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DIRECTORS’ REPORT

The directors of Lend Lease Villages Responsible Entity Limited (“‘Responsible Entity” or “LLVRE”), the responsible
entity of Lend Lease Primelife Trust — formerly Babcock & Brown Communities Trust (the “Trust’), present their report
together with the financial report of the Trust for the year ended 30 June 2009.

General Information
The Trust forms part of a stapled security arrangement called Lend Lease Primelife Group — formerly Babcock & Brown
Communities Group (the “Group” or “LLP”). Securities in the Group are traded on the Australian Stock Exchange under
the code LLP (formerly BBC). Each security in the Group comprises one share in Lend Lease Primelife Limited —
formerly Babcock & Brown Communities Ltd (the “Company”) and one unit in the Trust. Securities in the group cannot
be separately traded.

Principal activities

The principal activity of the Trust is to act as part of a stapled investment structure giving investors exposure to aged
care and senior living assets and associated businesses. The Trust, may from time to time invest in direct property,
derivatives and financial assets including loans to related parties.

The Trust did not have any employees during the year (2008: Nil).

On 30 July 2007 the Trust raised capital part of the restructure of the wider Group. Since this time, the Trust has
actively engaged in the provision of financing within the Group.

Directors
The following persons held office as directors of the Responsible Entity during the year or since the end of the year and
up to the date of this report:

Mzrc:labr:rs Role on the Board Date of Appointment Date of Resignation
Andrew J Love Independent Non-Executive Chairman 1 July 2005
lan K Crow Independent Non-Executive Director 28 April 2009
Gary J Symons Independent Non-Executive Director 28 April 2009
David S Hutton Non-Independent Non-Executive Director 30 December 2008
Tony P Lombardo Non-Independent Non-Executive Director 30 December 2008
Judith Sloan Independent Non-Executive Chairman 30 May 2006 Resigned on 28 April 2009
John D Martin Managing Director 16 October 2006 Resigned on 30 December 2008
Graeme J Martin Independent Non-Executive Director 1 June 2005 Resigned on 28 April 2009
Robert N Topfer Non-Independent Non-Executive Director 16 December 2003 Resigned on 9 December 2008
Andrew J Schwartz Non-Independent Non-Executive Director 28 May 2007 Resigned on 15 September 2008
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Restructure
By 30 December 2008, the restructure of Babcock & Brown Communities Limited Group to Lend Lease Primelife
Limited Group (LLPG, ‘The Group’) (‘The Restructure’) became effective. The Restructure included:

LLC acquiring the management rights from the Babcock & Brown Group to provide Lend Lease Primelife (LLP)
with property, development, asset management, financial advisory and investment banking services on a
preferred basis;

Raising $149,723,000 in cash through the issue of LLP stapled securities to Lend Lease Corporation (LLC);

The acquisition of the Retirement by Design (RBD) portfolio from LLC;

Issuing $158,400,000 in convertible notes to LLC to provide additional funding to LLPG;

Change of names to Lend Lease Primelife Limited (LLPL) and Lend Lease Primelife Trust (LLPT) (formerly
Babcock & Brown Communities Limited and Babcock & Brown Communities Trust);

Change of responsible entity of LLPT; and

Restructuring of existing bank debt facilities and interest rate derivatives.

The following diagram provides an overview of the Group’s structure.

Review of operating results
During the year, the Trust has lent capital to the Company under the inter-staple Loan Agreement dated 26 July 2007.

Results
A summary of revenues and results is set out below:
2009 2008
$ $
Income 722 3,658,736
Expenses 66,040,765 3,670,190
Net profit/(loss) attributable to the unitholders (66,040,043) (11,454)

Distributions

No distribution was declared by the Responsible Entity during the year (2008: $41,058,860). The final distribution
declared on 24 June 2008 (2.1 cents per unit, total $13,686,287) was fully satisfied by a Distribution Reinvestment Plan
(DRP) which was fully under-written by the Babcock & Brown Group resulting in no cash outflow by the Trust.

Likely Developments

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

Net Asset Backing (NAB) per stapled security

The statutory NAB at 30 June 2009 was $0.55 per stapled security. This represents a $0.05 decrease from the
statutory NAB at 31 December 2008 of $0.60 per security.

Director interests

(i) Option holdings

Options over stapled securities inclusive of units in the Trust were granted to executives under the previous Babcock
and Brown Communities Group management through the Senior Management Option Plan.

When exercisable, each option is convertible into one ordinary stapled security.

The number held during the financial year by each director of the Responsible Entity who has held office at any time
during the year and other executives of the Responsible Entity, including their personally related parties, are set out

below:

Granted . . .
30 June 2009 Ba!anf:e at L e Exe.rmsed Optlons. Options Options Veste.d and
beginning of during the | lapsed during . balance at exercisable
year as Forfeited
the year . year the year end of year | at end of year
compensation
John D Martin 600,000 - - (600,000)
Granted . . .
30 June 2008 Ba!am.:e at during the Exe.rclsed Optlons. Gpficns Options Veste.d and
beginning of during the | lapsed during . balance at exercisable
year as Forfeited
the year . year the year end of year | atend of year
compensation
John D Martin 400,000 200,000 - 600,000 600,000

No options are vested and un-exercisable at the end of the year (2008: Nil).

(i) Unit holdings

The number of units in the Trust held during the financial year by each director of the Responsible Entity who has held
office at any time during the year and other executives of the Responsible Entity, including their personally related
parties, are set out below. There were no units granted during the reporting year as compensation.

There were no units held in the Trust by other key management personnel during the 2009 and 2008 financial years.

30 June 2009 Beg;'i:I:iﬁ;eoaftthe ReceYi:l? :: :III:: e Oth.er Changes Balance at End of
Year Exercise of Options during the Year Year

Directors of Lend Lease Primelife Limited

Ordinary securities

J D Martin 240,000 (240,000)

R N Topfer( 3,120,001 (3,120,001)

G J Martin 200,043 (200,043)

AJLove 60,000 2,872 62,872

J Sloan (2 43,000 (43,000)

D Hutton® - 50,000 50,000

A J Schwartz(" 1,264,000 (1,264,000)

Footnotes on next page
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Director interests Continued
(i) Unit holdings Continued

() The Babcock & Brown Group had no relevant interest in ordinary securities (2008: 85,764,267) in the Group. Non-executive directors, Messrs Topfer and
Schwartz, were executives of Babcock & Brown. In addition, R N Topfer held a direct interest in 3,120,001 ordinary securities in the Group. A J Schwartz held

an indirect interest through Davtom Pty Ltd ATF Davtom Trust No. 2.

@ J Sloan may still hold securities in the Group, the reversal in ‘Other Changes During the Year' illustrates they are no longer a director and is shown for

comparative purposes only.
@) D Hutton held a direct interest in 50,000 ordinary securities in the Group through Edgecliff Trust

B.ala.nce at Received during the Other Changes Balance at End of
30 June 2008 Beginning of the Year on the .
. . during the Year Year
Year Exercise of Options
Directors of Lend Lease Primelife Limited
Ordinary securities
J D Martin 200,000 40,000 240,000
R N Topfer(") 23,437,855 (20,317,854) 3,120,001
G J Martin 95,043 105,000 200,043
AJLove 30,000 30,000 60,000
J Sloan 20,000 23,000 43,000
A J Schwartz(" 50,000 1,214,000 1,264,000

Units under option

Unissued ordinary stapled securities inclusive of units of the Trust under option at the date of this report are as follows:

Issue Price of Stapled
Date Options Granted Expiry Date Securities Number Under Option
15/09/2004 22 October 2009 $1.25 300,000
10/02/2005 23 March 2010 $1.38 300,000
10/02/2005 23 March 2011 $1.52 300,000
01/07/2007 01 July 2012 $1.12 200,000
TOTAL 1,100,000

No option holder has any right under the options to participate in any other unit issue of the Trust or any other entity.

Units issued on exercise of options

There were no ordinary units of the Trust issued during the year ended 30 June 2009 (2008: nil) on exercise of an

option.
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Matters subsequent to the end of the financial year
(i) Acquisition of Properties from PTN by LLC and Managed by LLP

On 13 August 2009, LLC and Prime Retirement & Aged Care Property Trust (PTN) reached agreement for LLC to
acquire 9 Aged Care properties (Aged Care Properties) and 4 Retirement Living properties (Retirement Properties),
owned by PTN and managed by LLP, for a total consideration of $76.75 million, subject to satisfaction of certain
conditions precedent. The Group will continue to manage these facilities under the existing arrangements.

On 13 August 2009, the Group separately agreed with LLC the grant of rights over the Aged Care Properties and
Retirement Properties to enable the Group to consolidate the ownership of the Retirement Properties and the Aged
Care Properties at a future date. These rights lapse on 30 June 2011. The effect of these rights is to give the Group
enhanced flexibility to deal with its aged care portfolio in the future. The financial effect of these rights cannot yet be
estimated and have not been brought to account at 30 June 2009.

(ii) Grant of Option over the Retirement Guide Management Rights to PTN

On 13 August 2009, the Group granted PTN an option which expires on 30 June 2010 to acquire the management
rights to the Retirement Guide portfolio of 12 Retirement Villages (owned by PTN and presently managed by LLP) for
between $42.5 million and $45 million (the final price contingent on the performance of the Retirement Guide portfolio in
the year to 30 June 2010). The Group has recognised an impairment of $20 million as at 30 June 2009, of the
intangible asset relating to these management rights.

As part of the transaction, LLP and PTN have also agreed to the settlement and release of a number of long dated
disputes and claims between the parties arising from the Retirement Guide management arrangements. The effects of
the settlement are not material but have been brought to account at 30 June 2009.

Indemnification and insurance of officers and auditors

No insurance premiums are paid for out of the assets of the Trust in regards to insurance cover provided to either the
officers of the Responsible Entity or the auditors of the Trust. So long as the officers of the Responsible Entity act in
accordance with the Trust Constitution and the Law, the officers remain indemnified out of the assets of the Trust
against losses incurred while acting on behalf of the Trust. The auditors of the Trust are in no way indemnified out of
the assets of the Trust.

Fees paid to and interests held in the Fund by the responsible entity or its associates
For the year ended 30 June 2009, the Trust incurred $1,431,389 in fees to the Responsible Entity and its associates
(2008: $470,245). There is a management agreement in place between the Responsible Entity and the Trust.

No fees were paid out of Trust property to the directors of the Responsible Entity during the year.

Interests in the Trust
The movement in units on issue in the Trust during the year is disclosed in note 9 of the financial statements.

The value of the Trust's assets and liabilities is disclosed on the balance sheet and derived using the basis set out in
note 2 of the financial statements.

Environmental regulation
The operations of the Trust are not subject to any particular or significant environmental regulations under a
Commonwealth, State or Territory law.
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Non Audit Services
The Trust may decide to employ the auditor on assignments additional to their statutory audit duties where the auditor’s
expertise and experience with the Trust are important.

Tax advice matters continue to be handled by PricewaterhouseCoopers.

The Board of Directors has considered the position and in accordance with the advice received from the Risk Audit and
Compliance Committee is satisfied that the provision of the non-audit services is compatible with the general standard
of independence for auditors imposed by the Corporations Act 2001 (the Act). The Directors are satisfied that the
provision of non-audit services by the auditor did not compromise the auditor independence requirements of the Act for
the following reasons:

. All non-audit related services have been reviewed by the Risk Audit and Compliance Committee to ensure they
do not impact the impartiality and objectivity of the auditor; and

o None of the services undermine the general principles relating to auditor independence as set out in APES 110
Code of Ethics for Professional Accountants.

Auditor's independence declaration
A copy of the Auditor's independence declaration as required under section 307C of the Corporations Act
2001 is set out on page 7.

This report is made in accordance with a resolution of the directors.

Andrew Love
Chairman

17 September 2009
Sydney, New South Wales



PRICEAVATERHOUSE(QOPERS

PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2

201 Sussex Street

GPO BOX 2650

SYDNEY NSW 1171

DX 77 Sydney

Australia

Auditor’s Independence Declaration Telephone +61 2 8266 0000
Facsimile +61 2 8266 9999

WWW.pwc.com/au

As lead auditor for the audit of Lend Lease Primelife Trust for the year ended 30 June 2009, |
declare that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

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

L A

Gareth Winter Sydney
Partner 17 September 2009
PricewaterhouseCoopers

Liability limited by a scheme approved under Professional Standards Legislation



INCOME STATEMENT
for the year ended 30 June 2009

Notes
Revenue 4

Responsible Entity and custodian fees
Transaction costs

Impairment of interstaple loan

Other expenses from ordinary activities
Loss before income tax

Income tax (expense)/benefit

Loss attributable to unitholders of the
Trust

The above income statement is to be read in conjunction with the accompanying notes.

2009 2008
$ $

722 3,658,736
(1449,168)  (471,133)
(3,035,051)

(75,520,502) -
(255432)  (164,006)
(77,224,380) (11,454)
(77,224,380) (11,454)




BALANCE SHEET
as at 30 June 2009

Assets
Current Assets
Cash and cash equivalents

Total Current Assets

Non Current Assets
Receivables

Total Non Current Assets
Total Assets

Liabilities

Current Liabilities
Payables

Provisions

Total Current Liabilities
Total Liabilities

Net Assets

Equity
Contributed equity
Accumulated losses

Total Equity

The above balance sheets are to be read in conjunction with the accompanying notes

Notes

2009 2008

$ $

75,572 12,873
75,572 12,873
217,412,685 251,654,680
217,412,685 251,654,680
217,488,257 251,667,553
1,034,781 478,167

- 13,686,287

1,034,781 14,164,454
1,034,781 14,164,454
216,453,476 237,503,099
293,689,310 237,514,553
(77,235,834) (11,454)
216,453,476 237,503,099




STATEMENTS OF CHANGES IN EQUITY
for the year ended 30 June 2009

Notes
Total equity at the beginning of the
financial year
Loss for the financial year

Total recognised income and expense
for the financial year

Transactions with equity holders in their

capacity as equity holders: 9
Total equity at the end of the financial

year

2009 2008

$ $

237,503,099 1
(77,224,380) (11,454)
160,278,719 (11,454)

56,174,757 237,514,552

216,453,476 237,503,099

The above statements of changes in equity are to be read in conjunction with the accompanying notes.
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CASH FLOW STATEMENTS
for the year ended 30 June 2009

Notes 2009 2008
$ $

Cash flows from operating activities
Payments to/Refunds from customers (inclusive of GST) 39,336 (3,192,023)
Interest received 722 176,198
Net cash inflow / (outflow) from operating activities 14 40,058 (3,015,825)
Cash flows from investing activities
Loans from / (to) controlled entities 22,641  (248,172,142)
Net cash inflow / (outflow) from investing activities 22,641  (248,172,142)
Cash flows from financing activities
Proceeds from issue of units 278,573,412
Return of capital paid (27,372,573)
Net cash inflow / (outflow) from financing activities 251,200,839
Net increase / (decrease) in cash and cash equivalents
held 62,699 12,872
Cash and cash equivalents at the beginning of the year 12,873 1
Cash and cash equivalents at the end of the financial year 5 75,572 12,873

The above cash flow statements are to be read in conjunction with the accompanying notes.

11



NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2008

1. GENERAL INFORMATION
This financial report covers Lend Lease Primelife Trust — formerly Babcock & Brown Communities Trust (the “Trust”) as
an individual entity. The Trust was constituted on 13 April 2007.

The responsible entity of the Trust is Lend Lease Villages Responsible Entity Limited (the “Responsible Entity”). The
Responsible Entity’s registered office is 30 The Bond, 30 Hickson Road, Millers Point NSW 2000. The financial report is
presented in the Australian Currency.

The Trust forms part of a stapled security arrangement called Lend Lease Primelife Group formerly Babcock & Brown
Communities Group (the “Group”). The Group consists of Lend Lease Primelife Limited formerly Babcock & Brown
Communities Limited (the “Company” and “LLP”) and its subsidiaries in addition to the Trust.

The issued securities in these entities have been stapled together and trade as one listed security on the Australian
Stock Exchange (ASX code: LLP formerly BBC). The stapled security represents one share in the Company and one
unitin the Trust. The stapled securities cannot be traded or transferred independently and are quoted at a single price.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all years presented, unless otherwise stated.

(a) Basis of Preparation

This general purpose financial report for the year ended 30 June 2009 has been prepared in accordance with Australian
Accounting Standards, other authoritive pronouncements of the Australian Accounting Standards Board, Urgent Issues
Group interpretations and the Corporations Act 2001. The financial report of the Trust also complies with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

Current Situation

As a result of non-cash fair value adjustments, asset impairments and other charges totalling $51 million in the Lend
Lease Primelife Limited (the Company) that were recognised in the second half of the year ended 30 June 2009, the
Group sought a waiver from its financiers to exclude these items from the calculation of the Interest Coverage Ratio
(ICR) financial covenant with respect to its bank debt facilities. Without the waiver, the Group is in breach of this
covenant based on the results reported in the financial report for the year ended 30 June 2009. Charges recognised in
the second half of the year where a waiver is required include impairments of management rights and fair value
adjustment to the valuation of retirement village investment properties. As at the date of this financial report, LLP
remains in discussions with its financiers and expects that a waiver will be granted by the Banks. The Directors expect
that an agreed position will include a reduction in facility limit and changing to a cashflow based ICR covenant. LLP will
advise the market of the outcome.

Response to the Current Situation

As noted, the Group remains in discussions with its financiers and expects that a waiver will be granted by the Banks.
The Directors expect that an agreed position will include a reduction in facility limit by 30 June 2010 by in excess of
$100 million, noting that the first tranche of the bank debt facilities matures in December 2010, and changing to a
cashflow based ICR covenant. LLP had already commenced selling non-core assets and has a plan of further
proposed asset sales under this programme to continue to reduce debt to the required levels by 30 June 2010.

12



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a) Basis of Preparation (Continued)

Risks to the Plan
The keys risks to the plan are:

o Failure of asset sales to generate sufficient proceeds to meet potential target debt levels. The current volatility in
the market has reduced available liquidity, potentially making it more difficult to find buyers to acquire assets.
LLP has significant breadth in its portfolio of assets in terms of sector and geography to ensure that there a
number of alternatives available.

. Net Asset Value Erosion. Selling assets in the current market, within a specified time frame, creates risk that
there will be further erosion of the Net Asset Value. This is considered unlikely, due to LLP’s sector and
geographic diversification.

. Continued business performance. The businesses that LLP owns, need to continue to operate at or above the
current levels to meet cashflow targets to generate sufficient cashflow to meet any proposed cashflow based
covenant. As LLP sells parts of its business to reduce debt levels, the risk around the remaining business
elements may increase due to reduced diversification or if the remaining businesses have less cashflow
generating capacity.

o Continued breach of financial covenants of the bank debt facilities. LLP continues to work with the financiers to
determine an appropriate form of waiver. LLP expects that the financiers will reserve their rights under the
financing documentation, and that they will allow LLP to work through their plan to reduce debt in an orderly
manner. There is however a risk that the Banks may exercise their rights if the Group’s current discussions are
not concluded successfully. This may provide insufficient time to implement the Group’s proposed plans,
resulting in assets being realised at lower values and therefore more assets being required to be sold to meet
the Banks requirements. This would further reduce future operating cashflows and results.

The Group’s budget for the financial years ending 30 June 2010 and 30 June 2011 (the “Budget”) shows that the Group
is budgeted to meet both the proposed cashflow based financial covenant and the current accounting based ICR
financial covenant. In addition, the Group expects that a key requirement of the financiers is that the facility limit of the
bank debt facilities needs to be reduced by 30 June 2010.

The Budget (including assumptions as to the timing and proceeds of asset sales) on which the Directors have formed
their view is forward looking and by its very nature is based on best estimate assumptions of transactions and events
that may or may not occur as expected and is subject to influences and events outside of the control of the Group.
Actual results may differ from the Budget and may result in the debt covenants not being met, or insufficient proceeds
being received from assets sold to reduce debt to the expected required level of the Banks by June 2010. If this occurs,
there is a risk that the bank debt facilities may not be able to be refinanced by the maturity date (December 2010) and
the Group may need to seek alternative funding sources to reduce the debt to the required level by June 2010 which
may not be available. Consequently, there is inherent material uncertainty in relation to the Group’s and, as a result the
Trust's ability to continue as a going concern and therefore the Group may not realise its assets or extinguish its
liabilities in the normal course of business and as a result the Trust may not realise its assets or extinguish its liabilities
in the normal course of business at amounts stated in the financial report, including the receivable from LLPL. The
Directors however believe there are reasonable mitigating actions available to the Group.

After considering all information currently available and advice of management, the Directors of LLPL have concluded

that there are reasonable grounds to believe:

) The Group will obtain a waiver on its ICR financial covenant for the 30 June 2009 year end;

. The Group will be able to reduce the facility limit by in excess of $100m by June 2010;

. The Group will be able to successfully refinance its bank debt facilities prior to the December 2010 maturity of
the first tranche;

o The Group will be able to pay its debts as and when they become due and payable; and

o The basis of preparation of this general purpose financial report on a going concern basis is appropriate. No
adjustments have been made relating to the recoverability and classification of recorded asset amounts or to the
amounts and classification of liabilities that might be necessary if the Group does not continue as a going
concern.

13



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a) Basis of Preparation (Continued)

Similarly, after taking into account all available current information and based on the advice of management, the
Directors of the Responsible Entity have concluded that there are reasonable grounds to believe:

o The Trust will be able to pay its debts as and when they become due and payable; and

o The basis of preparation of the Trust’s financial report on a going concern basis is appropriate. No adjustments
have been made relating to the recoverability and classification of recorded amounts or to the amounts of
liabilities that might be necessary if the Trust does not continue as a going concern.

The Directors have formed this view based on a number of factors including:

. An expectation that based on discussions and correspondence with the Banks, LLP’s cashflow projections, and
the Banks understanding of the plans that LLP has, that the Banks will not exercise their rights in respect of the
covenant breach;

o A review of the Budget, including the key assumptions and an assessment of the reasonable likelihood of future
transactions occurring as estimated,;

o The improved performance of the Group’s business since LLC became manager as detailed in the Management
Discussion & Analysis section of the Directors’ Report;

o The findings since LLC became manager, working closely with the Group’s Board and management, of the
thorough review of the business initiated to ensure the Group is best positioned to deal with the prevailing market
and economic conditions. This review has included a complete overhead review, deferment of various
development projects, cash flow management initiatives, identification of potential asset divestments and a
detailed balance sheet review; and

o Expectations that the Group will be able sell sufficient assets or source available funds such that post these
asset realisations the Group’s overall level of gearing will be sufficiently reduced and the debt be refinanced.

(b) Segment Reporting

A business segment is identified for a group of assets and operations engaged in providing products or services that are
subject to risks and returns that are different to those of other business segments. A geographical segment is engaged
in providing products or services within a particular economic environment and is subject to risks and returns that are
different from those of segments operating in other economic environments.

The Trust operates solely in Australia for the provision of financial services to the Company.

(¢) Income Tax

Under current legislation, the Trust is not subject to income tax provided the taxable income of the Trust is fully
distributed either by way of cash or reinvestment (ie unitholders are presently entitled to the income of the Trust).

Financial instruments held at fair value may include unrealised capital gains. Should such a gain be realised, that
portion of the gain that is subject to capital gains tax will be distributed so that the Trust is not subject to capital gains
tax.

Realised capital losses are not distributed to unitholders but are retained in the Trust to be offset against any realised
gains.

The benefit of imputation credits and foreign tax credits paid are passed onto unitholders.

(d)  Revenue Recognition
The Trust recognises revenue as follows:

(i) Interest Income
Interest income is recognised on a time proportion basis using the effective interest method.

14



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e) Financial Assets

The Trust classified its financial assets as loans and receivables. The classification was dependent upon the purpose
for which the assets were acquired. Management determines the classification of its financial assets at initial recognition
and re-evaluates this designation at each reporting date.

() Loans and Receivables

Loan assets are measured initially at fair value plus transaction costs and subsequently amortised using the effective
interest rate method, less impairment losses if any. Such assets are reviewed at each balance sheet date to determine
whether there is objective evidence of impairment for example where there has been a significant or prolonged decline
in the fair value below cost.

If any such indication of impairment exists, an impairment loss is recognised in the income statement as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows discounted at the original
effective interest rate.

If in a subsequent period the amount of an impairment loss recognised on a financial asset carried at amortised cost
decreases and the decrease can be linked objectively to an event occurring after the impairment, the impairment is
reversed through the income statement.

()  Cash and Cash Equivalents

For the purpose of the Cash Flow Statement presentation purposes, cash and cash equivalents includes cash on hand
and deposits held at call with financial institutions.

Bank overdrafts are carried at the principal amount. Interest is charged as an expense as it is accrued.

(g) Goods and Services Tax

The GST incurred on the costs of various services provided to the Trust by third parties such as audit fees, custodial
services and investment management fees have been passed onto the Trust. The Trust qualifies for Reduced Input
Tax Credits (RITC) at a rate of 75% hence investment management fees, custodial fees and other expenses have been
recognised in the income statement net of the amount of GST recoverable from the Australian Taxation Office (ATO).
Accounts payable are inclusive of GST. The net amount of GST recoverable from the ATO is included in receivables in
the balance sheet. Cash flows relating to GST are included in the cash flow statement on a gross basis.

(h) Trade and Other Payables

These amounts represent liabilities for goods and services provided to the Trust prior to the end of the reporting period
and which are unpaid. The amounts are unsecured and are usually paid within 30-60 days of recognition.

()  Distributions

Provision is made for the amount of any distribution declared, being appropriately authorised and at the discretion of the
entity, on or before the end of the year but not distributed at balance date.

()  Presentation of Comparatives

The presentation or classification of comparative items in the financial report is consistent with the current reporting
period to ensure comparability.

(k)  Contributed Equity

Ordinary units are classified as equity. Incremental costs directly attributable to the issue of new units or options are
shown in equity as a deduction, net of tax, from the proceeds.

15



2.

()

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

New accounting standards and interpretations

The following standards, amendments to standards and interpretations have been identified as those which may impact
the Trust in the period of initial application. They are available for early adoption at 30 June 2009, but have not been
applied in preparing this financial report.

Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to Australian
Accounting Standards arising from AASB 101. A revised AASB 101 was issued in September 2007 and is
applicable for annual reporting periods beginning on or after 1 January 2009. It requires the presentation of a
statement of comprehensive income and makes changes to the statement of equity, but will not affect any of the
amounts recognised in the financial statements. If an entity has made a prior period adjustment or has
reclassified items in the financial statements, it will need to disclose this in a statement of financial position at the
beginning of the comparative period. The Trust intends to apply the revised standard from 1 July 2009.

AASB 2008-1 Amendments to Australian Accounting Standard - Share-based Payments: Vesting Conditions and
Cancellations (effective 1 January 2009). AASB 2008-1 clarifies that vesting conditions are service conditions
and performance conditions only and that other features of a share-based payment are not vesting conditions. It
also specifies that all cancellations, whether by the entity or by other parties, should receive the same accounting
treatment. The Trust will apply the revised standard from 1 July 2009, but it is not expected to affect the
accounting for the Trust's share-based payments.

AASB 2008-5 Amendments to Australian Accounting Standards arising from the Annual Improvements Project
(effective 1 January 2009). In July 2008, the AASB issued a number of improvements to existing Australian
Accounting Standards Standards. The Trust will apply the revised standards from 1 July 2009. The Trust does
not expect that any adjustments will be necessary as the result of applying the revised rules.

AASB 2008-6 Further Amendments to Australian Accounting Standards arising from the Annual Improvements
Project (effective 1 July 2009). The amendments to AASB 5 Discontinued Operations and AASB 1 First-Time
Adoption of Australian-Equivalents to International Financial Reporting Standards are part of the IASB’s annual
improvements project published in May 2008. They clarify that all of a controlled entities assets and liabilities are
classified as held for sale if a partial disposal sale plan results in loss of control. Relevant disclosures should be
made for this controlled entity if the definition of a discontinued operation is met. The Trust will apply the
amendments prospectively to all partial disposals of subsidiaries from 1 July 2009.

AASB 2009-4 Amendments to Australian Accounting Standards arising from the Annual Improvements Project
(effective for annual periods beginning on or after 1 July 2009). The AASB has made amendments to AASB 2
Share-based payment, AASB 138 Intangible Assets and AASB Interpretations 9 Reassessment of Embedded
Derivatives and 16 Hedges of a Net Investment in a Foreign Operation as a result to the IASB's annual
improvements project. The Trust will apply the amendments from 1 July 2009. The Trust does not expect that
any adjustments will be necessary as a result of applying the revised rules.

AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual Improvements
Project (effective for annual periods beginning on or after 1 January 2010). In May 2009, the AASB issued a
number of improvements to existing Australian Accounting Standards Standards. The Trust will apply the revised
standards from 1 July 2010. The Trust does not expect that any adjustments will be necessary as the result of
applying the revised rules.
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3. FINANCIAL RISK MANAGEMENT

The Trust’s activities are exposed to a variety of financial risks: market risk (including interest rate risk), credit risk and
liquidity risk. The Trust's overall risk management program focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the financial performance of the Trust. The Trust uses different methods
to measure different types of risk to which it is exposed.

The responsible entity approves written principles for overall risk management, as well as written policies covering
specific areas such as mitigating interest rate risks under the current Group Hedging Policy.

(A) Market Risks

Market risk refers to the potential for changes in the market value of the Trust’s financial instruments. There are no
significant market risks for the Trust as at 30 June 2009.

(B)  Credit Risks

Credit risk refers to the loss that the Trust would incur if a debtor or other counterparty fails to perform under its
contractual obligations.

The carrying amounts of financial assets recognised in the balance sheet best represents the Trust's maximum
exposure to credit risk at reporting date. The Trust's credit risk is directly linked to the Company with whom it has the
non current receivable (refer Note 2(a)). The Trust's operations are directly linked by means of the stapling
arrangement between the two entities.

The Trust currently has a receivable owing from the Company $217,412,685 (2008: $251,654,680). The Company is a
related party.

(C) Liquidity Risk

Liquidity risk is the risk that the Trust will experience difficulty in either realising assets or otherwise raising sufficient
funds to satisfy commitments associated with financial assets.

The Trust has limited operating activities and relies upon the Company’s ability to repay its debt as and when required
in order to fund the ongoing operations of the Trust (refer Note 2 (a)). The Company and its operations are directly
linked to the Trust's operations by means of the stapling arrangement between the two entities.

(D) Capital Management Risk

The Trust's objectives when managing capital are to safeguard the Trust's ability to continue as a going concern, so that
it can continue to provide returns for securityholders and benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital. The capital structure of the Trust consists of equity comprising issued
capital and retained earnings. The quantitative analysis of each of these categories of capital is provided in their
respective Notes to the Accounts.
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4. REVENUE

2009 2008

$ $

Interest income 722 3,658,736
5. CURRENT ASSETS - CASH AND CASH EQUIVALENTS

2009 2008

$ $

Cash at bank 75,572 12,873

75,572 12,873

(a) Interest rate risk

Cash and cash equivalents are subject to interest rate risk as they earn interest at variable rates (Refer Note 3(a)).

(b) Cash at bank

Cash and cash equivalents include variable interest rate bearing deposits held with financial institutions. In 2009 the
average variable interest rates were between 0.1% and 4.0% (2008: 1.25% and 4.25%).

6. NON CURRENT ASSETS - RECEIVABLES
2009 2008
$ $
Loans with related parties 292,933,187 251,654,680
Impairment (75,520,502)

217,412,685 251,654,680

Details of terms and conditions of related party receivables are set out in Note 12.

(a) Ageing and impairment losses

The carrying value of the receivables with related parties that were past due or past due but not impaired was $nil (2008:

Snil).

(b)  Fair values

The carrying values of non-current receivables approximate their fair values.

(c)  Credit risk

The Trust's credit risk is contained solely to its receivable from Lend Lease Primelife Limited formerly Babcock & Brown

Communities Ltd.
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1. CURRENT LIABILITIES - PAYABLES

2009 2008

$ $

Accruals? 1,034,781 478,167
1,034,781 478,167

"When accruals become payable the cash payment will be made by the Company as a repayment of the inter-staple loan detailed in Note 6 under
agreement between the Trust and the Company.

8. CURRENT LIABILITIES - PROVISIONS
2009 2008
$ $
Provision for distribution - 13,686,287
13,686,287
Movements in Provision for Distribution
2009 2008
$ $
Carrying amount at start of period 13,686,287 -
Additional provisions recognised - 13,686,287
Payments/other (13,686,287) -
Carrying amount at end of period - 13,686,287
9. CONTRIBUTED EQUITY

The Trust forms part of the Group, a stapled entity in which the security holders hold direct interests and an equal
number of securities in each of the Company and the Trust. The amounts below represent the Trust's proportional
entitlement to capital raised by the Stapled Group.

(a)  Unit Capital

Date Details Notes 2009 Issue price 2009
Number of Units $ $
Ordinary units fully paid (a) 966,219,333 237,514,553

Movement in ordinary
units on Issue

Opening balance 651,727,936 - 237,514,553
25002008 pooutionRemvestment 31,191,397 0.176 5,474,400
30/12/2008 Capital Raising - LLC (c) 246,200,000 0.182 44,883,392
20/02/2009 Capital Raising - LLC (c) 37,100,000 0.210 7,798,000

Less: Transaction costs

arising on security issues (1,981,035)
30 June 2009 Balance 966,219,333 293,689,310
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9. CONTRIBUTED EQUITY (Continued)

Terms and Conditions of Unit Capital June 2009

(b) Ordinary Securities

Ordinary units have the right to receive distributions as declared and, in the event of winding up the Trust, to participate
in the proceeds from sale of all surplus assets in proportion to the number of units held and whether fully paid.

Ordinary units entitle their holder to one vote, either in person or by proxy, at a meeting of the Trust.

(c) Distribution Reinvestment Plan

The distributions paid/declared during the financial year ended 30 June 2008 included the final distribution of 2.1 cents
per security which was paid on 25 September 2008. A Distribution Re-investment Plan (DRP) was activated for this
final distribution which was fully under-written by Babcock & Brown Group resulting in no cash outflow by the Trust.

Securities were issued at a discount of 2.5%.

(d) Capital Raising — the LLC transaction

On 30 December 2008 the security holders approved the issue of 283,300,000 ordinary securities to Lend Lease
Corporation (LLC) under the terms of the LLC transaction as recommended by the Directors and disclosed in the Notice
of Annual General Meeting (AGM) dated 28 November 2008. Effective 30 December 2008, 246,200,000 ordinary
securities were issued to LLC. The issue of the remaining 37,100,000 ordinary securities or $22,280,000 occurred on
20 February 2009 following New Zealand Overseas Investment Review Board approval of the LLC transaction. The
Directors determined fair value was $0.528 per stapled security.

Date

28/05/2007

30/07/2007

30/07/2007

30/07/2007

30/07/2007

30/07/2007

27/11/2007

21/12/2007
24/06/2008

Details

Ordinary units fully paid
Movement in ordinary
units on Issue

Opening balance
Seed investment

Primelife Corporation Ltd
Recapitalisation

PLT Scrip Acquisition

Development JV Scrip
Acquisition

Capital raising — Priority
Offer

Capital raising — Main Offer

Less: Transaction costs
arising on unit issues

Conform Scrip Acquisition

Return of capital
Return of capital

30 June 2008 Balance

Notes

2008

Number of Units
651,727,936

170,677,321
57,433,913
4,347,826
68,181,818

347,826,087

3,260,970

651,727,936

Issue price

$

1.00
0.43
0.43
0.43
0.44

0.46

0.43

2008

$
237,514,553

73,422,529
24,707,109

1,870,362
30,000,000

160,000,000

(12,826,588)

1,400,000

(27,372,573)
(13,686,287)

237,514,553
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9. CONTRIBUTED EQUITY (Continued)

Terms and Conditions of Unit Capital June 2008

(a)  Ordinary Units

Ordinary units have the right to receive distributions as declared and, in the event of winding up the Trust, to participate
in the proceeds from sale of all surplus assets in proportion to the number of units held and whether fully paid.

Ordinary units entitle their holder to one vote, either in person or by proxy, at a meeting of the Trust.

(b) Seed Investment
Effective 28 May 2008, 1 unit was allotted to the foundation unitholder in the Trust.

(¢)  Primelife Corporation Ltd Recapitalisation

Effective 30 July 2007, 170,677,321 units were issued as per the Product Disclosure Document (PDS) dated 15 June
2007 at a price of $0.43 to existing securityholders, employees and residents.

(d)  PrimeLiving Trust (PLT) Acquisition

Effective 30 July 2007, 57,433,913 units were issued to acquire this retirement living portfolio at $0.43.

(e) Development Joint Venture (JV) Acquisition
Effective 30 July 2007, 4,347,826 units were issued to acquire the interest in the JV at $0.43.

(f)  Capital Raising (Priority Offer)

Effective 30 July 2007, 68,481,818 units were issued as per the Product Disclosure Document (PDS) dated 15 June
2007 at a price of $0.44 to existing securityholders, employees and residents.

(9) Capital Raising (Main Offer)

Effective 30 July 2007, 347,826,087 units were issued as per the PDS dated 15 June 2007 at a price of $0.46 to the
general public.

(h)  Conform Health Care Group P/L Acquisition

Effective 27 November 2007, 3,260,970 units were issued at $0.43, as part of the acquisition of the Conform Health
Group Aged Care business.

(i) Return of Capital

Effective 21 December 2007, the Responsible Entity of the Trust declared a 4.2 cent present entitlement to the
unitholders of the Trust. The entitlement was paid from unitholders’ capital.

)] Return of Capital

Effective 24 June 2008, the Responsible Entity of the Trust declared a 2.1 cent present entitiement to the unitholders of
the Trust. The entitlement was paid from unitholders’ capital.

(k)  Distribution Reinvestment Plan

The Trust has established a distribution reinvestment plan (DRP) under which holders of ordinary units may elect to
have all or part of their entitlements satisfied by the issue of new ordinary stapled securities inclusive of units rather than
by being paid in cash. Securities are issued under the plan at a discount to the market price. The DRP was activated
for the distribution announced on 19 June 2008 and paid in September 2008.
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10. ACCUMULATED LOSSES

Opening balance

Net loss for the period

Closing balance

1. DISTRIBUTIONS TO UNITHOLDERS

The distributions paid/payable including cents per unit (CPU) from unit holder capital were as follows:

Distributions paid

Distributions payable

2009

$

13,686,287

13,686,287

2009
CPU
2.1

Distributions paid in cash or satisfied by the issue of stapled securities under the distribution reinvestment plan as follows:

Paid or payable in cash
Satisfied by the issue of stapled securities

13,686,287

13,686,287

12. RELATED PARTY TRANSACTIONS
(a) Responsible entity

The responsible entity of the Trust is Lend Lease Villages Responsible Entity Limited.

(b)  Key management personnel

() Directors

27,372,573

27,372,573

Key management personnel includes persons who were directors of the Responsible Entity at any time during the

financial year and up to the date of this report are as follows:

2009 2008

$ $

(11,454) -

(77,224,380) (11,454)

(77,235,834) (11,454)
2008 2008
$ CPU
27,372,573 42
13,686,287 2.1

41,058,860

Mz:br:rs Role on the Board Date of Appointment Date of Resignation
Andrew J Love Independent Non-Executive Chairman 1 July 2005
lan K Crow Independent Non-Executive Director 28 April 2009
Gary J Symons Independent Non-Executive Director 28 April 2009
David S Hutton Non-Independent Non-Executive Director 30 December 2008
Tony P Lombardo Non-Independent Non-Executive Director 30 December 2008
Judith Sloan Independent Non-Executive Chairman 30 May 2006 Resigned on 28 April 2009
John D Martin Managing Director 16 October 2006 Resigned on 30 December 2008
Graeme J Martin Independent Non-Executive Director 1 June 2005 Resigned on 28 April 2009
Robert N Topfer Non-Executive Director 16 December 2003 Resigned on 9 December 2008
Andrew J Schwartz Non-Executive Director 28 May 2007 Resigned on 15 September 2008
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12.  RELATED PARTY TRANSACTIONS Continued

(b)  Key management personnel

(i) Other key management personnel
At any point in time, one other person had responsibility for planning, directing and controlling the activities of the Trust,
directly or indirectly during the financial year

e Deborah Kelly — Acting Chief Financial Officer (Appointed 30 June 2008 to 26 November 2008)

e Paul Walsh — Chief Financial Officer (Appointed 27 November 2008)

(¢) Key management personnel compensation

Key management personnel are employed by a related party. Payments made from the Trust to Lend Lease Villages
Responsible Entity Limited do not include any amounts directly attributable to the compensation of key management
personnel.

(d)  Equity instrument disclosures relating to key management personnel

() Option holdings

Options over units in the Trust were granted to executives under the previous Babcock and Brown Communities Group
management through the Senior Management Option Plan.

When exercisable, each option is convertible into one stapled security (inclusive of an ordinary unit).

The numbers of options over ordinary units in the Trust held during the financial year by each director of the
Responsible Entity who has held office at any time during the year and other executives of the Responsible Entity,
including their personally related parties, are set out below:

Granted . . .
30 June 2009 Ba!anfze at during the Exelrclsed Optlons. Options Options Veste.d and
beginning of during the | lapsed during . balance at exercisable
year as Forfeited
the year . year the year end of year | atend of year
compensation
J D Martin 600,000 (600,000)
Granted . . .
30 June 2008 Ba!anf;e at during the Exe.rclsed Optlons. Options Options Veste.d and
beginning of during the | lapsed during . balance at exercisable
year as Forfeited
the year . year the year end of year | atend of year
compensation
J D Martin 400,000 200,000 600,000 600,000

No options are vested and un-exercisable at the end of the year.
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12.  RELATED PARTY TRANSACTIONS Continued

(d) Equity instrument disclosures relating to key management personnel

(i) Share holdings

The number of units in the Trust held during the financial year by each director of the Responsible Entity who has held
office at any time during the year and other executives of the Responsible Entity, including their personally related
parties, are set out below. There were no units granted during the reporting year as compensation.
There were no units held in the Trust by other key management personnel during the 2009 and 2008 financial years.

Balance at Beginning of the

Received during the Other Changes

Balance at End of

30 June 2009 Year Year on the. Exercise e Year
of Options
Directors of Lend Lease Primelife Limited
Ordinary securities
J D Martin 240,000 (240,000)
R N Topfer( 3,120,001 (3,120,001)
G J Martin 200,043 (200,043)
AJLove 60,000 2,872 62,872
J Sloan (2 43,000 (43,000)
D Hutton® - 50,000 50,000
A J Schwartz( 1,264,000 (1,264,000)

(d)  Equity instrument disclosures relating to key management personnel Continued

(i) Share holdings Continued

() The Babcock & Brown Group had no relevant interest in ordinary securities (2008: 85,764,267) in the Group. Non-executive directors, Messrs Topfer and
Schwartz, were executives of Babcock & Brown. In addition, R N Topfer held a direct interest in 3,120,001 ordinary securities in the Group. A J Schwartz held

an indirect interest through Davtom Pty Ltd ATF Davtom Trust No. 2.

@ J Sloan may still hold securities in the Group, the reversal in “Other Changes During the Year illustrates they are no longer a Director and is shown for

comparative purposes only.

@) D Hutton held a direct interest in 50,000 ordinary securities in the Group through Edgecliff Trust

Balance at Beginning of the

Received during the Other Changes

Balance at End of

30 June 2008 Year Year on the. Exercise during the Year Year

of Options
Directors of Lend Lease Primelife Limited
Ordinary securities
J D Martin 200,000 40,000 240,000
R N Topfer( 23,437,855 (20,317,854) 3,120,001
G J Martin 95,043 105,000 200,043
AJLove 30,000 30,000 60,000
J Sloan 20,000 23,000 43,000
A J Schwartz( 50,000 1,214,000 1,264,000
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12.  RELATED PARTY TRANSACTIONS Continued

(e)  Transactions with related parties
The following transactions occurred with related parties:

2009 2008
$ $
Amounts recognised as revenue
Interest income - 3,645,117
Amounts recognised as expense
Responsible Entity fee 1,431,389 442,145
Custodian fees 17,779 28,988
Restructure fees - 980,077
()  Loans to/from related parties
2009 2008
$ $
Loans to other related parties
Beginning of the year 251,654,680 -
Loans advanced 50,700,357 275,567,364
Loan repayments made (9,421,850)  (27,557,801)
Impairment of loan (75,520,502) -
Interest received - 3,645,117
End of year 217,412,685 251,654,680

(9) Responsible Entity fees

Lend Lease Villages Responsible Entity Limited acts as responsible entity and Manager for the Trust. Under the terms
of the Trust’s Constitution the Responsible Entity is entitled to a fee of (2.0% per annum of the value of the aggregate of
the gross assets of the Trust and the gross assets of any entity stapled to the Trust).

The Responsible Entity exercised its right under the Trust Constitution to waive the fee referred to above such that it
was paid a pro rata fee of $500,000 per annum, increased (but not decreased) for CPI. For so long as the Management
Agreements remain in place and until the Responsible Entity gives three months notice to ASX, the Responsible Entity
will continue to waive its rights to full payment of its fee under the Trust's Constitution in this manner, in light of the
services to be performed by the Manager under the Management Agreements. The management fee is payable to the
Responsible Entity quarterly in arrears from the assets of the Trust.

(h)  Terms and conditions

The terms and conditions of the interstaple loan detailed in Note 12(f) are in accordance with the Loan Agreement dated
26 July 2007 as approved by the directors. All other transactions are made on normal commercial terms and conditions
and at market rates.

()  Loans to key management personnel
There have been no loans to directors of the Responsible Entity, or other key management personnel, at any time
during the year ended 30 June 2009 (2008: $nil).

(i)  Other transactions with key management personnel

There are directors of the Responsible Entity who hold or have held positions in other companies where it is considered
they control or significantly influence the financial or operating policies of those entities.
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13. REMUNERATION OF AUDITORS
There were no fees paid or payable for services provided by the auditor for the year (2008: $nil) for either the Trust or

the Responsible Entity. The fees related to the audit of the Trust's financial report, including half year financial report,
is included in the Group and disclosed in the Group’s Annual Report.

14.  RECONCILIATION OF PROFIT/(LOSS) AFTER INCOME TAX TO NET CASH FLOWS FROM OPERATING

ACTIVITIES

2009 2008
$ $
Profit/(loss) for the year (77,224,380) (11,454)
Impairment of interstaple loan 75,520,502 -

Changes in operating assets and liabilities
(Increase)/decrease in receivables 1,187,322 (3,482,538)
Increase/(decrease) in creditors/accruals 556,614 478,167
Net cash (outflow)/inflow from operating activities 40,058 (3,015,825)

15. SEGMENT INFORMATION
The Trust operates solely in Australia for the provision of financial services to the Company and the Group.

16. CONTINGENT ASSETS, LIABILITIES AND COMMITTMENTS
As at 30 June 2009, the Trust has no contingent assets, liabilities or commitments (2008: Nil).

17. EVENTS OCCURING AFTER REPORTING DATE

Acquisition of Properties from PTN by LLC and Managed by LLP

On 13 August 2009, LLC and Prime Retirement & Aged Care Property Trust (PTN) reached agreement for LLC to
acquire 9 Aged Care properties (Aged Care Properties) and 4 Retirement Living properties (Retirement Properties),
owned by PTN and managed by LLP, for a total consideration of $76.75 million, subject to satisfaction of certain
conditions precedent. The Group will continue to manage these facilities under the existing arrangements.

On 13 August 2009, the Group separately agreed with LLC the grant of rights over the Aged Care Properties and
Retirement Properties to enable the Group to consolidate the ownership of the Retirement Properties and the Aged
Care Properties at a future date. These rights lapse on 30 June 2011. The effect of these rights is to give the Group
enhanced flexibility to deal with its aged care portfolio in the future. The financial effect of these rights cannot yet be
estimated and have not been brought to account at 30 June 2009.

Grant of Option over the Retirement Guide Management Rights to PTN

On 13 August 2009, the Group granted PTN an option which expires on 30 June 2010 to acquire the management
rights to the Retirement Guide portfolio of 12 Retirement Villages (owned by PTN and presently managed by LLP) for
between $42.5 million and $45 million (the final price contingent on the performance of the Retirement Guide portfolio in
the year to 30 June 2010). The Group has recognised an impairment of $20 million as at 30 June 2009, of the
intangible asset relating to these management rights.

As part of the transaction, LLP and PTN have also agreed to the settlement and release of a number of long dated

disputes and claims between the parties arising from the Retirement Guide management arrangements. The effects of
the settlement are not material but have been brought to account at 30 June 2009.
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DIRECTORS’ DECLARATION
for the year ended 30 June 2008
In the opinion of the directors of the responsible entity:

(@)  The financial statements and notes set out on pages 8 to 26 page are in accordance with the Corporations Act
2001, including:

() complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory
professional reporting requirements; and

(i) giving a true and fair view of the Trust's financial position as at 30 June 2009 and of its performance for
the financial year ended on that date; and

(b)  there are reasonable grounds to believe that the Trust will be able to pay its debts as and when they become due
and payable.

The directors have been given the declaration by the Chief Executive Officer and Chief Financial Officer required by
section 295A of the Corporations Act 2001.

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

T

AlLove
Chairman

17 September 2009
Sydney, New South Wales
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PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2

201 Sussex Street

GPO BOX 2650

SYDNEY NSW 1171

. DX 77 Sydney
Independent auditor’s report to the members of Australia

Lend Lease Primelife Trust Telephone +61 2 8266 0000
Facsimile +61 2 8266 9999
WwWw.pwc.com/au

Report on the financial report

We have audited the accompanying financial report of Lend Lease Primelife Trust (the “Trust”), which
comprises the balance sheet as at 30 June 2009, and the income statement, statement of changes in
equity and cash flow statement for the year ended on that date, a summary of significant accounting
policies, other explanatory notes and the directors’ declaration.

Directors’ responsibility for the financial report

The directors of Lend Lease Villages Responsible Entity Limited, Responsible Entity of the Trust, are
responsible for the preparation and fair presentation of the financial report in accordance with
Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Act 2001. This responsibility includes establishing and maintaining internal controls
relevant to the preparation and fair presentation of the financial report that is free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances. In Note 2, the directors
also state, in accordance with Accounting Standard AASB 101 Presentation of Financial Statements,
that compliance with the Australian equivalents to International Financial Reporting Standards ensures
that the financial report, comprising the financial statements and notes, complies with International
Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that we
comply with relevant ethical requirements relating to audit engagements and plan and perform the
audit to obtain reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’'s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
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 well as
evaluating the overall presentation of the financial report.

Our procedures include reading the other information in the Annual Report to determine whether it
contains any material inconsistencies with the financial report.

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Independence

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

Liability limited by a scheme approved under Professional Standards Legislation
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Independent auditor’s report to the members of
Lend Lease Primelife Trust (continued)

Auditor’s opinion
In our opinion:

(@ the financial report of Lend Lease Primelife Trust is in accordance with the Corporations Act
2001, including:

® giving a true and fair view of the Trust's financial position as at 30 June 2009 and of its
performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001; and

(b) the financial report also complies with International Financial Reporting Standards as
disclosed in Note 2.

Significant uncertainty regarding continuation as a going concern

The Trust forms part of a stapled security arrangement called Lend Lease Primelife Group (“The
Group”), comprising Lend Lease Primelife Limited and its controlled entities, including the Trust.
Without qualification to our opinion expressed above, we draw attention to Note 2(a) in the financial
report which comments on the Group’s non-compliance with a debt covenant, the related status of
discussions with the Group’s lenders regarding its debt facilities, the future actions proposed by the
Group in relation to its debt facilities and the related risks and possible consequences. These
conditions, along with other matters as set out in Note 2(a), indicate the existence of a significant
uncertainty about the ability of the Group and its controlled entities, including the Trust to continue as a
going concern and, therefore, whether they will realise their assets and extinguish their liabilities in the
normal course of business and at the amounts stated in the financial report.

ﬁf\LLWC\EJ’L\DV\J&CQVW /s

PricewaterhouseCoopers
@W

Gareth Winter Sydney
Partner 17 September 2009





