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abacus property group and abacus storage fund

KEY DEFINED TERMS

In this document, the following terms have the meanings given below. For other definitions see the glossary in Section 13.

ABP Abacus Property Group comprising Abacus Trust (AT), Abacus Group Holdings Limited (AGHL), Abacus
Group Projects Limited (AGPL) and Abacus Income Trust (AIT)

AFML Abacus Funds Management Limited

ASF Abacus Storage Fund comprising Abacus Storage Property Trust (ASPT) and Abacus Storage Operations
Limited (ASOL)

ASFML Abacus Storage Funds Management Limited

Merged Group
another

The group that will result from Stapling the securities of AT, AGHL, AGPL, AIT, ASPT and ASOL to one

New Stapled Security

Each New Stapled Security will comprise one AT unit, one AIT unit, one AGHL share, one AGPL share,

one Restructured ASOL share and one Restructured ASPT unit

ABP securityholders currently hold ABP securities. The Merger will result in ABP securities being stapled to Restructured ASF securities
to form New Stapled Securities traded on ASX with the name ‘Abacus Property Group'.

ASF securityholders currently hold ASF securities. The Merger will result in ASF securities being consolidated to become Restructured
ASF securities and then stapled to ABP securities to form New Stapled Securities traded on ASX with the name ‘Abacus Property

Group'.
PURPOSE OF THIS DOCUMENT

This is an important document and requires Your immediate
attention. It should be read in full before You decide how to vote. If
You are in doubt as to what You should do, You should consult Your
financial, taxation or other professional adviser.

This document gives ABP securityholders and ASF securityholders
details of the proposed Merger of Abacus Property Group and
Abacus Storage Fund to form an expanded Abacus Property Group.
It also explains other resolutions set out in the Notices of Meeting.

The expression ‘Merger’ describes the process to staple ASF
securities to ABP securities so that they will be traded together on
the ASX under the name ‘Abacus Property Group'.

This Explanatory Memorandum also details the assets and liabilities,
financial position and performance of the Merged Group and the
rights and liabilities of New Stapled Securities.

This Explanatory Memorandum contains an investigating
accountant’s report by Ernst & Young Transaction Advisory Services
Limited, a tax report by Greenwoods & Freehills Pty Limited and
an independent expert’s report by Lawler Corporate Finance Pty
Limited.

Securityholders will be asked to vote on the proposed Merger. This
Explanatory Memorandum contains important information to assist
You in considering the Merger resolutions.

REGULATORY INFORMATION

This Explanatory Memorandum is dated 13 January 2012. Itis a
prospectus and a product disclosure statement issued by AGHL,
AFML (as responsible entity of AT and of AIT) and AGPL in respect

of ABP securities and issued by ASOL and ASFML (as responsible
entity of ASPT) in respect of ASF securities. Each issuer takes full
responsibility for the whole of this Explanatory Memorandum. This
Explanatory Memorandum was lodged with ASIC on 13 January 2012.

Neither ASIC, ASX or their respective officers takes any
responsibility for the contents of this Explanatory Memorandum.

If the Merger is implemented, the ASF Entities will become stapled
to the ABP Entities and the Merged Group will be admitted to

the Official List of ASX. The ASF Entities will apply for quotation

of ASOL shares and ASPT units on the ASX (as components of

the New Stapled Securities) within 7 days after the date of this
Explanatory Memorandum. The fact that ASX may agree to have
ASOL shares and ASPT units quoted (as components of the New

Stapled Securities) is not to be taken in any way as an indication of
the merits of the Merged Group or any of its constituent entities.
If ASOL shares and ASPT units are not admitted to quotation (as
components of the New Stapled Securities) within 3 months after
the date of this Explanatory Memorandum, the Merger will not
proceed.

This Explanatory Memorandum does not in any way constitute an
offer of securities in any place in which, or to any person to whom, it
would not be lawful to make such an offer.

DISCLAIMER

The information in this Explanatory Memorandum does not take
into account the investment objectives, financial situation, tax
position or needs of any particular ABP securityholder or ASF
securityholder. It is important that ABP securityholders and ASF
securityholders read the Explanatory Memorandum before making
any voting or investment decision. In particular, in considering
the prospects of the Merged Group, it is important for You to
consider the risk factors identified in Sections 3.4, 4.4, and 9 of
this Explanatory Memorandum that could affect the financial
performance of the Merged Group. You should carefully consider
the risk factors in light of Your particular investment objectives,
financial situation, tax position and individual needs.

In assessing any historical information about any of the Merger
Entities, You should be aware that past performance is no
indication of future performance.

Please read all the documents carefully before deciding how to vote
on the Merger resolutions and complete and return the enclosed
proxy form if You are unable to attend the meetings in person.

Figures in this Explanatory Memorandum may be rounded.

FORWARD LOOKING STATEMENTS

To the extent this Explanatory Memorandum includes certain
prospective information, this has been based on current
expectations about future events. The prospective information

is subject to risks, uncertainties and assumptions that could
cause actual results to differ materially from the expectations
described in such prospective information. Factors which may
affect future financial performance include, among other things,
the risks identified in Sections 1, 3.4, 4.4 and 9 of the Explanatory
Memorandum and other matters not currently known to, or
considered material by, the ABP Entities or the ASF Entities.



Actual events or results may differ materially from the events or
results expressed or implied in any forward looking statement
and deviations are both normal and to be expected. None of
the ABP Entities or the ASF Entities, their officers, any person
named in this Explanatory Memorandum or any person involved
in the preparation of this Explanatory Memorandum makes

any representation or warranty (either express or implied) as to
the accuracy or likelihood of fulfilment of any forward looking
statement, or any events or results expressed or implied in any
forward looking statement. You are cautioned not to place undue
reliance on any such statements.

INCORPORATION BY REFERENCE

Information has been incorporated by reference in this Explanatory
Memorandum from documents lodged with ASIC and the ASX
respectively. Copies of the documents incorporated are available,
without charge, at www.abacusproperty.com.au on the ‘Investor
Information’ tab under the page titled 'ABP and ASF Merger’

or through the internet from ASIC or ASX. The documents
incorporated by reference in this Explanatory Memorandum are set
out in the table below.

SECTION(S)
INCORPORATED
IN EXPLANATORY
MEMORANDUM

DOCUMENT DESCRIPTION

Details of ABP’s Directly
Owned Property

Abacus Property All
Book 2011

ASF Storage Assets Al Details of ASF's storage

asset portfolio

Each document incorporated by reference is current only as at
the date of that document, and the incorporation by reference

of those documents shall not imply that the affairs of ABP or ASF
are unchanged since the date or those documents or that the
information contained in them is current at any time after the date
of the relevant document.

Any statement contained in a document incorporated by reference
shall be deemed to be modified or superseded for the purposes

of this Explanatory Memorandum to the extent that a subsequent
statement contained in this Explanatory Memorandum or in another
incorporated document modifies or supersedes that statement.

The original statement shall not constitute a part of this Explanatory
Memorandum except to the extent modified or superseded. The
modifying or superseding statement need not state that it has
modified or superseded a prior statement or include any other
information set forth in the document that it modifies or supersedes.

The making of a modifying or superseding statement is

not to be deemed an admission for any purposes that the
modified or superseded statement, when made, constituted a
misrepresentation, an untrue statement of a material fact or an
omission to state a material fact that is required to be stated or
that is necessary to make a statement not misleading in light of the
circumstances in which it was made.

ABP securityholders and ASF securityholders are advised to obtain
and read the documents incorporated by reference before making
their decision in relation to the Merger.

JURISDICTION

Only ABP securityholders and ASF securityholders with a registered
address in Australia or New Zealand on the Stapling Record Date
are eligible to participate in the Merger, and this Explanatory
Memorandum is addressed only to them.

This offer to New Zealand investors is a regulated offer made under
Australian and New Zealand law. In Australia, this is Chapter 8 of the
Corporations Act 2001 and Regulations. In New Zealand, this is Part
5 of the Securities Act 1978 and the Securities (Mutual Recognition
of Securities Offerings - Australia) Regulations 2008.

This offer and the content of the offer document are principally
governed by Australian rather than New Zealand law.

There are differences in how securities are regulated under
Australian law. In the main, the Corporations Act and Regulations
(Australia) set out how the offer must be made.

The rights, remedies, and compensation arrangements available to
New Zealand investors in Australian securities may differ from the
rights, remedies, and compensation arrangements for New Zealand
securities.

Both the Australian and New Zealand securities regulators have
enforcement responsibilities in relation to this offer. If You need

to make a complaint about this offer, please contact the Financial
Markets Authority, Wellington, New Zealand. The Australian and
New Zealand regulators will work together to settle Your complaint.

The taxation treatment of Australian securities is not the same as for
New Zealand securities.

If You are uncertain about whether this investment is appropriate
for You, You should seek the advice of an appropriately qualified
financial adviser.

The offer may involve a currency exchange risk. The currency for the
securities is not New Zealand dollars. The value of the securities will
go up or down according to changes in the exchange rate between
that currency and New Zealand dollars. These changes may be
significant.

If You expect the securities to pay any amounts in a currency that
is not New Zealand dollars, You may incur significant fees in having
the funds credited to a bank account in New Zealand in New
Zealand dollars.

If the securities are able to be traded on a securities market and
You wish to trade the securities through that market, You will
have to make arrangements for a participant in that market to sell
the securities on Your behalf. If the securities market does not
operate in New Zealand, the way in which the market operates,
the regulation of participants in that market, and the information
available to You about the securities and trading may differ from
securities markets that operate in New Zealand.

The dispute resolution process described in this offer document is
only available in Australia and is not available in New Zealand.

ABACUS PROPERTY GROUP DISTRIBUTION
REINVESTMENT PLAN (DRP)

If You are an ABP securityholder and You have elected to participate
in the DRP, Your election will remain in place following the Merger
unless You lodge a new election. If You are an ASF securityholder
and You wish to participate in the DRP You will need to lodge

an election form with the Registry. If the Merger is approved,

an election form will be sent to ASF securityholders following
implementation of the Merger.
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CHAIRMAN'S LETTER
13 January 2012
Dear securityholders of Abacus Property Group and Abacus Storage Fund,

This Explanatory Memorandum is a proposal to merge Abacus Property Group (ABP) and Abacus Storage Fund (ASF) into a
single listed A-REIT, and it describes the terms of the Merger in detail.

The Merger

How: The Merger will, if approved, be implemented by way of stapling ASF securities and ABP securities so that they will be
traded together on the ASX as ABP.

Why: The Merger offers ASF securityholders liquidity for their investment through the opportunity to receive listed ABP
securities and a Merger Distribution paid in cash. The Merger offers ABP securityholders the benefits of a diversification of
assets underlying their investment and a larger contribution of recurring income streams through a significant self-storage
asset portfolio.

What You get: If the Merger proceeds You will own New Stapled Securities comprising securities in ABP and securities
in ASF. The number of New Stapled Securities that ABP securityholders and ASF securityholders will hold after the
Implementation Date is calculated using the Merger Ratio.

Under the Merger Ratio:
e each ABP securityholder will hold one New Stapled Security for every pre-Merger ABP security they hold; and

e each ASF securityholder (other than ABP) will hold 0.538 New Stapled Securities for every pre-Merger ASF security
they hold.

On implementation of the Merger, ASF securityholders will comprise 8.9% of Merged Group Stapled Securityholders while
ABP securityholders will comprise 91.1% of Merged Group Stapled Securityholders.

If the Merger proceeds, each ASF securityholder (other than ABP) will also receive a Merger Distribution in cash of $0.14 per
ASF security, 8.7 cents of which will be a fully franked dividend and 5.3 cents of which will be a capital distribution.
Sale Facility

The Merger cannot be offered to securityholders whose address on the relevant securityholder register is outside Australia
or New Zealand. A Sale Facility has been arranged for those securityholders. The New Stapled Securities they would
otherwise receive under the Merger will be sold and they will instead receive their proportionate share of the proceeds of
sale. Details of this facility are provided in Section 11.7 of the Explanatory Memorandum.

ASF securityholders who do not want to hold New Stapled Securities may also choose to participate in the Sale Facility.
Rationale for the Merger

ASF

ASF securityholders will become securityholders in a listed A-REIT with total assets of approximately $2.1 billion and net
assets of over $1.1 billion (on a pro forma basis).

The Merger provides ASF securityholders with an exit strategy and the option to stay invested in the ASF portfolio (although
in a diluted form) with exposure to a more substantial and more diversified property portfolio.

ASF securityholders (other than ABP) will receive New Stapled Securities and the Merger Distribution of $0.14 per ASF security.
ABP

The Merger will give ABP securityholders exposure to one of Australasia’s largest portfolios of storage assets valued at
$332m. The Merger will reweight ABP's asset portfolio to its target asset allocation ratio of approximately 70% Directly
Owned Properties held for investment and 30% Other Property Assets by increasing Directly Owned Properties from
approximately $1 billion to over $1.3 billion. The storage portfolio is expected to increase and strengthen ABP's recurrent
income stream as the underlying cash flows of the storage assets have proven resilient in varying economic conditions,
including through the recent global financial crisis.

ABP will issue approximately 37.6m securities at pro forma NTA and use approximately $11m cash to implement the Merger.
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Alternatives to the Merger

The ASF Directors have considered a number of alternatives to the Merger including an immediate sale of the ASF portfolio,
a stand-alone listing of ASF, a deferred sale of the portfolio, a recapitalisation or third party merger and individual asset
sales. However, these were not considered as attractive as the Merger.

Since announcing the Merger, ASF has received a preliminary expression of interest in the ASF portfolio. The approach

is incomplete, subject to the conduct of due diligence and uncertain. However the ASF Board has offered to provide the
interested party with all necessary information to allow them to finalise a proposal before the Meeting Date. If the ASF
Board receives a sufficiently certain offer which is more attractive than the Merger, it may adjourn or discontinue the Merger
meeting. However, absent such an offer the ASF Board intends to present the Merger proposal to ASF securityholders for
their consideration. The ASF Board understands there are likely to be adverse tax consequences which would significantly
impact the viability of the Merger if the meeting does not proceed as planned and the Kirsh Group subsequently increases
its holding in ABP from its current holding of 39.2% to more than 40%.

What do the Independent Directors recommend?

The Independent ABP Directors have considered the advantages and disadvantages of the Merger and have concluded that
the anticipated benefits of the Merger outweigh the possible disadvantages. The Independent ABP Directors recommend
that ABP securityholders vote in favour of the Merger because they believe it is in the best interest of ABP securityholders, in
the absence of a superior proposal.

The Independent ASF Directors have considered the advantages and disadvantages of the Merger and have concluded that
the anticipated benefits of the Merger outweigh the possible disadvantages. The Independent ASF Directors recommend
that ASF securityholders vote in favour of the Merger because they believe it is in the best interest of ASF securityholders, in
the absence of a superior proposal.

The ABP Directors are required by law to act in the best interests of ABP securityholders. The ASF Directors are required by
law to act in the best interests of ASF securityholders. The Merger involves a balancing of the relative interests of each set of
securityholders. A potential for conflict arises in this case because the majority of the ABP Directors are also ASF Directors. This
potential conflict has been carefully considered by the Directors in assessing the Merger proposal. The Directors have taken a
number of steps to address the potential conflict. These are detailed in Part A of Section 1. One of the key steps taken was to
commission an Independent Expert's Report. The Independent Expert's conclusions are set out below.

Independent Expert’s opinion

The Directors appointed Lawler Corporate Finance Pty Ltd to prepare an Independent Expert’s Report. The Independent
Expert has concluded that the Merger is “fair, reasonable and in the best interest” of ABP securityholders and “not fair, but
reasonable and in the best interest” of ASF securityholders participating in the Merger offer. A copy of the Independent
Expert’s Report is in the Explanatory Memorandum. As this report is long and detailed a summary is also included in the
Explanatory Memorandum.

Vote on the Merger

The Merger is subject to a number of conditions, including the approval of both ASF securityholders and ABP
securityholders. The meetings to consider and, if appropriate, approve the Merger will be held in the Adelaide Room, Sofitel
Sydney Wentworth, 61-101 Phillip Street, Sydney NSW 2000 at 10.00am Friday 24 February 2012.

The Directors encourage ABP securityholders and ASF securityholders to attend the Meetings and vote in favour of the Merger.
Further information

This Explanatory Memorandum contains important information about the Merger and | encourage You to read it carefully,
and to obtain appropriate independent advice, before making Your decision and voting either in person or by proxy.

Yours faithfully

F—

John Thame
Chairman
Abacus Property Group and Abacus Storage Fund
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abacus property group and abacus storage fund

MERGER HIGHLIGHTS FOR ASF

The Independent ASF Directors recommend You approve the Merger.
ASF securityholders will receive:

Listed securities

Cash distribution of $0.14 per ASF security

Transaction at pro forma net tangible asset value

Lower overall gearing

Larger more diversified property portfolio

Potential upside if New Stapled Securities trade closer to net tangible asset value

RN N SN O N O EN O N N

Actual FY11 distributions to securityholders supported by pro forma Merged
Group financials

M Continuity of management
The Merger will also result in:
P Exposure to ASX market trading with potential price fluctuations

P Exposure to diversified assets with broader general property market risks than
the storage asset portfolio. Returns from storage asset portfolio will be shared
with ABP securityholders

P A transaction that the Independent Expert has concluded is “not fair, but
reasonable and in the best interest” of ASF securityholders

P ASF securityholders holding a lesser interest (8.9%) in the larger Merged Group

P Increased interest held by major securityholder as a result of the Kirsh Group’s
current holding in ABP

We recommend that You read this Explanatory Memorandum in full. However,
specific information for ASF securityholders can be found in:

e the key information for ASF securityholders in Part B of Section 1
e the Merger rationale for ASF securityholders in Section 4
e the information on ABP’s business in Section 7.1

e the information on the Kirsh Group (the Merged Group’s major securityholder)
in Section 11.6

e the Sale Facility summary in Section 11.7

e the proposed changes to the ASF constitutions in Section 11.10.2
4|



MERGER HIGHLIGHTS FOR ABP
The Independent ABP Directors recommend You approve the Merger.

ABP securityholders will receive:

|

|
|

M

ASF securities giving access to one of Australasia’s largest portfolios of self
storage assets

Larger more diversified property portfolio
Greater revenue stability via larger recurring income streams

Balance sheet reweighted to target ratio of 70% Directly Owned Properties and
30% Other Property Assets

Transaction at pro forma net tangible asset value

Actual FY11 distributions to securityholders supported by pro forma Merged
Group financials

Reduced overall cost of ASF debt and improved covenants and term

The Merger will also result in:

>

>

>

>
>

Group Gearing increasing from approximately 27% to 33% (within the Group
Gearing target of 30-35%)

Nominal reduction in net tangible assets and underlying earnings based on
pro forma Merged Group financial statements

ABP securityholders having direct exposure to the business risks and rewards
associated with storage operations

ABP securityholders holding a 91.1% interest in the larger Merged Group

A transaction that the Independent Expert has concluded is “fair, reasonable
and in the best interest” of ABP securityholders

We recommend that You read this Explanatory Memorandum in full. However,
specific information for ABP securityholders can be found in:

the key information for ABP securityholders in Part C of Section 1
the Merger rationale for ABP securityholders in Section 3
the information on ASF's business in Section 7.2

the proposed changes to the ABP constitutions in Section 11.10.1
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abacus property group and abacus storage fund

KEY DATES

Event

Indicative Date

Record date for ASF distributions for the quarter ending 31 December 2011

31 December 2011

Record date for ABP distributions for the half year ending 31 December 2011

27 January 2012

Payment of ASF distribution for the quarter ending 31 December 2011

7 February 2012

Latest time and date to lodge:

e Proxy forms for ABP securityholders’ meetings and ASF securityholders’
meetings

e Appointment of corporate representative for ABP securityholders’ meeting and
ASF securityholders’ meeting

e Election by ASF securityholders to participate in Sale Facility

10:00 am, 22 February 2012

ABP securityholders’ meetings and ASF securityholders’ meetings

10:00 am, 24 February 2012

Last day of trading in existing ABP securities

Last day to transfer existing ASF securities

27 February 2012

Commence trading in New Stapled Securities on a deferred settlement basis
(ASX code: ABPDC)

28 February 2012

Merger Distribution record date
Stapling Record Date
Transfer of securities under Sale Facility to Sale Bank

Last date for registration of transfers of existing ABP securities and existing
ASF securities

5 March 2012
4:00 pm
7:00 pm

As soon as practicable after 7om

Implementation Date*
Date on which new securities are issued

Date on which ABP securities and ASF securities are Stapled together to form
New Stapled Securities

Commence despatch of holding statements for New Stapled Securities

6 March 2012

Payment of Merger Distribution

9 March 2012

Complete despatch of holding statements for New Stapled Securities

Last day of trading in New Stapled Securities on a deferred settlement basis
(ASX code: ABPDC)

Payment of Abacus Property Group distribution for the period ending
31 December 2011

13 March 2012

Trading in New Stapled Securities on a normal T + 3 basis commences (ASX code: ABP)

Issue of New Stapled Securities under Distribution Reinvestment Plan

14 March 2012

Last date for Sale Bank to sell New Stapled Securities on behalf of Foreign
Securityholders and Selling ASF securityholders under the Sale Facility

21 March 2012

Last date for Sale Bank to pay the proceeds of the sale of New Stapled
Securities to Foreign Securityholders and Selling ASF securityholders

28 March 2012

All times and dates following the date of the securityholder meetings are indicative only and may change because of

reasons outside of the control of the Merger Entities.

"The Implementation Date may be deferred if all Merger conditions have not been satisfied by 6 March 2012.

Any changes to the above timetable will be announced to the ASX and notified to the ABP and ASF securityholders on the

ABP website at www.abacusproperty.com.au.
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abacus property group and abacus storage fund

1 MERGER OVERVIEW
A WHAT IS THE MERGER?

REFERTO

QUESTION ANSWER SECTION

What is the Merger? The Merger is a combination of ABP securities with ASF securities. If the Merger 51t05.2
is implemented, ABP securities will be Stapled to ASF securities. ASF and ABP will
operate as a combined group.

Stapling involves the creation of a common investor base in ABP and ASF. After

the Stapling, ABP securities and ASF securities can only be traded together as one
New Stapled Security. A New Stapled Security will consist of one AT unit and one
AGHL share, one AlIT unit and one AGPL share, one Restructured ASPT unit and one
Restructured ASOL share.

What will You If the Merger proceeds You will own New Stapled Securities comprising securities 53,56
receive if the in ABP and securities in ASF. The number of New Stapled Securities that ABP and 5.7
Merger proceeds?  securityholders and ASF securityholders will hold after the Implementation Date is

determined by the Merger Ratio.

Under the Merger Ratio:

e each ABP securityholder will hold one New Stapled Security for every one ABP
security they hold before the Merger.

e ecach ASF securityholder (other than ABP) will hold 0.538 New Stapled Securities
for every one ASF security they hold before the Merger.

e each ASF securityholder (other than ABP) will also receive a Merger Distribution of
$0.14 per ASF security held before the Merger (comprising an 8.7 cent fully franked
dividend and a 5.3 cent capital distribution). This distribution will not be made if
the Merger does not proceed.

ABP holds ASF securities. ABP will not receive either the Merger Distribution or

securities under the Merger in respect of those ASF securities.

What is the The Merger is a significant transaction through which ASF will be merged into Abacus 3.1
commercial Property Group. To effect this:
outcome of the .

v 5 ABP will issue approximately 37.6m new ABP securities at ABP pro forma net
erger?

tangible asset value. ABP will use approximately $10.9m cash (which is less than
the notional duty cost had this transaction proceeded by way of a sale of the ASF
storage asset portfolio to ABP); and

e ASF will issue new ASF securities at pro forma net tangible asset value.

On implementation of the Merger, ASF securityholders will comprise 8.9% of Merged
Group Stapled Securityholders while ABP securityholders will comprise 91.1% of
Merged Group Stapled Securityholders.

What are the key From an ABP perspective, the Merger is a commercial property transaction which forms 3.1 and
drivers behind the part of its funds management strategic review. 4.1

Merger? From an ASF perspective, the Merger provides a liquidity event for ASF securityholders.

The Independent ABP Directors and the Independent ASF Directors each recommend
the Merger in the absence of a superior proposal.

The Independent ABP Directors and the Independent ASF Directors consider that the
stapling is an effective means of implementing the Merger by means of securityholder
votes which will take effect on a single day rather than a protracted, uncertain and
more costly process such as a takeover or asset sale. The stapling structure achieves

a primarily scrip-based transaction, with the Merger Ratio determined on an NTA for
NTA basis. From an ABP perspective, the Merger consideration involves primarily scrip
with some cash. From an ASF perspective, the Merger allows receipt of listed securities
and cash, but with the capacity to receive all cash by participation in the Sale Facility.
The Independent ABP Directors and the Independent ASF Directors consider that the
stapling structure is in the best interests of each set of securityholders.
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REFERTO

QUESTION ANSWER SECTION
What are the key The Merger rationale for ABP securityholders is set out in Section 3.1 and for 3.1 and
drivers behind the ASF securityholders is set out in Section 4.1. Alternatives considered to give ASF 4.1
Merger? securityholders liquidity are set out in Part B of Section 1 under the heading “Were any
(continued) alternative exit strategies considered for ASF securityholders?” The costs and synergies

associated with the stapling process have been considered and factored into the pro

forma financial analysis set out in Sections 6 and 10.

Following the Merger, the Merged Group will operate as a group comprising 6 6and 10

entities in a stapled structure which is familiar to both ABP securityholders and ASF

securityholders. As part of the process, the boards of the Merger Entities will be

streamlined and the Merger Entities will operate as a single co-ordinated economic

group. It is expected this will reduce administrative complexities arising from

maintaining the separate listed and unlisted stapled entities.
What has the The Independent Expert has considered the Merger and concluded that the Merger is: 2 and
Independent Expert . “not fair but reasonable and in the best interest” for ASF securityholders; and Attach-
said? ment 3

e  “fair, reasonable and in the best interest” for ABP securityholders.

A summary of the Independent Expert's report is set out in Section 2.
What will the Following the Merger, the Merged Group will be a diversified property group listed on 8
Merged Group look  the ASX, with approximately:
lke if therl)\/lerger e total assets of $2.1 billion and net assets of $1.1 billion; and
proceeds?

e 424m New Stapled Securities on issue.

The Merged Group's core business activities will be substantially the same as the

activities of the existing ABP comprising:

e  direct property investment including the ASF storage assets;

e funds management (currently the subject of a strategic review) and Wholesale

Third Party Capital Alliances; and

4 property ventures.

What is the impact ~ ABP does not provide distribution forecasts, reflecting that in each period, income may 3.2

on distributions
from the Merger?

comprise a mix of more stable recurring income and profit from transactions which are
less predictable and the timing of which may vary.

The pro forma underlying profit of the Merged Group for the year ended 30 June 2011
does not indicate an adverse distribution impact for ABP and ASF securityholders
arising from the Merger itself.

The current year-to-date performance of both ABP and ASF would support distributions
in line with the same period last year (i.e. 8.25 cents for ABP and 4.375 cents for ASF) for
the half year to 31 December 2011.

ASF securityholders will also benefit from any income earned on the Merger
Distribution.

ASF securityholders will receive a quarterly distribution to 31 December 2011 from ASF,
to be paid in February 2012. If the Merger is approved, ASF securityholders will receive
New Stapled Securities in the Merged Group and be entitled to a distribution for the
half year ending 30 June 2012, payable in August 2012. ASF securityholders will not

be entitled to any distribution from ASF in the period between 1 January 2012 to the
Implementation Date, other than the Merger Distribution.

ABP securityholders will continue to receive distributions on a half yearly basis.

Risk factors which might impact on the performance of ABP and ASF are set out in this
Sections 1, 3.4, 4.4 and 9.
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REFERTO

QUESTION ANSWER SECTION

How is the Merger ~ The Merger Ratio is based on the relative pro forma net tangible assets of ABP per 53
Ratio determined?  security (inclusive of pro forma distribution adjustments and the adoption of AASB 10)
and ASF per security at 30 June 2011.

The pro forma net tangible assets of ABP have been written down to $2.41 prior to the
Merger as a result of recognising the distribution to ABP securityholders declared post
30 June 2011 and adopting AASB 10. AASB 10 recognises an immediate write down of
the loan from ABP to AHF (which may be recoverable in full) and immediate recognition
of the guarantee to ADIF Il unitholders (even though the guarantee may not be called
and any potential exposure is some years away). The ABP Board considers that this
represents a conservative and fair basis of exchange.

Ernst & Young has prepared an unqualified Investigating Accountant's Report on the Attach-
pro forma financial statements which underpin the net tangible asset values of the ment 1
Merger Entities.

What are the tax Greenwoods & Freehills Pty Limited has provided a taxation report on the general Attach-
implications of the ~ Australian taxation impacts of the Merger on ABP securityholders and ASF ment 2
Merger? securityholders. The taxation report is set out in Attachment 2.

In summary, there should be no immediate capital gains or income tax implications
as a consequence of the Merger, but the cost base of Your securities will be affected.
However, You should seek Your own taxation advice in relation to this proposal.

What are the ABP and ASF have executed an Implementation Deed containing the various M
conditions of the conditions to the Merger. These include:

Merger? . : .
9 e ASIC and ASX issue or provide all consents, waivers and approvals necessary to

implement the Merger;

e approval of the Foreign Investment Review Board for participation by the Kirsh
Group in the Merger is received;

e approval of the Overseas Investment Office, New Zealand for participation by the
Kirsh Group in the Merger is received,;

e all other necessary government agency approvals are obtained;

e all third party consents, approvals and waivers necessary to implement the Merger
are obtained;

e ASX approves the New Stapled Securities for quotation;

e ABP securityholders and ASF securityholders pass the resolutions by the requisite
majorities required to implement the Merger, as set out in each Notice of Meeting;

®  no temporary restraining order, preliminary or permanent injunction or other order
issued by a court or other legal restraint or prohibition preventing the Merger is in
effect at 8:00 am on the Meeting Date; and

®  no material adverse change in respect of the business, operations, financial
condition or ability of ABP or ASF to perform their respective obligations under
the Implementation Deed has occurred as at 6:00 pm on the day before the
Meeting Date.

The ABP Board has capacity to terminate the Merger if ABP receives an alternative
proposal that the ABP Board determines is superior to the Merger.

The ASF Board has capacity to terminate the Merger if ASF receives an alternative
proposal that the ASF Board determines is superior to the Merger.

Who will the If the Merger is approved, the directors of the Merged Group will be the current ABP 8.5
directors of the Directors.
Merged Group be?
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QUESTION ANSWER SECTION

How have the ABP The ABP Directors are required by law to act in the best interests of ABP

Board and the ASF  securityholders. The ASF Directors are required by law to act in the best interests of ASF

Board managed securityholders. The Merger involves a balancing of the relative interests of each set of

conflicts of interest?  securityholders. A potential for conflict arises in this case because the majority of the
ABP Directors are also ASF Directors.

This potential conflict has been carefully considered by the directors in assessing the
Merger proposal. The directors have taken a number of steps to address the potential
conflict as follows:

e The directors have carefully and separately considered the position of each set
of securityholders. The directors determined that the Merger satisfies the best
interests of both ABP securityholders and ASF securityholders and that accordingly
the directors could recommend the proposal to both ABP securityholders and ASF
securityholders. Section 3 sets out why the directors believe the Merger is in the
best interests of ABP securityholders. Section 4 sets out why the directors believe
the Merger is in the best interests of ASF securityholders.

*  Recognising the potential for conflict, the directors also commissioned the
Independent Expert to confirm independently whether the Merger is in the best
interests of each set of securityholders. The Independent Expert has concluded
that the Merger is:

- fair, reasonable and in the best interest of ABP securityholders; and
- not fair, but reasonable and in the best interest of ASF securityholders.

e The directors have also sought legal, tax and accounting advice in connection with
the Merger proposal. The tax advice is set out in Attachment 2. The Investigating
Accountant’s Report is set out in Attachment 1.

e Myra Salkinder did not participate in the ABP Directors’ or the ASF Directors’

consideration of the Merger proposal having regard to the potential for conflict
arising from her association with the Kirsh Group.

What is the Sale Foreign Securityholders will not receive securities in connection with the Merger (due to 1.7
Facility? legal restrictions), but will instead have the New Stapled Securities to which they would

otherwise be entitled sold through the Sale Facility (described in Section 11.7). Foreign

Securityholders will not be eligible to participate in the DRP for the ABP distribution

covering the six month period to 31 December 2011. Distributions and sale proceeds

will be paid by electronic funds transfer (if details are held by the Registry) or by cheque.

At 21 December 2011, there was 1 Foreign Securityholder in ASF holding 0.109% of ASF

securities and 32 Foreign Securityholders in ABP holding 0.708% of ABP securities.

ASF securityholders may also elect to have the New Stapled Securities to which they
would otherwise be entitled sold through the Sale Facility, free of brokerage or other
charges. There is no limit on the number of ASF securityholders or ASF securities which
may participate in the Sale Facility.

Participation in the Sale Facility is not available to ABP securityholders (other than
Foreign Securityholders).

How do | participate  Securities owned by Foreign Securityholders will be sold automatically. If You are an 1.7
in the Sale Facility?  ASF securityholder, You can elect to participate in the Sale Facility by completing the

Election Form attached to Your Notice of Meeting. If You choose this option, the Sale

Bank will sell Your New Stapled Securities by way of a bookbuild process or in the

ordinary course of trading on ASX at the best available price it can obtain. The sale

price paid to You will be the price obtained for all New Stapled Securities sold by the

Sale Bank divided by the number sold. You will not have to pay any brokerage or other

expenses of the sale.
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B KEY INFORMATION FOR ASF SECURITYHOLDERS

REFER TO
QUESTION ANSWER SECTION
What are the If the Merger is implemented, ASF securityholders will benefit through: 4.2
advantages of the - . . ) .
Merger for ASF a liquidity exit strategy which the ASF Board believes is preferable to other

available alternative strategies. Exit strategies for ASF are likely to be difficult
in the current economic climate. The Merger will allow ASF securityholders
the opportunity to cash out all or part of their holdings by trading on the ASX
following the Merger or through the Sale Facility;

securityholders?

e aMerger Distribution of $0.14 per existing ASF security (other than ASF securities
held by ABP), being a 8.7 cent fully franked dividend and a 5.3 cent capital
distribution, paid in cash;

e |ower overall gearing. The current level of gearing (approximately 53.6%) and
the covenants attaching to debt in ASF significantly restrict its opportunities.
ASF banking covenants become more onerous over time, with the loan to value
ratio reducing from 55% to 50% and interest cover ratio increasing from 1.55x to
1.75x between the date of this Explanatory Memorandum and January 2013. This
may require additional equity being sought which is likely to result in dilution to
existing ASF securityholders (who do not participate in the capital raising). Further
distributions may be cancelled or suspended to reduce bank debt. The Merger
addresses this issue;

e forthose who do not want to exit ASF at this stage, exposure to a larger more
diversified portfolio of assets (including the ASF portfolio) with greater net tangible
asset value and flexibility for future liquidity;

e benefits of greater diversification through exposure to the diversified assets of the
Merged Group compared to ASF;

e potential upside if New Stapled Securities trade closer to the net tangible assets
of the Merged Group (recognising that there is currently a significant discount
between the price at which ABP trades on the ASX and the value of its underlying
assets); and

e ASFML fee arrangements will remain in place after the Merger but will be
internalised resulting in an alignment of interests and no fee leakage in respect
of the ASFML fees. This means that the fees and costs previously payable out of
ASF to ABP will, following the Merger, be payable to a company that is ultimately
owned by You as the holder of a New Stapled Security. The Storage King fee
arrangements will remain in place. Apart from management fees, the ASFML and
Storage King fee arrangements include performance fees, sales management
fees, termination fees and the potential recovery of reduced management fees,
all of which are subject to certain conditions. If the Merger does not proceed
then the ASFML fees will not be internalised. The ongoing fee savings resulting
from the internalisation will not be significant given the 8.9% interest that ASF
securityholders will hold in the Merged Group. However if the Merger does not
proceed and alternative liquidity strategies are pursued, fees payable by ASF to
third parties may be significant.
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REFERTO

QUESTION ANSWER SECTION
Are there any If the Merger is implemented, the potential disadvantages for ASF securityholders are: 43,44
disadvantages of and 11.6

e exposure to ASX market trading. The listing of ASF securities as part of the New
Stapled Securities will enhance liquidity but will also expose investors to potential
market volatility and price fluctuations. The value of the ABP securities being
offered under the Merger may also decrease at any time after the date of this
Explanatory Memorandum and before the Implementation Date, depending on
the trading price of ABP securities. Section 5.4 describes the sensitivity of the
Merger consideration to movements in the ABP security price and where to find
current security price information. ASF securityholders will be advised of the
current ABP security price at the start of the meeting or any adjourned meeting;

the Merger for ASF
securityholders?

e the diversified assets of the Merged Group, the majority of which comprise
retail, industrial and commercial property, will provide the benefits of greater
diversification. However, they will also expose ASF securityholders to broader
general property market risks than the storage asset portfolio. The storage asset
portfolio has provided relatively stable cash flows and a recurring income stream
in varying economic conditions. ABP's income typically includes a mix of recurrent
and transactional income;

e the high gearing of ASF means that any increase in asset value will result in
a higher return on equity for ASF securityholders (although this also involves
higher risk). If storage assets increase in value at a greater rate than ABP’s current
portfolio, the higher return due to the higher leverage of ASF will be shared with
ABP securityholders rather than exclusively benefiting ASF securityholders;

e the fair market value of the Merger consideration of $1.16 to $1.22 per ASF security
is less than the fair market value of an ASF security of $1.24 to $1.25 as determined
by the Independent Expert. On this basis, the Independent Expert has concluded
that the transaction is “not fair, but reasonable and in the best interest” for ASF
securityholders;

*  prior to the Merger ASF securityholders as a whole control all of the votes in
respect of ASF. The largest securityholder is ABP with 19.955%. The Merged
Group will be significantly larger than ASF and the Merger will therefore result in
a dilution of this voting power, with ASF securityholders as a whole holding only
8.9% of the votes in respect of New Stapled Securities; and

e because the Kirsh Group currently holds a significant securityholding in ABP, the
Merger will result in the Kirsh Group acquiring an equivalent percentage of ASF
(i.e. up to 42.207% of ASF). ASF securityholders will be asked to consider and
vote on this as part of their consideration of the Merger. The Independent Expert
has considered this in its report. Further information on the Kirsh Group and its
intentions is set out below and in Section 11.6.
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QUESTION

ANSWER

REFERTO
SECTION

What are the
key risks of the
Merger for ASF
securityholders?

There are a number of key risks in relation to the ABP properties which are common to
any property investment, such as fluctuations in income and value, changes to inflation
and interest rates, declines in the demand for property and tenant defaults. These risks
are outlined further in Sections 9.1 and 9.2.

More specific key risks relating to the ABP portfolio are as follows:

e as ASF securities will become merged with ABP securities and quoted on ASX as
part of the New Stapled Securities, the price of those securities will be subject
to market movement and volatility which may or may not be referable to the
underlying performance of the assets of the Merged Group. The share markets
have been extremely volatile in recent times;

e while the ABP portfolio is more diversified, it has a broader exposure to general
property risks, including risks associated with property development, mortgage
lending and funds management. ABP’s income typically includes a mix of recurring
and transactional income. This compares to the ASF portfolio which has provided
relatively stable cash flows in varying economic conditions;

e the value of the Merger consideration at any particular date will also be affected by
movements in the ABP security price as described above and in Section 5.4;

e the Kirsh Group currently holds a significant interest in ABP and has steadily
increased this stake over time as permitted by the 3% creep rules of the
Corporations Act. This stake may limit the potential for future security price
increases or control premiums that might otherwise be payable on a takeover.
Further, if the Kirsh Group acquires control of the Board or 50% or more of the
Merged Group, it will be a review or default event under the Merged Group's
banking facilities allowing the relevant banks to reconsider the provision of finance
to the Merged Group. However, the Kirsh Group has indicated it will consult with
the banks before triggering such an event.

4.4

Were any alternative
exit strategies
considered for ASF
securityholders?

The ASF Board has for some time been considering exit strategies for ASF
securityholders having regard to the objective of ASF to provide liquidity as
contemplated in the ASF offer documents. In 2010, ASF securityholders approved an
extension of the liquidity date from 2010 to 2013 to give the ASF Board further time in
which to achieve a satisfactory liquidity outcome.

The adoption of the Merger as the liquidity exit strategy will necessarily preclude other
strategies. However, the ASF Board has reviewed a number of exit strategies and
considered whether an exit strategy should be adopted now or in the short to medium
term. The ASF Board believes that none of the alternative exit strategies are as attractive
as the Merger. There is a limited window in which to implement the Merger as there are
likely to be adverse tax consequence which would significantly impact the viability of the
Merger if the meeting does not proceed as planned and the Kirsh Group subsequently
decides to increase its holding in ABP from its current holding of 39.2% to more than
40%. Accordingly, the ASF Board believes the Merger should be adopted now.

Relevant factors taken into account in considering alternative exit strategies were:

e fees: significant fees may become payable in future by ASF referable to
performance and/or other exit strategies;

e gearing: the current gearing of ASF is relatively high. Asset realisation proceeds
may be adversely affected if ASF were forced to sell properties to meet bank debt
covenant and/or repayment obligations;

. recapitalisation: under current market conditions, a recapitalisation of ASF would
be likely to be value dilutive to existing ASF securityholders (for those who do not
participate in the capital raising).

4.1
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QUESTION ANSWER SECTION
Were any alternative Alternative strategies considered, and the findings of the Independent Expert in 4.1
exit strategies relation to each of them, were:
considered for ASF . . . . . !
securitvholders? immediate sale: the immediate sale of the ASF portfolio. The Merger results in a
(contin{Jed) i higher range of values and reasonable certainty of outcome with less execution
risk than an immediate sale of the ASF portfolio. The sale of the portfolio was
also considered, assuming a sale in two parts over a 12 month period. This was
determined to be an inferior outcome compared to the Merger;
*  separate listing: a stand-alone listing. This would create a sub-scale listed entity.
The Merger results in a higher range of values compared to this scenario;
e deferred sale: executing a sale of the entire portfolio in 2 years time (December
2013). The Merger results in approximately the same or a higher range of values
other than in the scenario of strong storage asset value growth rates where the
highest value of $1.25 exceeds the upper end of the Merger fair market value
consideration of $1.22. However, this analysis ignores any potential value growth in
the New Stapled Securities. Further, the Merger has reasonable certainty of outcome
with less execution risk and less asset growth risk compared to this scenario;
e  recapitalisation or a third party merger of ASF: both these strategies were
considered, but would have potentially resulted in significant value dilution and
may not provide an immediate exit strategy; and
e selling all assets individually or in small groups: the Merger results in a higher
range of values, with the benefit of reasonable certainty of outcome and less
execution risk.
Since announcing the Merger, ASF has received a preliminary expression of interest in
the ASF portfolio. See the Chairman’s letter which addresses the ASF Board's proposed
action on this proposal.
What has the The Independent Expert has considered the Merger and concluded that the Merger is 2 and
Independent Expert  “not fair but reasonable and in the best interest” for ASF securityholders. Attach-
said? ment 3
Why is the Merger ~ ASIC RG 111 in respect of a control transaction requires the Independent Expert 2 and
determined by to determine whether an offer is “fair” by comparing the fair market value of ASF Attach-
the Independent securities (on a control basis) to the fair market value of the consideration offered to ment 3

Expert to be “Not
Fair” for ASF
securityholders?

ASF securityholders under the Merger. This requires the Independent Expert to assess
the fair market value of ABP securities offered under the Merger on a minority basis and
the cash component at its face value.

The fair market value of ASF on a control basis is based on its net asset value on a
going concern basis (further adjusted for change of control costs). The fair market
value range as determined by the Independent Expert on this basis is $1.24 to $1.25.
However this value range does not:

e allow for some exit fees or asset realisation fees that ASF may incur on an exit
strategy. These fees include performance fees, sales management fees, agents’
fees and potential recoupment of reduced management fees. The extent to
which these fees can be charged by ASFML will depend on the exit strategy and
specified conditions. These fees are considered in the “reasonableness” test
by the Independent Expert and some are factored into the alternative strategy
scenarios;

e take account of any capital requirements or any particular circumstances facing
ASF such as its high gearing level relative to the AREIT sector, which may require
future recapitalisation;

e allow for the disparity in value caused by the unlisted status of ASF compared to
the listed status of ABP.
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REFER TO

QUESTION ANSWER SECTION
Why is the Merger ~ The Independent Expert has determined that the fair market value of the Merger 2 and
determined by consideration per ASF security is between $1.16 to $1.22 comprising: Attach-
g:(e Ier:lteopir;q’eg; e the value entitlement portion of a New Stapled Security (on a minority basis) of ment 3
FaiF:” for ASF between $1.02 to $1.08. This is based on an assumed ABP trading price range of
securityholders? $1.90 to $2.00 which is then multiplied by the Merger Ratio of 0.538; plus
(continued) e The Merger Distribution of $0.14.

The Independent Expert has determined that the Merger offer is “not fair” because

the fair market value of an ASF security (on a control basis) of $1.24 to $1.25 is more

than the fair market value of the Merger consideration of $1.16 to $1.22 based on an

assumed ABP share price range of $1.90 to $2.00.

The 30 day VWAP for an ABP security as at 11 January 2012 was $1.95.
Why is the Merger  Although the Merger offer has been determined to be "not fair” for ASF 2 and
determined by the  securityholders, it has been determined to be “reasonable and in the best interest” Attach-
Independent Expert  primarily because the advantages of the Merger outweigh the disadvantages of the ment 3

to be "Reasonable
and in the Best
Interest” for ASF
securityholders?

Merger. Key findings of the Independent Expert include:

Advantages

the fair market value of the Merger consideration is above the values for most

of the alternative exit strategies available to ASF other than a high asset growth
strategy with asset realisation two years away (December 2013) where the
highest value of $1.25 exceeds the upper end fair market value of the Merger
consideration of $1.22. However, this analysis ignores any potential value growth
in the New Stapled Securities. Further, there is reasonable certainty of outcome
with less risk under the Merger compared to the alternate strategies;

lower gearing in the Merged Group compared to ASF;

there is no market for trading in ASF securities and the ASF liquidity facility is
unavailable;

on the basis that FY12 distributions of each of ABP and ASF would not change
from FY11 distributions, the ASF securityholders would be better off in terms of
equivalent income per ASF security;

the Merger Ratio approximates the relative contributions of pro forma balance
sheet NTA of ASF and ABP;

the equivalent pro forma net assets and net tangible assets per New Stapled
Security plus the Merger Distribution received under the Merger per ASF security
totals $1.49 to $1.43 respectively. This exceeds the pro forma NAV of $1.29 per
ASF security; and

there is upside for ASF securityholders if the New Stapled Securities trade closer
to the Merged Group's NTA and/or NAV.

Disadvantages

exposure to non storage assets;
exposure to share market volatility via the listed New Stapled Securities; and

the fair market value of the Merger consideration is at a discount to the fair market
value of an ASF security as determined by the Independent Expert.

161



REFERTO

QUESTION ANSWER SECTION
How is the Merger  Since the Merger consideration is primarily based on a fixed number of ABP securities, 5.4
consideration for the value of the Merger consideration for ASF securityholders on implementation

ASF securityholders  will depend on the price that the New Stapled Securities trade at on and after

affected by implementation of the Merger. The price of New Stapled Securities will vary in

movements in the the future based on market conditions and any changes in the Merged Group's

ABP security price?  circumstances.

What interest The Kirsh Group is a privately held investment group founded by Mr Nathan Kirsh 11.6

will the major
securityholder
have following the
Merger?

with substantial international business interests. The Kirsh Group assisted in a
recapitalisation of ABP in 2009 following the GFC, initially through a private placement
and subsequently through the sub-underwriting of a rights issue. Since then, the Kirsh
Group has increased its stake on a regular basis through the exercise of its rights under
the 3% creep provisions of the Corporations Act and through participation in the DRP.

The Kirsh Group currently holds a 39.207% relevant interest in ABP. If the Merger does
not proceed, the Kirsh Group would be entitled in the next 6 months to increase its
holding to 42.207%.

Because the Kirsh Group holds more than 20% in ABP, the Corporations Act deems that
it holds a relevant interest in any securities held by ABP. As ABP currently holds 19.955%
of ASF, the Kirsh Group also has a relevant interest of 19.955% in ASF.

If the Merger proceeds, the Kirsh Group will (on implementation) hold a relevant
interest in 35.735% of the New Stapled Securities. In short, the Merger will dilute the
Kirsh Group’s interest in ABP from 39.207% to 35.735% while increasing its interest in
ASF from 19.955% to 35.735%.

The Merger ultimately involves the Kirsh Group increasing its relevant interest by
15.78 % in ASF. This increase requires approval by ASF securityholders under the
Corporations Act.

In addition, the Kirsh Group has indicated it would not view the Merger favourably if
the Merger would disadvantage it by precluding it from acquiring the same percentage
interest in the Merged Group as it is currently entitled to purchase in ABP. Accordingly,
ASF securityholder approval is sought to allow the Kirsh Group to purchase New
Stapled Securities in the 6 months following implementation of the Merger to allow the
Kirsh Group to increase its voting power to up to 42.207% of the Merged Group (as it
currently would be entitled to do in respect of ABP if the Merger were not effected).

If this approval is not obtained, the Merger cannot proceed.
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REFERTO

QUESTION ANSWER SECTION

What are the Kirsh The Kirsh Group has advised ABP that its present intention is to be a long-term 11.6.2
Group's intentions?  strategic investor in ABP and that it may wish to further exercise its rights under the
creep provisions and DRP participation.

The Kirsh Group currently has no ability or intention to change the composition of the
ABP Board or the ASF Board or the management or nature of the business of ABP or
ASF, but reserves the right to review its intentions in the future.

If the Kirsh Group acquires control of the ABP Board or 50% or more of the Merged
Group, it will be a review or default event under the Merged Group's banking facilities
allowing the relevant banks to reconsider the provision of finance to the Merged Group.
However, the Kirsh Group has indicated it will consult with the banks before triggering
such an event.

The Kirsh Group has stated that it:

e currently intends that ABP and ASF will be combined into the Merged Group as
described in this Explanatory Memorandum but will otherwise continue to operate
in their present forms;

e does not currently intend that any major changes be made to the operation or
management of ASF;

e does not currently intend to inject further capital into ASF (other than to the extent
they may elect to participate in the DRP); and

e does not intend to significantly change the financial or dividend policies of the
Merged Group. Distributions are currently payable quarterly out of ASF but
following the Merger distributions out of the Merged Group will be made 6
monthly to align with the current ABP distribution regime.

The Kirsh Group has stated that it has no specific intention to acquire additional New
Stapled Securities in the six months following the Merger, but would like to retain the
flexibility to do so, as it currently has with ABP. Any decision to purchase New Stapled
Securities will be assessed at the relevant time with reference to the then-current
trading price. The Kirsh Group currently intends to participate in the DRP following the
Merger.

What is the The Independent Expert has determined that the acquisition by the Kirsh Group of up 2
Independent to 42.207% following the Merger is not fair but reasonable and in the best interest for
Expert's opinion? ASF securityholders.

What resolutions of ~ The resolutions that ASF securityholders must approve in order for the Merger to "
ASF securityholders  proceed are: Notice of
are required for the Meeting

Merger to proceed? e Resolutions 1 and 2: Approval to split ASOL shares and ASPT units;

e Resolutions 3 and 4: Approval to amend the constitutions of the ASF Entities to
give effect to the Merger and to otherwise make these constitutions consistent
with the constitutions of the ABP Entities (other than as to fees). Subject to ABP
securityholders approving the Merger by passing resolutions 7 to 10 in the ABP
Notice of Meeting, resolutions 3 and 4 if approved will result in amendments to
the constitutions of the ASF entities to allow for the reallocation of capital between
stapled entities and buy-backs;

e  Resolutions 5 and 6: Approval to consolidate ASOL shares and ASPT units; and

e  Resolutions 7 and 8: Approval under item 7 of section 611 of the Corporations
Act for the acquisition by the Kirsh Group of a relevant interest in ASF securities

resulting from the Merger and a relevant interest of up to 42.207% in ASF
securities in the 6 month period following the Merger.
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QUESTION ANSWER SECTION

What are the If the Merger is implemented, ABP securityholders will benefit through: 32
advantages of the
Merger for ABP
securityholders?

exposure to one of Australasia’s largest portfolios of storage assets. This is a
significant portfolio in an asset class ABP has managed for the last 6 years;

e increased asset scale through access to ASF's storage asset portfolio valued at
$332m. This reweights the Merged Group's balance sheet to the targeted ratio
of 70% Directly Owned Properties and 30% Other Property Assets respectively to
achieve ABP’s preferred balance of recurrent and other income;

e ABPis obtaining exposure to the ASF portfolio by effectively issuing securities at
pro forma NTA of $2.41 per ABP security which is above the recent trading prices
of ABP securities. However, the $2.41 also represents:

- a 5% discount to the $2.54 pro forma NAV; and

- adiscount of 0.8% to 5.5% on the Independent Expert’s fair market value of an
ABP security of $2.43 to $2.55 (on a control basis).

These discounts are small compared to some discounts applied in other market
transactions over recent years;

®  access to the underlying cash flows of the storage assets which have proven stable
in varying economic conditions, including through the recent GFC, and have
shown marginal increases since that time. This in turn should bolster the recurring
income profile of ABP;

e  reduced overall cost of ASF debt and improved covenants and terms; and

e the Independent Expert has concluded that the transaction is “fair, reasonable and
in the best interest” for ABP securityholders.

Are there any If the Merger is implemented, the potential disadvantages for ABP securityholders are: 3.3
disadvantages of
the Merger for ABP
securityholders?

pro forma Covenant Gearing will increase from approximately 31.6% to
approximately 37.6%. This is within the 50% gearing requirement imposed by
ABP’s banks;

e pro forma Group Gearing will increase from approximately 26.7% to 32.7%. This is
within the Group Gearing target of 30-35%;

e there will be a nominal decrease in 30 June 2011 pro forma NTA per New Stapled
Security of $0.02 from $2.41 to $2.39 due to the cash used for the Merger. However,
this cash used is less than the notional duty had the Merger been transacted by
way of sale of the ASF assets to ABP; and

e there will be a nominal reduction in underlying EPS of 2% (from 19.4 cents to 19.0
cents) (based on the FY11 pro forma Merged Group income statement) in part due to
tax payable by ASF because the U Stow It self storage assets are held by a company.
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abacus property group and abacus storage fund

REFER TO
QUESTION ANSWER SECTION
What are the There are a number of key risks in relation to properties which are common to any 34
key risks of the property investment. ABP securityholders are already exposed to these risks in the
Merger for ABP existing ABP property portfolio. They will now be exposed to those risks in the ASF
securityholders? storage assets.

More specific risks relating to the ASF storage assets are as follows:

e ASF owns both the freehold property and the self storage business. It does not
merely collect rent from a tenant but rather it is exposed to the risk that the
underlying self storage business performs poorly and the net operating income of
the storage business declines;

e while the demand for self storage space has to date proven relatively stable
through different economic cycles, there is a business risk that the demand for self
storage space may decline or that there may be an over-supply of storage space in
the future;

e all of the storage assets are operated by Storage King, with a majority of the
management agreements due to expire in May 2015. Storage King is a third party
and unrelated to the Merged Group. If Storage King were to cease business, or
fail to operate the storage facilities properly or fail to renew the management
contracts, there could be a loss in income, delays and costs associated with
engaging a new operator; and

e the Merger increases Covenant Gearing from approximately 31.6% to 37.6% which
reduces the headroom available against the bank gearing covenant of 50%.

What has the The Independent Expert has considered the Merger and concluded that the Merger is 2 and
Independent Expert  “fair, reasonable and in the best interest” for ABP securityholders. Attach-
said? ment 3
Why is the Merger In assessing the fair market value of an ABP security in accordance with RG111, ASIC 2 and
determined by the  has required the Independent Expert to value ABP securities on a minority basis. Attach-
Independent Expert  The Independent Expert has estimated the fair market value of an ABP security on a ment 3
to be "Fair” for ABP minority basis at between $1.90 to $2.00. On the basis that the fair market value of a

securityholders? New Stapled Security after the Merger will be equivalent to the assessed fair market

value of an ABP security before the Merger, the Independent Expert has determined
the Merger is fair for ABP securityholders.
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REFER TO

QUESTION ANSWER SECTION
Why is the Merger ~ As the Merger is determined to be fair it is also then determined to be reasonable and 2 and
determined by the  therefore in the best interest of ABP securityholders. The Independent Expert gave Attach-
Independent Expert  consideration to other factors and these include: ment 3
to be "Reasonable Advant
and in the Best vantages
Interest” for ABP e the fair market value of the Merger consideration is $1.16 to $1.22 is less than the
securityholders? fair market value of an ASF security of $1.24 to $1.25;
e ABP will be effectively issuing securities at $2.41 which is the pro forma net
tangible asset value to gain exposure to the ASF storage portfolio at net tangible
asset value. The $2.41 NTA:
- represents a discount of 0.8% to 5.5% on the Independent Expert’s fair market
value of an ABP security of $2.43 to $2.55 (on a control basis). However, these
discounts are small compared to some discounts applied in other market
transactions over recent years; and
- is above recent ABP security trading prices;
e the ASF portfolio will bolster the recurring income of ABP;
e the Merger Ratio approximates the relative contributions of pro forma balance
sheet NTA of ASF and ABP; and
e onthe basis that FY12 distributions of each of ABP and ASF would not change
from FY11 distributions, the ABP securityholders would be in the same position in
terms of equivalent distribution per ABP security.
Disadvantages
e ABP will use approximately $10.9m cash which is less than the notional duty cost
had this transaction proceeded by way of sale of the ASF assets to ABP. This will
result in a nominal reduction in pro forma Merged Group NTA,;
®*  anincrease in gearing; and
e anominal reduction in underlying EPS based on the pro forma Merged Group
financial statements in part due to tax payable by ASF because the U Stow It self
storage assets are held by a company.
What resolutions of ~ The resolutions that ABP securityholders must approve in order for the Merger to i
ABP securityholders  proceed are: Notice of
are required for the = Resolutions 7 - 10: Approval to amend the constitutions of the ABP Entities to give Meeting
Merger to proceed?
effect to the Merger.
What other In addition to the resolutions required to implement the Merger, ABP securityholders 1
resolutions are ABP  are being asked to approve: Notice of
securityholders Meeting

being asked to
approve?

Resolutions 1 — 4: Approval to amend the constitutions of the ABP entities to allow
for the reallocation of capital between stapled entities and buy-backs; and

Resolutions 5 and 6: Approval to consolidate shares issued as part of the
proposed reallocation of capital from AT and AIT to AGHL and AGPL. These
resolutions will take effect, if passed, whether or not the Merger proceeds.
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D OTHER ITEMS OF BUSINESS

REFER TO
QUESTION ANSWER SECTION
What is the impact ~ As part of the funds management strategic review, ABP gave consideration to the new 10.3
of the adoption of accounting standards AASB 10, 11 and 12. As a consequence, in December 2011, ABP
new accounting adopted the new accounting standards AASB 10, 11 and 12.
?‘c]a;]:gr?;AASB 10 The impact of the adoption of AASB 10 on ABP is that it alters the way in which ABP

accounts for its managed funds. This will have a negative impact on reported net
tangible assets but will not impact underlying earnings or cash flows of ABP. The
impact of the adoption of AASB 10 on ABP is that pro forma NTA is reduced by 22
cents per ABP security comprising:

e a2 12 centreduction due to the ABP guarantee to ADIF Il unitholders being re-
measured as if the fund were wound up and the capital guarantee payable today,
even though approximately 80% of the guarantee exposure (if any) would not be
payable until the fund’s actual wind up date of between 1 July 2016 and 30 June
2017 and approximately 20% of the guarantee exposure (if any) would not be
payable until 2013; and

e a2 10 centreduction due to the ABP working capital loan to Abacus Hospitality
Fund being re-measured as if the fund were wound up today and a significant
portion of the loan were not repaid, even though the loan is not repayable until
March 2016.

These changes are accounting changes only and do not reflect that loans may be
recoverable in whole or in part at a future date and/ or that the guarantees may not be
payable. ABP’s banks have agreed to provide the necessary consents for the Merger
and have confirmed that banking covenants will not be affected by the Merger and the
adoption of AASB 10.

Further details of the adoption of AASB 10, 11 and 12 are set out in the ABP ASX
release dated 8 December 2011.

What other information is available?

Sections 11 and 12 contain other information in relation to the Merger including a description of the proposed changes
to the constitutions of the ABP Entities and the ASF Entities, a summary of the Stapling Deed and Implementation Deed,
details of the interests of directors and other relevant information.

If You have any further questions, You can contact the Registry on 1300 139 440 or abacus@boardroomlimited.com.au or visit
Abacus Property Group's website at www.abacusproperty.com.au. Full details are provided in the Corporate Directory at
section 14.
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9 January 2012

The Directors

Abacus Property Group
Abacus Storage Fund

Level 34 Australia Square

264 - 278 George Street
SYDNEY NSW 2000

Dear Directors

INDEPENDENT EXPERT'S REPORT

lawler ©

corporate finance

MERGER OF ABACUS PROPERTY GROUP AND ABACUS STORAGE FUND

Abacus Property Group (“"ABP”) is an internally managed, stapled entity, listed on the
Australian Securities Exchange ("ASX"), providing exposure to a diversified portfolio of
mortgage investments and property
ABP’s market
ABP owns and manages real

Abacus Storage Fund (“ASF”) is an unlisted stapled entity. ASF is one of the largest
participants in the Australasian self-storage industry and owns a diversified portfolio of 41
self storage facilities with 30 in Australia and 11 in New Zealand and one small

ASF does not have any employees and is externally managed by Abacus Storage Funds
Management Limited ("ASFML"”) that is the Responsible Entity for the Abacus Storage
Property Trust ("ASPT"), being one of the stapled entities. ASFML is ultimately wholly-
owned by ABP. Day-to-day management of the self storage facilities is outsourced to the

The Directors of ABP and ASF have requested this report to assist them in assessing and
making a recommendation in relation to the Merger proposal, as summarised below. The
Directors believe that obtaining an independent expert’s report of this nature is important
to assist in the management of conflicts of interest which exist in this circumstance due to
the fact of there being substantially common directorships on the boards of ABP and ASF.

1 Introduction
commercial, retail, and industrial property,
development ventures and property funds management activities.
capitalisation as at 31 October 2011 was $735 million.
estate assets in Australia and New Zealand worth more than $2,200 million.
commercial property, with a total value of approximately $332 million.
Storage King group of companies, Australasia's largest self storage operator.
2 Merger

Lawler Corporate Finance Pty Ltd Sydney

It is proposed that:

° ABP and ASF will become merged as a stapled entity (*Merged Group”) by way
of stapling their respective securities ("New Stapled Securities”); and

° Calculator Australia Pty Limited, as trustee of Calculator Australia Trust, and
KiFin Limited (“"Kirsh Group”) be granted approval to increase their relevant
interest in ASF securities from the current 19.955% up to 42.207% in the six
month period following the merger (“Kirsh Proposal”),

(together, the “"Merger”).

Newcastle

ABN € 93 95 . . i
evel 9, 1 O'Connell Street 763 Hunter Street W/
AFSL Sydney NS 00 Australia Newcastl t NSW 2302 Australia BR U
gt GPO Bc ydney NSW 2001 PO Box 2 angar NSW 2309 CLIENT
ability limited by a scf 5
2 ;‘v‘w ,‘~ fer 3 telephone 02 8. D00 telephone 02 4 688 r> CHOICE
Standards Legislation facsimile 02 8346 6099 facsimile 2 AWARD S
DX GENEVA GROUP INTERNATIONAL 2 () 1 1

www.lawlercf.com.au

(
nfo@lawlercf.com.at mail@lawlercf.com.au Independent Member
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The Kirsh Group is the largest security holder in ABP, with a relevant interest of 39.207%.
ABP is the largest security holder in ASF, with a relevant interest of 19.955%. Under the
Corporations Act 2001 (Cth) (“Corporations Act”), the Kirsh Group is deemed to have a
relevant interest in ASF equal to ABP’s existing relevant interest and accordingly, also has a
relevant interest of 19.955% in ASF. However, as far as ABP and Lawler Corporate Finance
Pty Limited ("LCF”) are aware, the Kirsh Group and its associates do not hold any ASF
Securities.

In summary, under the terms of the Merger, existing ASF security holders other than ABP
(“Participating ASF Securityholders”) will be offered approximately 0.538 New Stapled
Securities plus 14 cents cash (the “Merger Distribution”) for each ASF Security held. The
allocation of New Stapled Securities in the Merged Group will be by way of a ratio (known as
the "Merger Ratio”) (refer Section 8 below).

If the Merger is implemented:

° Participating ASF Securityholders would acquire securities in the entities comprising
ABP (via the stapling process), while retaining reduced percentage interests in the
securities of the entities comprising ASF. Participating ASF Securityholders
collectively would move from owning 80.045% of ASF to owning 37.6 million New
Stapled Securities (approximately 8.9%) in the Merged Group, plus they receive a
cash amount totalling $9.8 million;

° existing ABP security holders ("ABP Securityholders”) would acquire securities in
the entities comprising ASF (via the stapling process), while retaining reduced
percentage interests in the securities of the entities comprising ABP. ABP
Securityholders collectively would move from owning 100% of ABP to owning
approximately 91.1% of the New Stapled Securities in the Merged Group; and

° the Kirsh Group will hold a relevant interest of 35.735% in the New Stapled
Securities in the Merged Group (that is, in each of the entities comprising ASF and
ABP), and will be allowed to increase their relevant interest and voting power up to
42.207% of the New Stapled Securities in the Merged Group in the six months
following the Merger (i.e. the Kirsh Proposal).

Details of the Merger are set out in the Explanatory Memorandum accompanying the Notices
of Meetings (“"Notices of Meeting”) to be sent to respective shareholders and unit holders
(“Securityholders”) in each relevant entity comprising ABP and ASF ("Documents”).

The Merger is subject to the approval of the various resolutions set out in the Notices of
Meeting by the Securityholders of each relevant entity comprising ABP and ASF that are not
precluded from voting ("Non-associated Securityholders”) and certain regulatory and
other conditions being satisfied.

3 Independent expert’s report
3.1 Requirement for an independent expert’s report

3.1.1 The Merger generally
LCF understands as follows:

° because of the structure adopted to implement the Merger (that is, by way of a
stapling arrangement) the Merger will be implemented simply via a vote of the
Non-associated Securityholders in each of ABP and ASF;

° the Corporations Act requires that an independent expert’s report (“"IER”) be
provided to ABP or ASF Securityholders only in relation to the Kirsh Proposal and
not the other aspects of the Merger;

Abacus IER 2012 - Independent Expert Report 3
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° there is no other regulatory requirement for an IER in relation to the Merger, such
as under the ASX Listing Rules (“Listing Rules”);

° in regard to voting on the various resolutions:

= ABP resolutions - there are no Securityholders (including Kirsh Group and its
associates) that are precluded from voting on any resolution; and

= ASF resolutions:

e all ASF Securityholders (including ABP and Kirsh Group (if Kirsh Group held
any ASF Securities)) may vote on all resolutions other than those dealing
with the Kirsh Proposal; and

e in relation to the resolutions dealing with Kirsh Proposal, all ASF
Securityholders (including ABP) other than the Kirsh Group (if Kirsh Group
held any ASF Securities), would be entitled vote on these resolutions.

3.1.2 The Kirsh Proposal

As the Merger is proceeding by way of stapling the securities of ABP and ASF, the Kirsh
Proposal requires approval by ASF Securityholders other than the Kirsh Group and its
associates ("Non-associated ASF Securityholders”). However, as far as ABP and LCF are
aware, the Kirsh Group and its associates do not hold any ASF Securities.

It is noted that if the Merger proceeded by way of a takeover of ASF by ABP, then the
matters addressed under the Kirsh Proposal would not require separate approval by Non-
associated ASF Securityholders.

There are two inter-conditional elements to the Kirsh Proposal:

° the Kirsh Group increasing their relevant interest in ASF from the current 19.955%
to 35.735%, as a result of the Merger; and

° the Kirsh Group being permitted to increase their relevant interest in ASF from
35.735% immediately following the Merger up to 42.207% in the six month period
following the Merger.

With respect to the Kirsh Proposal, Section 606 of the Corporations Act prohibits a person
acquiring a relevant interest in voting securities of a listed company or managed investment
scheme or an unlisted company with more than 50 members if the acquisition would increase
a person’s voting power in the entity:

° from 20% or below to more than 20%;or
° from a starting point that is above 20% and below 90%.

As a result of the Kirsh Group currently having a relevant interest of 39.207% in ABP, the
Corporations Act deems that the Kirsh Group also has a relevant interest in ASF equal to
ABP’s existing relevant interest of 19.955% in ASF.

By stapling ASF and ABP Securities under the Merger, the relevant interest of the Kirsh
Group in ABP will decline from 39.207% to 35.735% and in ASF will increase from 19.955%
to 35.735%. This increase in relation to ASF would be prohibited under Section 606, unless
approved by Non-associated ASF Securityholders under Section 611, Item 7 of the
Corporations Act ("Section 611").

Further, for a period of 6 months following the Merger, the Kirsh Group would be prohibited
from increasing their relevant interest in ASF (and therefore in the Merged Group) above
35.735%, as the 3% every 6 months “creep” provisions of the Corporations Act would not
apply in that period. Again, any increase could be approved by Non-associated ASF
Securityholders under Section 611.

Abacus IER 2012 - Independent Expert Report 4
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Whilst Section 611 does not explicitly state that an expert opinion is required in relation to
the resolutions of members dealing with proposals such as the Kirsh Proposal, Regulatory
Guide 74 Acquisitions approved by members ("RG 74") issued by the Australian Securities &
Investments Commission ("ASIC”) states that it is the obligation of directors to provide
members with full and proper disclosure.

This obligation may be satisfied by commissioning an independent expert to report on
whether the proposal is “fair" and "reasonable” to the non-associated security holders, as
those terms are defined in Regulatory Guide 111 Content of expert reports ("RG 111")
issued by ASIC.

3.2 This Report

We note that in relation to the ABP resolutions, all ABP Securityholders are entitled to vote
and therefore in preparing this Report our advice is to all ABP Securityholders.

In relation to the ASF resolutions, we note that ABP is entitled to vote on all ASF resolutions
and Kirsh Group (if it holds any ASF Securities) is entitled to vote on all ASF resolutions
except those dealing with the Kirsh Proposal.

In relation to the ASF resolutions, in preparing this Report we have concentrated on
assessing the Merger from the point of view of the Participating ASF Securityholders (defined
as those ASF Securityholders other than ABP).

In relation to the Kirsh Proposal and the ASF resolutions dealing with the Kirsh Proposal, we
have addressed our opinion to Non-associated ASF Securityholders (defined as ASF
Securityholders other than the Kirsh Group and its associates, if they hold any ASF
Securities).

The directors of each of the various entities involved in the Merger (“Directors”) have
requested that:

° LCF prepare an IER so as to fulfil their duties as directors and ensure that the ABP
Securityholders, Participating ASF Securityholders and Non-associated ASF
Securityholders are given the necessary information to enable them to make
informed decisions in relation to the Merger and Kirsh Proposal; and

° in preparing the IER and forming its opinions, LCF should meet analysis and
disclosure standards comparable (as applicable to the Merger and the Kirsh
Proposal, as appropriate) to requirements as if ABP and ASF were contemplating a
scheme of arrangement and provide an opinion as to whether or not the Merger
and Kirsh Proposal, as appropriate, is “fair” and “reasonable” to, and “in the best
interest” of, (as those terms are defined in RG 111 (as applicable)):

= Participating ASF Securityholders as a whole;

= ABP Securityholders as a whole; and

= Non-associated ASF Securityholders as a whole,
and state the reasons for reaching those opinions.

Accordingly, this Report has been prepared by LCF to assist Directors in making their
recommendation to the ABP Securityholders, the Participating ASF Securityholders and Non-
associated ASF Securityholders and to assist those Securityholders in their considerations of
whether or not to vote to approve the Merger, and in the case of Non-associated ASF
Securityholders, in relation to the Kirsh Proposal.

This Report is intended to accompany the Documents to be provided by the Directors to the
ABP Securityholders, the Participating ASF Securityholders and the Non-associated ASF
Securityholders.

Abacus IER 2012 - Independent Expert Report 5
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This Report should not be used for any other purposes or by any other party. Except in
accordance with the stated purpose, no extract, quote or copy of this Report, in whole or in
part, should be reproduced without our written consent, as to the form and context in which
it may appear.

3.3 Summary of Conclusions

Participating ASF Securityholders

In summary, our opinion is that the Merger is “not fair”, but is “reasonable” to, and “in the
best interest” of, Participating ASF Securityholders, as a whole, in the absence of a superior
proposal.

Non-associated ASF Securityholders

In summary, our opinion is that the Kirsh Proposal regarding the Kirsh Group increasing their
holding in ASF is “not fair”, but is “reasonable” to, and “in the best interest” of, Non-
associated ASF Securityholders, in the absence of a superior proposal.

ABP Securityholders

In summary, our opinion is that the Merger is “fair”, and therefore is “reasonable” to, and “in
the best interest” of, ABP Securityholders, as a whole, in the absence of a superior proposal.

Our reasons for reaching these conclusions are summarised below.

Abacus IER 2012 - Independent Expert Report 6
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4 Assessment of Merger for Participating ASF Securityholders

4.1 Summary of conclusions

In summary, our opinion is that the Merger is not “fair”, but is “reasonable” to, and “in the
best interest” of, Participating ASF Securityholders, as a whole, in the absence of a superior
proposal.

4.2 Basis of assessment

In assessing the fairness of the Merger to Participating ASF Securityholders, we have
followed the ASIC RG 111 procedure in respect of Control Transactions that requires the
assessment of the value of an ASF Security on a control basis and the New Stapled Security
comprising part of the Consideration offered for an ASF Security to be valued on a minority
basis.

4.3 Value of an ASF Security

We have assessed the fair market value of an ASF Security, on a control basis, at between
$1.24 and $1.25. This value is based on the net assets/net tangible assets of ASF as at 30
June 2011, (after various adjustments explained in the body of this report (refer Section 16))
and compares to the net asset/net tangible asset backing per ASF Security based on the
audited financial statements of ASF as at 30 June 2011 of $1.29 (after assumed conversion
to equity of the ASF Abacus Working Capital Facility ("ASF AWCF") advanced by ABP to ASF
(refer Section 12.9.5).

4.4 Value of a New Stapled Security

We have assessed the fair market value of a New Stapled Security on a minority interest
basis as being equivalent to the assessed the fair market value of an ABP Security on a
minority interest basis (refer Section 15.3). The value of ABP Securities on a minority
interest basis has been determined with reference to recent volume weighted average
market trading prices of between $1.90 and $2.00 per security (refer Section 11.12).

4.5 Value of Consideration offered for an ASF Security - Participating ASF
Securityholder viewpoint

We have assessed the fair market value of the consideration offered for an ASF Security
(“Consideration”) from the viewpoint of a Participating ASF Securityholder at between
$1.16 and $1.22.

This is based on the Merger Ratio, the value of New Stapled Securities on a minority interest
basis and the face value of the Merger Distribution (i.e. the cash component of 14 cents).

Table 1 — Assessment of fair market value of the Consideration — Participating ASF Securityholder viewpoint

Ref Note Low High
Section value value
Exchange ratio 2 A 1.86 1.86
Merger Ratio (Number of New Stapled Securities offered for each ASF Security) B=1+A  0.538 0.538
Value of one (1) New Stapled Security (minority basis) ($) 11.12 C 1.90 2.00
Value of proportion of New Stapled Security for each ASF Security (minority basis) ($) D=BxC 1.02 1.08
Cash per each ASF Security ($) 2 E 0.14 0.14
Total value of Consideration for each ASF Security (minority basis) ($) F=D+E 1.16 1.22
Source: LCF analysis
Numbers are rounded
Abacus IER 2012 - Independent Expert Report 7
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4.6 Assessment of whether the Merger is “fair”
The assessment of fairness is as follows:
Table 2 — Participating ASF Securityholders — Assessment of whether the Merger is “fair”
Ref Note Low value = High value
Value of an ASF Security (control basis) ($) Table 73 A 1.24 1.25
Total value of Consideration for an ASF Security ($) Table 2 B 1.16 1.22
Excess / (Deficiency) ($) C=B-A (0.08) (0.03)
Excess / (Deficiency) (%) D=C+A (6.5)% (2.4)%

Source: LCF analysis
Numbers are rounded

We have assessed the fair market value of an ASF Security on a control basis, to be $1.24 to
$1.25. This compares to the assessed the fair market value of the Consideration offered per
ASF Security of $1.16 to $1.22.

Based on the above analysis, the value of an ASF Security exceeds the value of the
Consideration offered, by between 3 and 8 cents. Therefore, according to RG 111 guidelines,
we conclude that the Merger is “not fair” to the Participating ASF Securityholders.

4.7 Assessment of whether the Merger is “reasonable”

As we concluded that the Merger is “not fair” to Participating ASF Securityholders according
to RG 111 guidelines, we considered whether the Merger is “reasonable”. This involved an
assessment of whether, in our opinion, there are sufficient reasons for Participating ASF
Securityholders to accept the Merger despite it being “not fair”.

We have concluded that there are sufficient reasons for Participating ASF Securityholders to
accept the Merger in the absence of any superior proposal. Therefore, in our opinion, while
the Merger is “not fair”, it is “reasonable”.

A summary of the matters we considered is set out below.

4.7.1 Alternatives realistically open to Participating ASF Securityholders as a whole

In our opinion, there are no alternatives that are clearly superior to the Merger, and most
are considered to be inferior. Only one alternative analysed (which assumes that ASF is
liquidated and net proceeds are returned to ASF Securityholders in December 2013)
indicates the possibility of superior returns (on a time and risk adjusted basis), but the ASF
storage facilities properties would have to grow in value at a very high rate compared with
historical experience.

We have been made aware that since announcing the Merger ASF has received a preliminary
expression of interest in the ASF portfolio. The approach is incomplete, subject to the
conduct of due diligence and uncertain. However, the ASF board has offered to provide the
interested party with all necessary information to allow them to finalise a proposal before the
date of the Meetings. If the ASF board receives a sufficiently certain offer, which is more
attractive than the Merger proposal, the impact of this and the conclusions in this Report
may need to be revisited to take account of this expression of interest.

4.7.2 The financial impact of the Merger on Participating ASF Securityholders as a whole

Distributions

The pro forma income statement of the Merged Group for the year ended 30 June 2011 does
not indicate an adverse distribution impact for ABP and ASF Securityholders arising from the
Merger itself. ASF securityholders will also benefit from any income earned on the Merger
Distribution.

Abacus IER 2012 - Independent Expert Report 8

30|



lawler ©

corporate finance

The current year-to-date performance of both ABP and ASF would support distributions in
line with the same period last financial year (i.e. 8.25 cents for ABP and 4.375 cents for ASF)
for the half year to 31 December 2011.

On the basis that FY2012 distributions of each of ABP and ASF would not change from
FY2011 distributions, analysis indicates that Participating ASF Securityholders would be
better off in terms of equivalent income per ASF Security.

Net assets/net tangible assets per security

The pro forma net assets of the New Stapled Securities plus Merger Distribution (i.e. cash)
received under the Merger per equivalent ASF Security currently held by Participating ASF
Securityholders will increase by 15.5% and the net tangible assets will increase by 10.9%.

Gearing
The pro-forma Group Gearing' of ASF was 51.7% as at 30 June 2011.

If the Merger is implemented, the pro-forma Group Gearing of the Merged Group as at 30
June 2011 would be 32.7%.

Therefore, the Merged Group will be less highly geared than ASF, (each on a pro-forma
basis).

4.7.3 Any other advantages and disadvantages of the Merger to Participating ASF
Securityholders as a whole
Advantages

In our opinion, the Merger has a number of potential positive implications for Participating
ASF Securityholders, including:

° liquidity of the listed New Stapled Securities;
° part cash Consideration;

° internalisation of management; and

° diversification of investment.

Disadvantages

In our opinion, the Merger has a number of disadvantages to Participating ASF
Securityholders, including:

° Consideration is at a discount to fair market value of an ASF Security;
° increased volatility of listed New Stapled Securities; and
° exposure to non storage fund assets.

4.7.4 Implications for Participating ASF Securityholders of rejecting the Merger

In our opinion, the key implications for Participating ASF Securityholders of rejecting the
Merger are as follows:

° ASF Securities will remain illiquid for some time;
° potentially slower rates of future growth of ASF; and
° externally managed investment model.

Group Gearing is defined as net debt divided by total assets minus cash, excluding any impact of AASB 10.

Abacus IER 2012 - Independent Expert Report 9
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4.8 Basis of assessment of “fair and” “reasonable”

In assessing the Merger from the viewpoint of the Participating ASF Securityholders, we
considered the various Regulatory Guides issued by ASIC and in particular, RG 74 and
RG 111.

RG 111.5 provides that in deciding on the appropriate form of analysis for a report, an expert
should bear in mind that the main purpose of the report is to adequately deal with the
concerns that could reasonably be anticipated of those persons affected by the proposed
transaction. An expert should focus on the substance of the transaction, rather than the
legal mechanism used to effect the transaction.

Although the Merger strictly speaking, is not a takeover offer or a scheme of arrangement,
an issue of securities in ASF to ABP Securityholders will occur, such that the ownership
interest in ASF of the Participating ASF Securityholders will reduce from 80.045% of ASF to
approximately 8.9% of the New Stapled Securities in the Merged Group. In our view, in
substance, the Merger can be regarded as a takeover offer for ASF by ABP in which ABP is
offering mainly scrip consideration (its own securities) and some cash.

According to RG 111, a transaction that has the effect of a takeover offer (“Control
Transaction”) should be analysed as a takeover offer, regardless of whether the transaction
is effected by a takeover bid, a scheme of arrangement or an issue of shares.

Therefore, the analysis of the Merger from the viewpoint of Participating ASF Securityholders
should proceed as if it was a takeover offer and should consider the perspective of
Participating ASF Securityholders.

4.8.1 Fair and Reasonable

In the circumstances of a Control Transaction, RG 111 indicates that the words “fair” and

“reasonable” establish two distinct criteria:
° is the offer “fair”; and
° is it “reasonable”?

4.8.2 Meaning of “Fair”

Under RG 111.11, an offer is “fair” if the value of the offer consideration is equal to or
greater than the value of the securities the subject of the offer. This comparison should be
made assuming a knowledgeable and willing, but not anxious, buyer and a knowledgeable
and willing, but not anxious, seller, both acting at arm’s length.

If the “bidder” (in this case, ABP) is offering non-cash consideration in a Control Transaction,
the comparison should be made between the value of the securities being offered allowing
for a minority discount and the value of the securities under offer, assuming 100% of the
securities are available for sale (that is, on a controlling interest basis). According to ASIC,
this comparison reflects the fact that:

o the “bidder” (ABP) is obtaining or increasing control of the “target” (ASF); and

° the investors in the “target” (ASF) will be receiving scrip constituting minority
interests in the combined entity (i.e. the Merged Group).

The expert should not consider the percentage holding of the bidder or its associates in the
target when making this comparison.

The expert should assess whether a scrip takeover offer is in effect a merger of entities of
equivalent value when control of the merged entity will be shared equally between the
security holders of the bidder and the target. In such a case, the expert may be justified in
using an equivalent approach to valuing the securities of the bidder and the target (RG
111.31).
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However, under the Merger, in view of the large difference in size between ABP and ASF, and
that Participating ASF Securityholders would acquire only 8.9% of the New Stapled Securities
on issue after the Merger is implemented, we do not believe that it can be said that control
of the Merged Group will be shared equally between ABP and Participating ASF
Securityholders and therefore, in our opinion using an equivalent approach to valuing the
securities of the bidder and the target is not appropriate.

4.8.3 Meaning of “Reasonable”

Under RG 111.12, an offer under a Control Transaction is “reasonable” if it is “fair”. It might
also be “reasonable” if, despite being “not fair”, the expert believes that there are sufficient
reasons for security holders to accept the offer in the absence of any higher bid before the
close of the offer.

4.8.4 Assessment of whether the Merger is “Fair” to Participating ASF Securityholders

In determining whether the Merger is “fair” to Participating ASF Securityholders, we

compared
° the fair market value of an ASF Security (on a control basis);
with
° the sum of the fair market value of the 0.538 New Stapled Security (on a minority

interest basis) plus 14 cents cash offered for an ASF Security (“Consideration”).
The number of New Stapled Securities to be issued is determined by the Merger
Ratio.

We assessed the fair market value of:

° an ASF Security as its pro rata share of the total value of all the ASF Securities
determined on a controlling interest basis;

° a New Stapled Security on a minority interest basis as equivalent to recent market
trading prices of ABP Securities; and

° the Merger Distribution (being the cash component of $0.14 per ASF Security), at
its face value.

The calculation of the value of the Consideration and assessment of fairness is as follows:

Table 3 — Participating ASF Securityholders — Assessment of whether the merger is “Fair”

Ref Note Low value High value
Value of an ASF Security (control basis) ($) Table 73 A 1.24 1.25
Value of Consideration
Exchange ratio B 1.86 1.86
Number of ABP Securities for each ASF Security (Rounded) C=1+B 0.538 0.538
Value of one (1) ABP Security ($) (minority basis) D 1.90 2.00
Value of ABP Securities for each ASF Security ($) E=CxD 1.02 1.08
Add:
Cash per each ASF Security ($) F 0.14 0.14
Total value of Consideration for each ASF Security ($) G=F+E 1.16 1.22
Excess / (Deficiency) ($) H=G-A (0.08) (0.03)
Excess / (Deficiency) (%) I=H+A (6.6)% (2.4)%
Source: LCF analysis
Numbers are rounded
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We have assessed the fair market value of an ASF Security on a control basis, to be $1.24 to
$1.25. This compares to the assessed the fair market value of the Consideration offered per
ASF Security of $1.16 to $1.22.

Based on the above analysis, the assessed fair market value of an ASF Security (on a control
basis) exceeds the assessed fair market value of the Consideration offered, by between 3
and 8 cents per ASF Security. Therefore, we conclude that the Merger is “not fair” to the
Participating ASF Securityholders, according to RG 111 guidelines.

4.9 Assessment of whether the Merger is "“Reasonable” to Participating ASF
Securityholders
As we concluded that the Merger is “not fair” to Participating ASF Securityholders, we
considered whether there are sufficient reasons for Participating ASF Securityholders to
accept the Merger.
This involved an assessment of:
o any alternatives realistically open to Participating ASF Securityholders as a whole;
° the financial impact of the Merger on Participating ASF Securityholders as a whole;
° any other advantages and disadvantages of the Merger to Participating ASF

Securityholders as a whole; and
° the implications for Participating ASF Securityholders as a whole if the Merger does
not proceed.

A summary of the matters that we have considered is set out below.

4.9.1 Alternatives available to Participating ASF Securityholders
A number of alternatives potentially available to Participating ASF Securityholders were
considered, including the following:
° maintain the current arrangements;
° list ASF on the ASX;
° undertake a recapitalisation; and
o an orderly realisation of assets and return of funds to ASF Securityholders.
In summary, we note the following with regard to the above alternatives.

4.9.2 Maintain the current arrangements
Maintaining the current arrangements is a possibility in the shorter term, so long as ABP is
prepared and able to maintain its debt financing of ASF. However, ASF is otherwise
constrained from drawing additional bank debt funding, which means that unless additional
equity is raised, ASF will not be able to grow its assets base.
In the longer term, both the current bank debt and the ABP debt financing of ASF will have
to be repaid, or at least, refinanced. The bank debt is due for repayment in August 2013
and the ABP debt financing (other than the ASF AWCF that is convertible into equity) is due
for repayment in September 2013. The ASF AWCF is due for repayment or conversion in
December 2018.
We have concluded that this option would not create additional value for Securityholders
over and above that created by the Merger.
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4.9.3 List ASF on the ASX

This was analysed by LCF but was not considered attractive for Participating ASF
Securityholders from both a financial and/or strategic perspective.

4.9.4 Undertake a recapitalisation

A recapitalisation would need to be of sufficient size to reduce the gearing to a level
acceptable in current market conditions. We estimate that this would equate to a gearing
(net debt/assets less cash) of between 25% and 30%. In our view, in the current market
conditions in order to ensure sufficient demand for such a raising, ASF would need to offer
the securities at a substantial discount to the NTA per security and one greater than implied
under the Merger.

The majority of recent equity raisings in the listed property sector have occurred at prices
below the last trading prices and at large discounts to NTA per security. A capital rising of
this size is likely to result in a material dilution to existing security holders. Such a capital
raising will reduce the gearing to a more sustainable level but will not necessarily provide
additional capital to fund growth.

4.9.5 Orderly realisation of assets

Under this scenario ASF would undertake an orderly realisation of all its assets over time and
return the net proceeds (after costs) to ASF Securityholders. This approach was not
considered attractive as it did not create additional value for Participating ASF
Securityholders over and above that created by the Merger due to the significant costs likely
to be incurred and the potential time period this option may take to complete and
consequent exposure to pricing risk.

4.9.6 The financial impact of the Merger on Participating ASF Securityholders
Distributions

The pro forma income statement of the Merged Group for the year ended 30 June 2011 does
not indicate an adverse distribution impact for ABP and ASF Securityholders arising from the
Merger itself. ASF securityholders will also benefit from any income earned on the Merger
Distribution.

The current year-to-date performance of both ABP and ASF would support distributions in
line with the same period last financial year (i.e. 8.25 cents for ABP and 4.375 cents for ASF)
for the half year to 31 December 2011.
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On the basis that FY2012 distributions of each of ABP and ASF would not change from
FY2011 distributions, the following analysis indicates that Participating ASF Securityholders
would be better off <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>