cash equivalents
Cash and caslt equivalents at tile end of 111e financial year as shown in the
Statement of Cash Flows is reconciled to the related items in the Statement
of Financial Position as follows:

Cash at bank

(b) Reconciliation of cash flow from operating activities witliloss for tile
year

Loss forthe year
Non-cash flows in loss for the year
Amortisation

Changes in fair value of investment property
Clianges in assets and liabilities
Increase in receivables

Increase in payables and accrued interest

Cash flows from operations

NOTE 15: CONTINGENT LIABILITIES

(4) Growe, . rights

Tlie Supreme Court of Victoria ('Court') is yet to make a determination on what rights the growers have in relation to
the proceeds of sale of the properties, and what value, ifany, should be attributed to growers' rights to such proceeds,
The directors believe that the outcome of the legal proceedings could have nia!jor significance o11the reported net asset
position of the Group as at 30 June 2011. A liability for 111e growers' claim has not been recognised on the basis this
represents a possible, rather than actual, obligation at the time of this report, whose outcome is dependent on a
subsequent determination by the Court,

(b) Capi/al expenditt, re

The Groiip 11as $5.61n remaining of a possible obligation relating to a fixed price development contract wilh Timbercoin
Asset Management Ply Ltd ('TAM') for capital expenditure on the Yungera and Solora South properties. As at 30 June
2011, the directors estimate uriclaimed capital works are to the value of $5. Din. The directors believe it is unlikely TAM
will complete tlie remaining $06m of capital works under the contracts.

The specific terms of the fixed price contracts are such that pay, nent is only reqtiired for capital works in the event the
Fund is able to procure funds for the purpose of paying for these capital works, The directors believe the subsequent
procureinent of funds for the purpose of paying for these capital works is presently unlikely. The directors have also
taken legal advice on this rimtier, and have concluded tlie Fund does riot presently have a liability for the $5.0m of
capital works.

A liability could possibly exist in the future in the unlikely eventthe Fund is able to subsequently procure funds forthe
purpose of paying for these capital works or a compromise position is agreed with the TAM Liquidators, buttliis issue
has not been finally determined,

Consolidated

2011 2010

$ S

172,529,727 156,963,379

(6,396,129) (19,453,687)

(104,830)
14,688,581

682,659

727,648

8 055 051

(6,650)

14,455,96 I

3,594,069)
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NOTE 16: FUNDDETAILS

The principal place of business of the Responsible Entity is

Level 33, 360 Collins Street
MELBOURNEVIC3004

NOTESTOT"EFINANCIALSTATEMENTS
FORTHlBYEARENDE030JUNE2011

NOTE 17: EVENTSSUBSEQUENTTO REPORTINGDATE

Other than matters outlined in the directors' report, there are no flirther Inatteis requiring disclosure.

NOTE 182 EARNINGS PER UNIT(Eru)

Earnings per unit for (loss)/ profit attributable to the unit holders of the
Fund

Basic EPU

Diluted EPU

The following information reflects the income and securities numbers used in the calculations of 111e basic
and diluted EPU:

Consolidated

2011 2010

$ $

Weighted average number of units used in calculating basic and diluted EPU

Earnings used in calculating basic and diluted EPU

2011

cents

(11.98)

(11.98)

2010

cents

(36.44)

(36.44)

2011

Number of

units

53,386,865

(6,396,129)

2010

Number of

units

53,386,865

(19,453,687)
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NOTE 19:

Tlie following details information related to the parent entity at 30 June 2011. The inforniation presented here has been
prepared IISing the consistent accounting policies as set out in Note I.

Parent Entity

PARENTENTITYDISCLOSURE

NOTESTOTHEF'INANCIALSTATEMENTS
FORTHEYEARENDE030JIJNE2011

Current assets

Non-current assets

Total assets

Current liabilities

Non-current liabilities

Total liabilities

Net assets

Issued capital
Retained losses

Total equity

Loss forthe year

Total comprehensive loss forthe year

2011

S

204,532

43,766,697

43,971,229

39,948,883

2010

$

39,948,883

196,660

46,609,027

4,022,346

46,805,687

54,935,759

36,387,212

50 913 4/3

4,022,346

36,387,212

6 96,129

6,396,129

10,418,475

54,935,759

(44.5 17,284)

10,418,475

19,453,687

19,453,687



The directors of the Responsible Entity, Align Funds Management Limited, declare that:

(a) the financial statements, comprising the statement of comprehensive income, statement of financial
position, statement of changes in equity, statement of cash flows, and notes for the financial year ended 30
June 20 10 are in accordance witlithe Corporations"ci2001 including:

co coinplying witlt Accounting Standards and the Co!poralions Regii/o110ns 2001; and

(ii) giving a true and fair view of the Group's financial position as at 30 June 2011 and of its perlorinance
forthe year ended on that date;

in the directors' opinion, tlie Fund is not a going concern and the financial statements have therefore been
prepared on a realisation basis; and

(c) the directors have been given the declarations required by section 295A of the Corporations, or 2001.

TIMBERCORPFRIMARYINFRASTRUCTl. IREFtl
ANDCONTROLLEDENTITIES

ARSN 1/6 024830

(b)

DIRECTORS' DECLARATION

This declaration is made in accordance with a resolution of the Board of Directors and is signed for and on behalfof
the directors of the Responsible Entity by:

^I,
A1a" Fisher

Chairman

Melbourne

5 September 2012



GrantThornton

Auditor'81ndep. "d rice"comintlo"
rothe 1.03.0 orTlnb roc", Primary, rima*me. "refund as Respond1,10
antl*yfor Inbore. rp Prln"y, ", nat", e. "re F""d

In accordance \vitltthe requirements of section 307C of the Corporations Act 2001, aslead
auditor for the audit of Timbercorp Primary Infrastructure Fund for the year ended 301une
2011, I declare that, to the best of my knowledge and beher, there have been:

no contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to tl, e audit; and

The Rialto, Level 30
525Cdlins SI
MelbourneV"!ona 3000
GPOBox4736

Melbourne Victoria 3001
T +61 38320 2222
F *61 38320 2200

E into. vic@au. gLomii
W WWW. grantthomton. comau

no contraveritions of ally appfica. ble code of professional conducttrirdtttion to the
audit.

GC^,* ~11\^*,,;toA
GR!\NTTHORNTONAUDITFTYLTD
Chartered Accountants

,tZ!!:68j, -s^
A, ItchaelClimpson
Partner- Audit & Assurance

Melbourne, 5 September 2012

GladTh"fuki, ;Ply us ASM 91 130 913 594ACN 130 9133,
."jam"lurch*deity dealil@uiA. ", arureN4ii27"53re

GladTh"rib. A1, "". to",. antih","^., Twin. hanabnalLtd. @antThanibnlnunaL"^"IN"^d*eranberi, ms"neta":hide, ame*p. Gallh"tonA\*"19.1"lad. bye*re,
u, Inn "", i, "i. ,,", dabd ,ID",. 6, ", hawkes, jeep"""by in Mt. "a

Liability 11mi!ed by a scheme aretoved under Professicnal Standards Legislation

23



GrantThornton

independentA, .d'or'. Report
To the Unitl, olde offInhorserp Primary litra. *net"re Fund

We have audited tlTe accoinpanyitig financial report of Timbercotp Primary Infrastructure
Fund (the "Fund"), which comprises the consolidated statement offinaridalposition as at
301une 2011, the consolidated statement orcomprehensive income, consolidated staternent
of changes mequity and consotidated statement orcash flows forthe year then ended, notes
comprising a sunninary of significant accounting PDLcies and other explanatory information
and the directors' declaration of the consolidated entity comprising the Fund and the
entities it controUed at the year's end or from time to time during the Inlandalyear.

Directors raspon, Inn*yfor*hennanclalrepor*
fire Directors of the Align Funds Management LitTiited, the Responsible Entity, are
responsible for the preparation of the financial report that gives a true and fair view of the
Inlandalreport in accordance \vith Australian ACcoundrig Standards and the Corporations
Act 2001. This responsibiEry includes such internal controls as the Directors determine are
necessary to enable the preparation onhe financial report to be free from material
misstatement, whether due to fraud or error. The Directors also state, in the notes to the
financial report, maccordance with Accounting Standard MSB 101 Presentation of
Financial Statements, that compliance with the Australian equivalents to International
Financial Reporting Standards ensures that the thandalreport, comprising the financial
statements and notes, complies\vith International FinandalRepo, ing Standards.

The I\jam. Level30
525 Collins SI
Melbourne fooda 3000
GPO Box4736
Meltswne Vidotia 3001
T^1383202222
F ^I 383202ZiO

E info. tic@au. 91.00m
WWW. grantfrromton. comau

Auditor'a responsibility
Our responsibihty is to express an opimon on the financial report based on our audit. We
conducted our audit in accordance with Australian Audithtg Standards \vhiclirequire us to
comply with relevant ethical requirements relating to audit engagements and plan and
perform the audit to obtain reason:Ible assurance \vlTetlier tlie financial report is free from
material misstatemerit.

An auditLiivolves performing procedures to obtain audit evidence aboutthe amounts and
disclosures in tlie thancialreport. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material Inisstatement of the financial
report, whether due to fraud or error.

Garniufu""11 Ply LureN9,130 91,594 ACN 1309/3 594
nabsd. y",,. I'd"laydQ, ,Inn, bits, ,. rungN4112755B3B9

eatTl"fuki, ,". Lhasa. "atom",, loanTl*rib, ;I'Mb","untoiiThcmbnl, IU",. nalLts andtl. ,"intorimsare. oraw"kithp, hachip. lira;limbiA. Is"a, aL. "jetty, I"
tinil, .*of*.", dared". 0".*rusts"foal^dimA"*,*.

Inbility 11n, led by a 5:11eme aretcved undei Professcnal Slenderds Legislatori
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In making those risk assessments, the auditor considers internal controlrelevant to the
Entity's preparation and fair presentation of the thandalreport triorder to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an OFimon on the effecti\, eness of the Entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Directors, as weU as e\, aimadrig the overan presentation of
the thandalreport.

We belie\, e that the audit evidence we have obtained is sufficient:Ind appropriate to provide
a basis for our audit opimon

Independence

In conducting our audit, we have complied \vith the independence requirements of the
Corporations Act 2001.

Auditor'. opinion

In our opinion:

a the thandalteport of Timbercorp Primary Infrastructure Fund is maccordance with
the Corporations Act 2001, including:

I giving a true and fair view of the consolidated entity's thanchiposition as at
30june 2011 and of its performance fortheyeatended on that date; and

coinplyirig with AUStrafian Accounting Standards and the Corporations
Regulations 2001; and

the thandalreporr also complies with International Financial Reporting Standards as
aisdosed in the notes to the thandaistatements.

Significant contingent Llabl"ties

Without qualification to our opinion, we draw attention to Note 15 of clie financial
statements, 'Contingent I, ichilities'. Legal proceedings pertaining to growers' tights represent
a significant contingent flabifitywhich could have a material negath, e impact on the net
position reported at 301une 2011.

Gf@*-,\ 'j'\\*>,,;t\>A
GR!\NTTHORNTONAUDITPT\'LTD

Chartered Accountants

Z-^:-(^ ' r^->-~*,,,
MichaelClimpson
Farmer- Audit & Assurance

Melbourne, 5 September 2012


