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Entity Details:

Hedley Leisure & Gaming Property Fund

Comprising:

Hedley Leisure and Gaming Property Trust (ARSN 125 526 016) and
Hedley Leisure & Gaming Property Partners Limited (ABN 44 124 753 733)

Details of reporting period:

Current period: 1 July 2007 — 31 December 2007

Previous corresponding period: N/A (The Trust was converted into a managed
investment scheme on 21 May 2007 and the company
was incorporated on 3 April 2007. The Fund was
established on 2 August 2007. Therefore there are no
corresponding comparatives.)

Results for announcement to the market:

Hedley Leisure & Gaming Property Fund comprises the Hedley Leisure and Gaming Property Trust,
the units of which are stapled to the shares of Hedley Leisure & Gaming Property Partners Limited.
The stapled securities were first listed on the Australian Stock Exchange on 2 August 2007.

A$'000 % of change
from
corresponding
half year
Revenue from ordinary activities
Rent from investment properties 32,130 N/A
Outgoings recovered 2,082 N/A
Finance income 96 N/A
Distributions 3,401 N/A
Total 37,709 N/A
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A$'000 % of change
from
corresponding
half year
Profit from ordinary activities (before fair value 6,554 N/A
adjustments and other non-operating income and
expense)
Net profit attributable to stapled security holders 1,621 N/A
Franked
Amount per amount per
stapled stapled
Distributions security security
December 2007 interim income distribution 8.28 cents 0.00 cents
December 2007 interim capital distribution 4.72 cents 0.00 cents
December 2007 total interim distribution 13.00 cents 0.00 cents
December 2006 interim distribution N/A N/A

Record date for determining entitlements to the distribution

15 February 2008

Explanation of results

HLG was established pursuant to the Stapling Deed dated 25 June 2007. The Trust was
registered as a managed investment scheme with the Australian Securities and Investments
Commission (“ASIC") on 21 May 2007. The Company was incorporated as a company limited
by shares on 3 April 2007. The stapled securities were listed on the Australian Stock
Exchange (“ASX") on 2 August 2007.

During the period HLG acquired a total of 35 pub properties, including 7 additional pub
properties not included in the property portfolio as per the Product Disclosure Statement and
Prospectus (“PDS") dated 2 July 2007. The total purchase price of $473.43 million for the 35
properties was financed using the capital raised pursuant to the PDS and debt provided by
Australia and New Zealand Banking Group Ltd. The net fair value adjustment losses on these
acquisitions were $18.33 million, being predominantly stamp duty and legal fees on
acquisition.

HLG is negotiating a further 8 pub acquisitions for a total acquisition price of $55.9 million
(excluding transactions costs) to be completed prior the end of the financial year. The
additional 7 properties already acquired and the proposed 8 property acquisitions would
deliver additional annual rent revenue of $8.04 million.




HEDLEY LEISURE & GAMING PROPERTY FUND

Appendix 4D

Half-year report 31 December 2007

Explanation of results (continued)

The market-to-market valuation of HLG's interest rate swaps has increased by $15.65 million
to $42.55 million during the period.

HLG is not subject to any debt maturing within the next 2 ¥ years and 100% hedging of
interest rate exposure is in place for the next 9 ¥ years.

Net tangible assets per security:

Previous
Current period corresponding
period
Net tangible assets (NTA) per security A$3.43 N/A

Details of any individual and total dividends or di stribution payments:

Refer to Note 5 Distributions in the attached financial statements.

Details of Distribution Reinvestment Plan

The Distribution Reinvestment Plan (“DRP”) permits stapled security holders resident in Australia or
New Zealand to reinvest distributions in stapled securities. Key features include:

participation is optional, and can be varied or withdrawn as set out in the DRP;

the ability to participate is in respect to all or only some of an investor’s stapled securities;
stapled securities are allocated at the market price as set out in the DRP, being the arithmetic
average of the daily volume weighted average price of each stapled sold between the 11" and

the 15" February 2008 (calculation period) on the market operated by the ASX;

there is no discount on the allocation of stapled securities for reinvested 31 December 2007
distributions;

the record date is 15 February 2008;
all stapled securities allocated under the DRP rank equally in every respect with the existing

stapled securities and participate in all distributions subsequently declared or determined to be
payable.

For a full copy of the DRP refer to HLG’s webpage www.hlg.com.au.
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Audit Status

Independent auditor KPMG has completed a review of the half-year financial statements on which
this Appendix is based. There is no review dispute or review qualification.

A copy of the HLG half-year report with KPMG's review conclusion is attached.
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Directors’ report

The Directors of Permanent Investment Management Limited, the Responsible Entity for the Hedley Leisure and Gaming Property Trust
(the “Trust”) present their report together with the financial report of the Hedley Leisure & Gaming Property Fund (“HLG”) for the half-year
ended 31 December 2007.

HLG comprises Hedley Leisure and Gaming Property Trust and its controlled entity, the units of which are stapled to the shares in Hedley
Leisure & Gaming Property Partners Limited (the “Company”). The units and shares cannot be traded or dealt with separately. The stapled
securities were first listed on the Australian Stock Exchange (“ASX”) on 2 August 2007, under the code HLG.

Directors

The Responsible Entity and the Company each have entered into separate, but materially similar, services agreements with HLG
Management Pty Ltd as trustee for HLG Services Trust (the “Manager”). The Manager provides all investment, asset management and
general administrative services to HLG (other than certain compliance and supervisory services which are provided by the Responsible
Entity). The Manager is also responsible for pursuing all acquisitions and any divestments.

HLG and the Manager have appointed an investment committee, which is comprised of the directors of the Company. The investment
committee is an advisory committee, which liaises between the Manager and the Responsible Entity, and the Company and the Manager.
The investment committee reviews the Manager’'s advice for compliance with the law, the Trust Deed and Company Constitution, HLG’s
investment criteria, the services agreements and the interests of the security holders. Assuming compliance, the Responsible Entity and the
Company must follow the Manager’s advice.

The following persons were directors of the Responsible Entity at any time during or since the end of the half-year. Unless stated the
directors have held their position for the whole of this period:

Directors of the Responsible Entity
Jonathan W Sweeney

Michael J Britton

lan M Nicol

Assyat David (Resigned 29 October 2007)
Vicki L Allen

Principal activities

The principal activities of HLG consist of investment in property and property funds management. There has been no significant change in
the nature of these activities during the half-year.

Significant changes in state of affairs

On 29 March 2007, two other trusts (the “cloned trusts”) were created within the Hedley Group of Companies. The cloned trusts were
identical in their terms to the Hedley Leisure and Gaming Property Trust. The purpose of creating the cloned trusts was to meet the
requirements of the Australian Taxation Office in relation to the cloning of the trusts and to transfer from the Hedley Leisure and Gaming
Property Trust those properties not intended to be the subject of the listing of the Hedley Leisure and Gaming Property Trust. The cloning
occurred on 20 July 2007. However, all three trusts have been accounted for separately since the beginning of the period. The consolidated
financial statements of HLG do not include the cloned trusts as the cloned trusts are not relevant for the listed entity HLG.

The stapling of the units in the Trust to the shares of the Company was effected on 2 August 2007 to form the Hedley Leisure & Gaming
Property Fund. The stapled securities of HLG were listed fully subscribed at the ASX on the same day. Together with the initial 67.8 million
securities held by the majority securities holder, 39.6 million stapled securities were initially listed at the ASX (total listing of 107.4 million
stapled securities). Subsequently, a further 17.4 million stapled securities were issued as part of the acquisition consideration for 6 hotels
giving a total of 124.8 million stapled securities on issue at the end of the period.

HLG entered into two new debt facilities being a Senior Debenture Subscription Facility (“SDSF") comprising a total debt facility limit of $850
million and a Junior Debenture Subscription Facility comprising a total debt facility limit of $60 million. The facilities were used to refinance
existing facilities and settle property acquisitions. The interest rate exposure is managed using 10 year fixed index swaps.

After balance sheet date events

On 1 January 2008 HLG acquired the Mountain Creek development site in Queensland for $10million. The acquisition was entirely funded
by issuing 2,857,143 stapled securities in HLG to the vendor.

On 25 January 2008 HLG announced its expected interim distribution of 13 cents per stapled security for the half-year ended 31 December
2007. The record date of the distribution is 15 February 2008 with the distribution payable to stapled security holders on 29 February 2008.
For more information on the 31 December 2007 interim distribution refer to distributions and note 5 of the financial statements.

Likely developments

HLG will continue to pursue its strategy to actively grow the portfolio by acquiring pub freeholds to increase the value of HLG to stapled
security holders.

The directors are not aware of any other future developments likely to materially affect the results of HLG.
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Distributions

For the year ending 30 June 2008 HLG has resolved to distribute all of its cash-effective income, which amounted to $9million for the first
half-year of trading of HLG. Additionally, an ongoing capital distribution is to be made by HLG of $7,170,000 out of valuation gains in HLG's
investment properties during the half-year.

Trust distributions payable to stapled security holders for the half-year ended 31 December 2007 were as follows:

Cents per HLG
stapled
security $'000
Interim income distribution for the year ending 30 June 2008 payable on 29 February 2008 8.28 9,059
Interim capital distribution for the year ending 30 June 2008 payable on 29 February 2008 4.72 7,170
Total interim distribution for the year ending 30 J une 2008 13.00 16,229

No provisions for or payments of Company dividends have been made during the half-year.
Review and results of operations
HLG maintained its investment strategy of property investment in the pub freehold sector within Australia.

HLG completed the acquisition of all properties disclosed as HLG’s property portfolio in the July 2007 Stapled Security Prospectus and
Product Disclosure Statement. From this portfolio HLG sold the Mt. Isa Hotel in July 2007 for a total consideration of $2,038,875. In addition
to the property portfolio disclosed in the Stapled Security Prospectus and Product Disclosure Statement HLG acquired a further seven
properties increasing the number of properties held by HLG to 107 properties with a total portfolio value of $1,132 million. These properties
will generate additional annual rental revenue of $4.37 million in the first year. Other financial highlights for the first half-year of trading of
HLG are disclosed below:

31 December

2007
$'000
Net property income 31,814
Net finance costs (28,064)
Other income and costs (net) (2,129)
Profit as shown in the income statement 1621
Less non-operating revenue
Fair value adjustments — derivative financial assets (15,655)
Add non-operating expense
Net fair value adjustment losses — investment properties (property acquisition costs) 18,331
Other property acquisition costs 1,157
Fully amortised borrowing costs of loan facilities retired prior to listing of HLG 1,100
Profit from operations 6,554
Investment property portfolio at independent valuation 1,131,700
3.43

Net tangible assets (NTA) per stapled security (dollars)

Interests of the Responsible Entity

Permanent Investment Management Limited (Responsible Entity) held no stapled securities or options in the Hedley Leisure & Gaming
Property Fund during the half-year.

Responsible Entity's remuneration

The responsible entity receives $256,250 per annum plus 0.015% per annum of the net value of Trust property between $1.2 billion and
$1.5 billion. The fee payable where the net value of the Trust property exceeds $1.5 billion will be as agreed between the parties.
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Manager's fee
The Manager is entitled to receive the following fees from HLG:
a) Base fee: 0.308% of the gross value of HLG's assets to be paid half-yearly.

b) Performance fee: up to 0.25% of the gross value of HLG's assets based on the percentage by which the accumulated return on
the stapled securities exceeds the performance of the S&P/ASX 200 Property Trust Accumulation Index for the corresponding
period.

c) Transaction fee: 1.025% of the purchase price on completion of real property acquisitions.

Rounding of amounts

HLG is of a kind referred to in Class Order 98/100, issued by the Australian Securities and Investments Commission, relating to the
“rounding off” of amounts in the Director’'s report and financial report. Amounts in the directors’ report and financial report have been
rounded off to the nearest thousand dollars in accordance with that Class Order.

Lead auditor’s independence declaration

The lead auditor’s independence declaration as required under section 307C of the Corporations Act 2001 is set out on page 4, and forms
part of the directors’ report for the half-year ended 31 December 2007.

This report is made in accordance with a resolution of the directors of Permanent Investment Management Limited.

Michael John Britton

Director (Permanent Investment Management Limited)

Dated this 11" day of February 2008
Sydney



Lead Auditor’s Independence Declaration

Under Section 307C of the Corporations Act 2001

to the Directors of Permanent Investment Management Limited, the Responsible Entity for the Hedley Lei  sure and
Gaming Property Trust

| declare that, to the best of my knowledge and belief, in relation to the review of the Hedley Leisure & Gaming Property Fund for
the half-year period ended 31 December 2007 there have been:

No contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in relation to the
review; and

No contraventions of any applicable code of professional conduct in relation to the review.

KPMG

Graham Coonan
Partner

Cairns
11 February 2008
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Consolidated interim income statement

31 December

2007

Note $'000
Revenue
Rent from investment properties 32,130
Outgoings recovered 2,082
Interest from cash deposits 96
Dividends and distributions 3,401
Total revenue 37,709
Other income
Fair value adjustment to derivative financial assets 15,655
Total other income 15,655
Total revenue and other income 53,364
Operating expenses
Investment property expense 1,747
Queensland land tax 651
Manager’s fees 2 1,306
Directors remuneration 67
Finance costs (excluding amounts attributable to unit holders) 3 28,160
Fair value adjustments to investment properties 8 18,331
Other property acquisition costs 1,157
Loss on sale of investment property 21
Other expenses 303
Total expenses 51,743
Profit for the half-year before amounts attributabl e to security holders 1,621
Being:
Change in net assets attributable to unit holders (finance costs) 4(a) 1,698
Change in net assets attributable to share holders (minority interest) 4(b) 77)
Contributions to net assets attributable to stapled security holders 1,621
Basic and diluted earnings per stapled security (cents) 5(b) 1.48
Distribution per stapled security for the half-year (cents) 5(b) 13.00

Consolidated interim statement of recognised income

and expense

As HLG has no equity, HLG has not included any items of recognised income and expense for the current or comparative period.

5

The accompanying notes form part of these interim financial statements
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Consolidated interim balance sheet

31 December

2007
Note $'000

ASSETS
Current assets
Cash and cash equivalents 6 5,000
Trade and other receivables 4,720
Derivative financial instruments 7 42,552
Other current assets 1,450
Total current assets 53,722
Non-current assets
Trade and other receivables 3,836
Investment property 8 1,107,362
Other non-current assets 9 24,338
Property, plant and equipment 6,299
Intangible assets 10,654
Other financial assets 10 79,187
Total non-current assets 1,231,676
TOTAL ASSETS 1,285,398
LIABILITIES
Current liabilities
Trade and other payables 5,557
Bank overdrafts 6(a) 3,384
Loans and borrowings 11 391
Total current liabilities 9,332
Non-current liabilities
Loans and borrowings 11 837,653
Total non-current liabilities 837,653
TOTAL LIABILITIES (excluding net assets attributabl e to security holders) 846,985
NET ASSETS ATTRIBUTABLE TO SECURITY HOLDERS 438,413
Represented by:
Net assets attributable to unit holders at redemption (liability) 4(a) 438,319
Net assets attributable to share holders (minority interest) 4(b) 94

438,413
Net assets per stapled security (dollar per stapled security) 3.51
Net tangible assets (NTA) per stapled security (dollar per stapled security) 3.43

The accompanying notes form part of these interim financial statements
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Consolidated interim statement of cash flows

31 December

2007
Note $000

Cash flows from operating activities

Rent from investment properties (GST inclusive) 35,811
Other receipts from customers (GST inclusive) 6,249
Payments to suppliers (10,275)
Interest received — bank deposits 97
Interest paid (28,122)
Receipts from interest rate swaps 4,714
Net cash provided by operating activities 12 8,474
Cash flows from investing activities

Payments for investment property (413,357)
Proceeds from disposal of investment property 2,039
Payment for available-for-sale financial assets (3,694)
Net cash used in investing activities (415,012)
Cash flows from financing activities:

Proceeds from issue of stapled securities 138,302
Payments of capital raising costs (7,951)
Proceeds from borrowings 847,391
Repayments of borrowings (559,342)
Payments of borrowing establishment costs (10,085)
Net cash provided by financing activities 408,315
Net increase in cash held 1,777
Cash and cash equivalents at 1 July (161)
Cash and cash equivalents at 31 December 6(a) 1,616

The accompanying notes form part of these interim financial statements

7
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Condensed notes to the consolidated interim financi al statements

1 Statement of significant accounting policies

@)

(b)

©

Reporting entity

The consolidated interim financial report of Hedley Leisure & Gaming Property Fund (“HLG") as at and for the six months
ended 31 December 2007 comprises Hedley Leisure and Gaming Property Trust (the “Trust”) and its controlled entity and
Hedley Leisure & Gaming Property Partners Limited (the “Company”) and its controlled entities. Hedley Leisure and Gaming
Property Trust is a registered managed investment scheme under the Corporations Act 2001. Hedley Leisure & Gaming
Property Partners Limited is a company limited by shares under the Corporations Act 2001.

This is the first time that a consolidated interim financial report has been prepared. No annual financial report has been
published prior to this report.

Statement of compliance

The consolidated interim financial report is a general purpose financial report, which has been prepared in accordance with
AASB 134 Interim Financial Reporting and the Corporations Act 2001.

The consolidated interim financial report does not include all of the information required for a full annual financial report. As
no annual report has been published prior to this report full disclosure of accounting policies has been made below. This
report should be read in conjunction with any public announcements made by HLG during the interim reporting period in
accordance with the continuous disclosure requirements of the Corporations Act 2001.

The financial statements were approved by the directors of the Responsible Entity on 11 February 2008.
Basis of preparation

The principal accounting policies adopted in the preparation of the financial report are set out below. These policies have
been consistently applied to all the periods presented, unless otherwise stated.

Reporting basis and conventions
The financial statements have been prepared on the historical costs basis.
Cloning of trusts

On 29 March 2007, two other trusts (the “cloned trusts”) were created which were identical in their terms to the Hedley
Leisure and Gaming Property Trust. The purpose of creating these cloned trusts was to transfer from the Hedley Leisure and
Gaming Property Trust various properties not intended to form part of the listing. This transfer (cloning) occurred on 20 July
2007. At that date these various properties were transferred from Hedley Leisure and Gaming Property Trust to the cloned
trusts. The half-year consolidated financial statements of HLG do not include the cloned trusts. For more information in
regard to the financial impact of the cloning refer to note 16.

Comparative financial information

HLG comprising the Trust and the Company was established on 2 August 2007 by stapling the units in the Trust to the
shares of the Company. The Trust formerly traded as TW Hedley Unit Trust and was registered as a managed investment
scheme on 21 May 2007. TW Hedley Unit Trust pursued a significantly different business than Hedley Leisure and Gaming
Property Trust, including property development and pub operations. The Company was incorporated on 3 April 2007.

Accordingly, no comparative information has been provided as this is the first period of operation of HLG.
Accounting period

The accounting period to which the disclosed financial information relates is the six months from 1 July 2007 to 31
December 2007. The consolidated financial information includes results for both the Trust and the Company for the full six
months.

Functional and presentation currency
The financial report is presented in Australian dollars, which is HLG’s functional currency.
Rounding of amounts

HLG is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with the Class Order,
amounts in the financial report have been rounded off to the nearest thousand dollars, unless otherwise stated.

Critical accounting estimates

The preparation of financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgment in the process of applying HLG’s accounting policies. Actual results may differ from
these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods affected.
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Condensed notes to the consolidated interim financi al statements

1 Statement of significant accounting policies (con tinued)

(d)

(€)

(®

The following is a summary of the material accounting policies adopted by HLG in the preparation of the financial report. The
accounting policies have been consistently applied, unless otherwise stated.

Basis of consolidation

Hedley Leisure & Gaming Property Fund comprises Hedley Leisure and Gaming Property Trust and Hedley Leisure &
Gaming Property Partners Limited and their controlled entities. The units in the Trust and the shares in the Company are
stapled such that the shares and units cannot be traded separately.

Subsidiaries of HLG are entities controlled by the Trust. Control exists when the Trust has the power, directly or indirectly, to
govern the financial and operating policies of an entity so as to obtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable or convertible are taken into account. The financial statements of
subsidiaries are included in the consolidated financial report from the date that control commenced until the date that control
ceases.

Transactions eliminated on consolidation

Intragroup balances and any unrealised gains or losses and income or expenses arising from intragroup transactions, are
eliminated in preparing the consolidated financial statements.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the revenue can
be reliably measured. Revenue brought to account but not received at balance date is recognised as a receivable. The
following specific recognition criteria must also be met before revenue is recognised:

Rental income

Rental income from operating leases is recognised on a straight line basis over the lease term. Fixed rental increases
which do not represent direct compensation for underlying cost increases or capital expenditure are recognised on a
straight-line basis over the term of the lease or over the period until the next market review date. An asset is recognised to
represent the portion of operating lease revenue in a reporting period relating to fixed increases in operating lease rentals
in future periods. The receivable is treated as a component part of the relevant property investment carrying value.

Interest revenue
Interest revenue is recognised on an effective interest rate method in relation to the outstanding financial asset.
Dividends and distributions

Dividend income relating to exchange-traded equity investments is recognised in the income statement on the ex-dividend
date.

Income distributions from private equity investments and other managed investment schemes are recognised in the
income statement as dividend income when declared.

Other revenue

Other revenue is recognised when the right to receive the revenue has been established.
Income tax
Trust

Under current Australian income tax legislation, the Trust is not liable to income tax provided unit holders are presently
entitled to all of the Trust's income at 30 June each year.

Company

The charge for current income tax expense is based on the profit for the year adjusted for any non-assessable or disallowed
items. It is calculated using the tax rates that have been enacted or are substantially enacted by the balance sheet date.

Deferred tax assets and liabilities are recognised using the balance sheet liability method in respect of temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financial statements, and on unused
tax losses. No deferred tax assets or liabilities will be recognised from the initial recognition of an asset or liability excluding a
business combination that at the time of the transaction did not affect either accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or liability is
settled. Deferred tax is recognised in the income statement except where it relates to items which are recognised directly in
equity, in which case the deferred tax is recognised directly in equity.

Deferred tax assets are recognised to the extent that it is probable that future tax profits will be available against which
deductible temporary differences and tax losses can be utilised.

10
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Condensed notes to the consolidated interim financi al statements

1 Summary of significant accounting policies (conti nued)

(g) Derivative financial instruments

(h

@)

)

HLG uses derivative financial instruments, such as interest rate swaps, to hedge its exposure to interest rate risks arising
from financing and investment activities. In accordance with its treasury policy, HLG does not hold or issue derivative
financial instruments for trading purposes. However, derivatives that do not qualify for hedge accounting are accounted for
as trading instruments.

Derivative financial instruments are recognised initially at fair value. Subsequent to initial recognition, derivative financial
instruments are stated at fair value. Derivatives are carried as assets when their fair value is positive and as liabilities when
their fair value is negative. The gain or loss on re-measurement to fair value is recognised immediately in profit or loss.

The fair value of interest rate swaps is the estimated amount that HLG would receive or pay to terminate the swap at the
balance sheet date, taking into account current interest rates and the current creditworthiness of the swap counterparties.

Acquisition of assets

All assets acquired, including property, plant and equipment and intangibles other than goodwill, are initially recorded at their
cost of acquisition at the date of acquisition, being the fair value of the consideration provided plus incidental costs directly
attributable to the acquisition.

When debt instruments are issued as consideration, their market price at the date of acquisition is used as fair value, except
where the notional price at which they could be placed in the market is a better indication of fair value. Transaction costs
arising on the issue of debt instruments are recognised as an asset and amortised over the life of the debt instrument.

Subsequent additional costs

Costs incurred on assets subsequent to initial acquisition are capitalised when it is probable that future economic benefits in
excess of the originally assessed performance of the asset will flow to HLG in future periods, otherwise, the costs are
expensed as incurred.

Investments
Investment property

Investment property is accounted for using the fair value model. Under the fair value model, investment properties are
measured initially at cost. Transaction costs are included in the initial measurement. Subsequent to initial recognition,
investment properties are stated at fair value, which is the amount for which an asset could be exchanged between
knowledgeable, willing parties in an arm’s length transaction and reflects market conditions at the balance sheet date.
Gains and losses arising from changes in the fair values of investment properties are recognised in the income statement
in the period in which they arise.

Independent valuations of investment properties which HLG intends to hold continuously are obtained from suitably
qualified valuers as discussed in note 8. Such valuations are reflected in the financial statements.

If an independent valuation has not been obtained at balance sheet date for an investment property the investment
property is stated at the value of the last valuation plus any capital additions made to the investment property since the
date of the last valuation. Notwithstanding this, the carrying value of each investment property at each reporting date is
assessed to ensure that its carrying value does not materially differ from its fair value. Where the carrying value differs
from fair value, that asset is adjusted to its fair value.

Land that is being developed for future use as investment property is accounted for as property, plant and equipment
unless rent is charged for the property to the future tenant of the property.

Investments in listed entities
Investments in debt and equity securities, eg investments in listed entities, satisfy the definition of financial instruments.

Financial instruments held by the entity classified as being available-for-sale are stated at fair value, with any resultant
gain or loss recognised directly in net assets attributable to security holders, except for any impairment losses identified.
Where these investments are sold, the cumulative gain or loss previously recognised directly in net assets attributable to
security holders is recognised in the income statement.

Cash and cash equivalents

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

Bank overdrafts form an integral part of HLG’s cash management and are included as a component of cash and cash
equivalents for the purpose of the statement of cash flows.

11
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Condensed

notes to the consolidated interim financi al statements

1 Summary of significant accounting policies (conti nued)

(k)

o

(m)

(n

(0)

)

(@

Trade and other receivables

Trade and other receivables are measured at initial recognition at fair value, and are subsequently measured at amortised
cost using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in
profit or loss when there is objective evidence that the asset is impaired. The allowance recognised is measured as the
difference between the asset's carrying amount and the present value of estimated future cash flows discounted at the
effective interest rate computed at initial recognition.

Trade and other payables

Financial liabilities that are not at fair value through profit or loss include accounts payable which are measured at amortised
cost. Liabilities are recognised for amounts to be paid in the future for goods or services received, whether or not billed to
HLG.

Loans and borrowings

Interest-bearing bank loans and overdrafts are initially measured at fair value, net of transaction costs, and are subsequently
measured at amortised cost, using the effective interest rate method. Any difference between the proceeds and the
settlement or redemption of borrowings is recognised over the term of the borrowings in accordance with HLG’s accounting
policy for finance costs.

Financial liabilities

Interest-bearing liabilities are recognised initially at fair value adjusted for attributable transaction costs. Subsequent to initial
recognition, interest-bearing liabilities are stated at amortised cost with any difference between cost and redemption value
being recognised in the income statement over the period of the borrowings on an effective interest basis.

Interest bearing liabilities are classified as current liabilities unless an unconditional right exists to defer settlement of the
liability for at least 12 months after the balance sheet date.

Interest expense is accrued at the contracted rate and disclosed as other liabilities.
Capital raising and issue costs

Costs incurred, that are directly in connection with the raising of security holders’ funds and which would not have been
incurred had the securities not been issued, are recorded in net assets attributable to security holders as a reduction of the
proceeds of the instruments to which the costs relate.

Intangible assets

Intangible assets with an indefinite useful life are stated at cost less any impairment losses. Intangible assets with an
indefinite useful life are reviewed annually for any indications of impairment and impairment losses are accounted for in
accordance with accounting policy 1(q).

Impairment
Financial assets

A financial asset is considered to be impaired if objective evidence indicates that one or more events have had a negative
effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its
carrying amount, and the present value of the estimated future cash flows discounted at the original effective interest rate.

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics. All impairment losses are recognised in profit
or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss
was recognised. For financial assets measured at amortised cost, the reversal is recognised in profit or loss.

Non-financial assets

The carrying amounts of HLG’s non-financial assets are reviewed at each reporting date to determine whether there is
any indication of impairment. If any such indication exists then the asset’s recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its recoverable
amount. Impairment losses are recognised in profit or loss.
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1 Summary of significant accounting policies (conti nued)
(9) Impairment (continued)

(s)

®

Non-financial assets (continued)

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying amount
does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Finance costs

Finance costs comprise interest payable on borrowings calculated using the effective interest rate method, gains and losses
on hedging instruments that are recognised in the income statement and the amortised portion of capitalised debt issue
costs.

Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the
amount of GST incurred is not recoverable from the Australian Taxation Office (ATO). In these circumstances the GST is
recognised as part of the cost of acquisition of the asset or as part of an item of expense. Receivables and payables are
stated with the amount of GST included. The net amount of GST recoverable from, or payable to, the ATO is included as a
current asset or liability in the balance sheet. Cash flows are included in the statement of cash flows on a gross basis. The
GST components of cash flows arising from investing and financing activities which are recoverable from, or payable to, the
ATO are classified as operating cash flows.

New standards and interpretations not yet adopt  ed

There are a number of standards, amendments to standards and interpretations available for early adoption at 31 December
2007 but which have not been applied in preparing these financial statements. Although a full review of the potential impact
on HLG has not yet been carried out, preliminary indications are that they are not expected to have an impact on the
financial results of HLG as they are either not applicable to HLG, or if applicable, are only concerned with disclosures.
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31 December
2007

Note $'000

2 Manager’s fees

The Manager is HLG Management Pty Ltd as trustee for HLG Services Trust (the “Manager”), a wholly owned subsidiary of TWH (Qld) Pty
Ltd. In accordance with the services agreement between the Manager, the Company and the Trust the Manager is entitled to the following
fees:

Base fee
A base fee of 0.308% per annum (exclusive of GST) of the gross value of HLG’s assets. The base fee is payable half-yearly.

Performance fee
A performance fee of up to 0.25% of the gross value of HLG's assets based on the percentage by which the accumulated return on the

stapled securities exceeds the performance of the S&P/ASX 200 Property Trust Accumulation Index for the corresponding period.

Base fee 1,306

Performance fee -
1,306

Transaction fee

Additionally the Manager is entitled to a 1.025% transaction fee of the purchase price on completion of real property acquisitions. These are
accounted for as part of the acquisition cost of the property. The transaction fee is payable half-yearly. Transaction fees payable for the
period amounted to $680,183.

3 Finance costs

(a) Finance costs — cash

Senior Debenture Subscription Facility (“SDSF”) interest expense (@) 20,701
Junior Debenture Subscription Facility (“*JDSF”) interest expense (b) 1,694
Other interest expense (c) 8,382
Less: Receipts from interest rate swaps (d) (5,141)

25,636

(b) Finance costs — non-cash

Amortised costs — bridging facility (retired July 2007) (e) 1,100
Amortised costs — SDSF and JDSF ® 1,266
Net present value adjustment — prepaid interest rate swap interest (9) 26
Other borrowing costs 132

2,524
Total finance costs 28,160
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3 Finance costs (continued)

al statements

(@) Variable rate interest expense for the SDSF issued in August 2007 with a scheduled termination in or about July 2010.

(b) Variable rate interest expense for the JDSF issued in August 2007 with a scheduled termination in or about July 2010.

(c) Interest expense for bank overdraft facilities and bridging facilities. The bridging facility was fully paid out upon issue of SDSF and

JDSF.

(d) HLG’s interest rate exposures from SDSF and JDSF borrowings totalling $847 million as at 31 December 2007 are 100% hedged by
10 year fixed index swaps with indexation occurring on 1 July each year. The swaps lock the interest rate on debt facilities taken out
by HLG at 5.45% excluding interest margins for the 2008 financial year.

(e) Establishment costs of the bridging facility are fully amortised as at 31 December 2007.

0) Establishment costs of SDSF and JDSF facilities are being amortised over three years on an effective interest rate basis.

(9) The net present value has been calculated on quarterly cash flows of $155,000 over the next 10 years, being the return on prepaid

interest.

4 Net assets attributable to security holders

(a) Net assets attributable to unit holders

31 December

31 December

2007 2007
Note No. $000
Balance as at 1 July 2007 67,874,065 286,740
Movement in reserves attributable to unit holders 4(c) (10,742)
Final adjustments to consideration for founder’s securities
- Cloning of trusts 16 (13,797)
- Setting value of founder’s securities (15,200)
Units issued during the half-year 56,960,688 199,078
Less: unit issue costs (9,458)
Change in net assets attributable to unit holders 1,698
Balance as 31 December 2007 124,834,753 438,319
(b) Net assets attributable to share holders
Contributed Retained earnings
equity (losses) Total
$'000 $'000 $'000
Balance at 1 July 2007 - (114) (114)
Shares issued during the period 285 - 285
Change in net assets attributable to share holders - (77) (77)
Balance at 31 December 2007 285 (191) 94
(c) Reserves attributable to unit holders
Available-for-sale
financial assets
Capital reserve revaluation reserve Total
$'000 $'000 $'000
Balance at 1 July 2007 62 8,720 8,782
Revaluation of available-for-sale financial assets - (10,742) (10,742)
Balance at 31 December 2007 62 (2,022) (1,960)
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5 Distributions

After the balance sheet date the following distributions were proposed by the directors. The distributions have not been provided.

Cents per Date of payment
security
Interim distribution 31 December 2007 13.00 29 February 2008

The financial effect of this distribution has not been brought to account in the financial statements for the half-year ended 31 December

2007 and will be recognised in subsequent financial reports.

31 December

2007

$000
(a) Reconciliation of change in net assets attrib  utable to stapled security holders to amounts avail able for distribution
Change in net assets attributable to stapled securi  ty holders 1,621
Add (less) non-cash items
Fair value adjustments to investment properties 18,331
One-off receipt CHG Australia Pty Ltd acquisition (included in fair value adjustments to investment properties) 2,690
Accrued interest (included in trade and other payables) 2,072
Fair value adjustments to derivatives (15,655)
Change in net assets attributable to unit holders a  djusted for non-cash items to be distributed 9,059
Capital distribution 7,170
Total distribution 16,229

31 December

2007

Cents
(b) Distribution per stapled security
Basic and diluted earnings per stapled security 1.48
Basic and diluted earnings before fair value adjustments and accrued interest (income distribution) 8.28
Capital distribution 4.72
Total interim distribution per stapled security 13.00

Number of
stapled securities
on issue

Weighted average number of units on issue used in the calculation of earnings per stapled security 109,471,055
Stapled securities on issue at the end of the half-year used in the calculation of capital distribution 124,834,753

Capital distributions consist of fair value adjustment increments to investment properties identified for distribution as a result of independent
valuations of investment properties (refer to note 8 for further information in regard to HLG’s policy on independent valuations of its

investment property portfolio).
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31 December
2007

$'000

6  Cash and cash equivalents

Cash at bank and on hand

(a) Reconciliation of cash and cash equivalents

5,000

shown in the statement of cash flows

Cash at the end of the financial year as shown in the statement of cash flow is reconciled to items in the balance sheet as follows:

Cash and cash equivalents

Bank overdrafts

7 Derivative financial instruments

Interest rate swaps at fair value — 1 July 2007

Fair value adjustment recognised in the income statement

Interest rate swaps at fair value — 31 December 2007

5,000
(3,384)
1,616

26,897
15,655
42,552

The fair value of the interest rate swaps was determined by obtaining independent market-to-market valuations from ANZ Banking Group

Limited.

8 Investment property

Investment property at fair value 1,131,700
Straight line lease adjustment 9 (24,338)
1,107,362
Movements:
Carrying amount at 1 July 2007 667,880
Additions and acquisitions 472,916
Disposals (2,700)
Net loss from fair value adjustments (18,331)
Straight-line lease adjustment (13,403)
Carrying amount at 31 December 2007 1,107,362
Fair value
Cost including Fair value gain (loss)
additions and Fair value 31 December 31 December
Date depreciation Date of 30 June 2007 2007 2007
Property acquired $'000 valuation $'000 $000 $'000
Queensland
Hotel Allen, North Ward May-00 3,825 01/07/07 15,850 15,850 -
Anthill Hotel, Mareeba Jan-05 3,047  01/07/07 1,850 1,850 -
Barrier Reef Hotel, Cairns Aug-01 552  01/07/07 2,400 2,400 -
Barron River Hotel, Stratford Feb-01 1,002 01/07/07 5,750 5,750 -
Berserker Hotel, Rockhampton May-04 3,041 01/07/07 7,450 7,450 -
Boomerang Motor Hotel, West Mackay Sep-01 2,380 01/07/07 7,700 7,700 -
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Cost including Fair value
additions and Fair value Fair value gain (loss)
Date depreciation Date of 30 June 2007 31 Dec 2007 31 Dec 2007

Property acquired $'000 valuation $'000 $'000 $'000
Queensland (continued)
Brighton Hotel, Brighton Jul-05 7,214  01/07/07 9,000 9,000 -
Bushland Beach Resort, Bushland
Beach Jul-07 9,959  01/07/07 - 9,300 (659)
Cairns Central (Sole), Cairns Jun-05 4,741 01/07/07 6,100 6,100 -
Club Hotel, Gladstone Jan-05 4,372  01/07/07 5,990 5,990 -
Commonwealth Hotel, Innisfail Jul-98 1,048 01/07/07 1,900 1,900 -
Dunwoody’s Tavern, Cairns Jan-97 3,924 01/07/07 16,810 16,810 -
Fairfield Waters Tavern Site, Idalia Nov-07 6,712  02/10/07 - 6,275 (437)
Ferry Road Tavern, Southport Jul-06 33,394  01/07/07 19,750 19,750 -
Finnigan’s Chin, Cleveland Sep-03 3,754  01/07/07 10,900 10,900 -
Finnigan’s Chin Irish Pub, Kallangur Mar-06 7,888 01/07/07 7,275 7,275 -
Fitzy’s Hotel and Convention Centre,
Loganholme Jun-06 10,651 01/07/07 17,300 17,300 -
Fitzy’s Waterford, Waterford Jun-06 14,381 01/07/07 12,950 12,950 -
Grafton Hotel, Edmonton Jun-94 1,471 01/07/07 5,800 5,800 -
Inala Hotel, Inala Jun-05 9,503 01/07/07 8,650 8,650 -
Kooyong Hotel, North Mackay Mar-02 2,129  01/07/07 5,650 5,650 -
Leichhardt Hotel, Rockhampton Nov-04 4,863 01/07/07 6,120 6,120 -
Mansfield Hotel, Townsville Oct-00 2,510 01/07/07 4,350 4,350 -
Palm Cove Tavern, Palm Cove Apr-04 3,284 01/07/07 5,630 5,630 -
Royal Hotel, Townsville Sep-98 920 01/07/07 4,950 4,950 -
Sundowner Hotel Motel, Caboolture Sep-03 3,523 01/07/07 8,350 8,350 -
Taranganba Tavern Site, Taranganba Oct-07 4,012 02/10/07 - 3,750 (262)
Tom'’s Tavern, Aitkenvale Dec-03 6,713  01/07/07 17,400 17,400 -
Trinity Beach Hotel, Trinity Beach Jun-05 6,680 01/07/07 12,700 12,700 -
Westcourt Tavern, Cairns Aug-01 3,166  01/07/07 5,700 5,700 -
Wickham Hotel, Fortitude Valley Jun-06 6,401 01/07/07 8,350 8,350 -
Woodpecker Bar & Grill, Burpengary Sep-03 1,880 01/07/07 5,750 5,750 -
Bayswater Road DBS, Townsville Jul-07 2,219 01/07/07 - 2,150 (69)
Bella Vista DBS, Cairns Aug-99 239 01/07/07 400 400 -
Gateway Plaza DBS, Townsville Sep-05 775 01/07/07 1,000 1,000 -
Bundock Street DBS, Cairns May-04 181  01/07/07 610 610 -
Centenary Cellars DBS, Cairns Sep-99 110 01/07/07 400 400 -
Coastwatchers DBS, Trinity Beach Jun-05 554  01/07/07 760 760 -
Edge Hill DBS, Cairns Sep-98 207 01/07/07 610 610 -
English Street DBS, Cairns Oct-99 142 01/07/07 610 610 -
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Cost including Fair value
additions and Fair value Fair value gain (loss)
Date depreciation Date of 30 June 2007 31 Dec 2007 31 Dec 2007

Property acquired $'000 valuation $'000 $'000 $'000
Queensland (continued)
Kewarra Beach DBS, Cairns Sep-05 259  01/07/07 610 610 -
Railway Estate DBS, Townsville Nov-04 268 01/07/07 610 610 -
Reservoir Road DBS, Cairns Jul-07 1,119 01/07/07 - 1,050 (69)
Sheridan Street Cellars DBS, Cairns Jan-06 1,547  01/07/07 1,550 1,550 -
Southside DBS, Cairns Dec-02 358 01/07/07 610 610 -
Woree DBS, Cairns Oct-01 229  01/07/07 610 610 -
Bonny View Tavern, Bald Hills Dec-06 7,892 01/07/07 10,400 10,400 -
Cleveland Sands Hotel, Cleveland Dec-06 18,271  01/07/07 20,405 20,405 -
Coomera Lodge, Oxenford Dec-06 5,123  01/07/07 3,000 3,000 -
Everton Park Hotel, Everton Park Dec-06 11,083  01/07/07 18,450 18,450 -
Mi Hi Tavern, Brassal Dec-06 11,171  01/07/07 12,950 12,950 -
The Glades Tavern, Yamanto Dec-06 10,448 01/07/07 10,100 10,100 -
Kirra Beach Hotel, Kirra Beach Oct-06 16,754  01/07/07 16,650 16,650 -
Yorkeys Knob DBS, Cairns Sep-94 52  01/07/07 630 630 -
Regatta Hotel, Toowong Nov-06 33,528 01/07/07 32,500 32,500 -
Carrington Hotel, Atherton Sep-06 4,532  01/07/07 2,195 2,720 -
Shamrock Hotel, Mackay Nov-07 20,206  02/10/07 - 19,142 (1,064)
Hermit Park Hotel Motel, Townsville Nov-07 8,344  02/10/07 - 7,904 (440)
Bribie Island Hotel, Bellara Aug-07 16,655 01/07/07 - 12,500 (4,155)
Lord Stanley Hotel, East Brisbane Aug-07 8,636  01/07/07 - 8,600 (36)
Chancellors Tavern, Sippy Downs Aug-07 8,440 01/07/07 - 10,000 1,560
Kings Beach Tavern Aug-07 12,061 01/07/07 - 13,450 1,389
Royal Mail Hotel, Tewantin Aug-07 15,660 01/07/07 - 15,400 (260)
Crown Hotel, Lutwyche Nov-05 18,225 01/07/07 26,100 26,100 -
Total Queensland properties 414,228 410,135 520,1 81 (4,502)
New South Wales
Bridge View Tavern, Willoughby Feb-07 14,771  01/07/07 11,100 11,100 -
Bristol Arms Retro Hotel, Sydney Feb-07 14,771  01/07/07 13,900 13,900 -
Hotel Cremorne, Cremorne Feb-07 22,581  01/07/07 28,300 28,300 -
Kooringal Hotel, Wagga Wagga Feb-07 8,442  01/07/07 9,400 9,400 -
Plantation Hotel, Coffs Habour Feb-07 11,817  01/07/07 14,200 14,200 -
Royal Hotel, Ryde Feb-07 14,771  01/07/07 13,000 13,000 -
Willoughby Hotel, Willoughby Feb-07 22,577 01/07/07 16,500 16,500 -
Finnian’s Irish Tavern, Port Macquarie Jan-07 4,061 01/07/07 4,700 4,700 -
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Cost including Fair value
additions and Fair value Fair value gain (loss)

Date depreciation Date of 30 June 2007 31 Dec 2007 31 Dec 2007
Property acquired $'000 valuation $'000 $'000 $'000
New South Wales (continued)
Port Macquarie Hotel and Town Green
Tavern, Port Macquarie Jan-07 18,057 01/07/07 23,000 23,000 -
Chincogan Hotel, Mullumbimby Oct-06 3,167 01/07/07 2,350 2,350 -
Commercial Hotel, Mullumbimby Oct-06 3,167 01/07/07 3,950 3,950 -
Kincumber Hotel, Kincumber Aug-06 17,804 01/07/07 16,280 16,280 -
Lakeview Hotel, Oak Flats Aug-07 12,361  01/07/07 - 11,700 (661)
Moonee Beach Tavern, Moonee Beach Jul-07 8,594  01/07/07 - 9,225 631
Tacking Point Tavern, Port Macquarie Jul-07 15,827 01/07/07 - 15,000 (827)
Ocean Shores Tavern, Ocean Shores Aug-07 6,818 20/08/07 - 6,400 (418)
Prospect Hotel, Prospect Nov-07 13,621  19/09/07 - 12,800 (821)
El Cortez Hotel, Wakely Jun-07 29,543  01/07/07 29,000 29,000 -
Keighery Hotel, Auburn Jun-07 19,752  01/07/07 18,300 18,300 -
Lidcombe Hotel, Lidcombe Jun-07 8,611  01/07/07 7,800 7,800 -
Livingstone Hotel, Petersham Jun-07 14,857  01/07/07 12,500 12,500 -
Mt Druitt Cedars Tavern, Emerton Jun-07 13,338  01/07/07 13,700 13,700 -
Royal Hotel, Granville Jun-07 18,908 01/07/07 18,150 18,150 -
St Marys Hotel, St Marys Jun-07 13,169 01/07/07 12,550 12,550 -
Bankstown Club Hotel, Bankstown Jul-07 18,751  01/07/07 - 16,850 (2,901)
Cabramatta Club Hotel, Cabramatta Jul-07 27,733  01/07/07 - 27,550 (183)
Campbelltown Club Hotel,
Campbelltown Jul-07 18,757  01/07/07 - 21,300 2,543
Canterbury Club Hotel, Canterbury Jul-07 25,277  01/07/07 - 15,050 (10,227)
Eastwood Hotel, Eastwood Aug-07 33,013  01/07/07 - 31,550 (1,463)
Leumeah Club Hotel, Leumeah Jul-07 15,773  01/07/07 - 15,800 27
Mount Annan Club Hotel, Mount Annan Jul-07 18,757  01/07/07 - 23,250 4,493
Revesby Pacific Hotel, Reveshy Jul-07 18,286  01/07/07 - 14,000 (4,286)
Wattle Grove Club Hotel, Wattle Grove Aug-07 14,253  01/07/07 - 15,650 1,397
Brewhouse Belmore, Belmore Aug-07 16,995 01/07/07 - 16,250 (745)
Brewhouse Doonside, Doonside Aug-07 15,175 01/07/07 - 14,500 (675)
Total New South Wales properties 554,155 268,680 535,555 (13,116)
Victoria
All Seasons Bendigo, Bendigo Nov-07 19,019 01/07/07 - 18,000 (1,019)
Total Victoria properties 19,019 - 18,000 (1,019)
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Cost including Fair value

Propert additions and Fair value Fair value gain (loss)
perty Date depreciation Date of 30 June 2007 31 Dec 2007 31 Dec 2007
acquired $'000 valuation $'000 $'000 $'000
South Australia
The Aussie Inn, Hackham Sep-07 12,577  24/07/07 - 11,814 (763)
Waterloo Station Hotel, Paralowie Jul-07 14,580 01/07/07 - 14,050 (530)
Grand Junction Tavern, Pennington Jul-07 7,334 01/07/07 - 7,600 266
Western Tavern, West Gambier Jul-07 3,875 01/07/07 - 6,100 2,225
Payneham Tavern, Royston Park Jul-07 7,976  01/07/07 - 7,300 (676)
Brighton Metro Hotel Jul-07 11,365  01/07/07 - 11,100 (265)
Total South Australia properties 57,707 - 57,964 257
Total hotel and bottleshop portfolio -
consolidated 1,045,109 678,815 1,131,700 (18,380)
Other adjustments (49) - - 49
1,045,060 678,815 1,131,700 (18,331)

Investment properties

All investment properties are freehold and 100% owned by HLG and are comprised of land, buildings and fixed improvements. Plant and
equipment is held by the tenant. In Queensland gaming licences and liquor licences are held by the tenant, whereas in New South Wales,
Victoria and South Australia they are held by the tenant and revert back to the lessor upon completion of the lease.

Leasing arrangements
The investment properties are each leased to a single tenant under long-term operating leases with rentals payable monthly in advance,
other than leases to Coles Ltd which are payable on the 15" of each month. HLG has incurred no lease incentive costs to date.

Remaining lease terms for all properties vary between 14 and 30 years, excluding options for extension of the leases upon completion of
the lease term.

Valuation of investment properties

The basis of valuation of investment properties is fair value being the amounts for which the properties could be exchanged between willing
parties in an arm’s length transaction, based on current prices in an active market for similar properties in the same location and condition
and subject to similar leases.

Independent valuations

It is HLG’s policy to independently value 1/3 of its property portfolio annually. All properties were independently valued as at 1 July 2007 or
subsequently for any additional property acquisitions. All of these valuations were completed by Bruce McFarlane (FAPI) of LandMark
White Brisbane Pty Ltd, except the valuation of the Prospect Hotel which was completed by Scott A Robertson (TAAPI) of Robertson &
Robertson Pty Ltd. Valuations as at 1 July 2007 were adopted as at 30 June 2007 for existing properties and as at the day of valuation (or
day of settlement, whichever is later) for any properties acquired during the half-year.

31 December

2007
Note $000
9  Other non-current assets
Straight-line lease adjustment 8 24,338
10 Other financials assets
Listed stapled securities in ALE Property Group 79,187

HLG has a 23.6% investment in ALE Property Group, a listed pub group. HLG does not have any significant influence over ALE and its
investment is therefore not equity accounted. The listed securities held are valued as per the quoted market price at balance date, being
$3.90 per security.
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31 December

2007
$'000
11 Loans and borrowings
CURRENT
Insurance premium finance 391
NON-CURRENT
Junior Debenture Subscription Facility (“JDSF”) 59,338
Senior Debenture Subscription Facility (“SDSF”) 778,315
837,653
JDSF
JDSF issued August 2007 60,000
Prepaid borrowing establishment costs capitalised (752)
Amortisation of prepaid borrowing costs 90
59,338
SDSF
SDSF issued August 2007 787,000
Prepaid borrowing establishment costs capitalised (9,861)
Amortisation of prepaid borrowing costs 1,176
778,315
Assets pledged as security
Investment properties 1,131,700
Listed stapled securities in ALE Group 79,187
1,210,887

The JDSF and SDSF are scheduled to terminate in or about July 2010. The variable interest rate exposure of both debt facilities is fully

hedged with fixed index interest rate swaps. Refer to Note 3 for further information in regard to HLG’s borrowings.

12 Cash flow information

Reconciliation of cash flows from operating activities with change in net assets attributable to stapled security holders:

Contributions to net assets attributable to stapled security holders

Amortisation of borrowing costs

Gain on fair value adjustment of derivatives

Loss on fair value adjustment of investment property

One-off receipt CHG Australia Pty Ltd acquisition (incl. in fair value adjustments to investment properties)

Loss on sale of investment property

Change in operating assets and liabilities
(Increase) decrease in trade and other receivables
(Increase) decrease in prepayments

(Increase) decrease in other current assets

Increase (decrease) in payables
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18,331
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13 Investments in controlled entities

The Trust owns 100% of the units in CH Properties Unit Trust. CH Properties Unit Trust owns the Crown Hotel and attached shops in
Lutwyche, Queensland.

The Company owns 100% of the shares in Hedley Leisure & Gaming Property Services Ltd and 100% of the shares in HLG Issuer Finance
Pty Ltd. Hedley Leisure & Gaming Property Services Ltd provides financial services to HLG. HLG Issuer Finance Pty Ltd raises debt with
finance providers and makes these monies raised available to HLG.

14 Segment information

Business segment

HLG operates solely in the property investment and property funds management industry and has no business segmentation.
Geographical segment

HLG solely owns property in Australia.

15 Events subsequent to balance sheet date

On 1 January 2008 HLG acquired the Mountain Creek development site in Queensland for $10 million. The acquisition was entirely funded
by issuing stapled securities in HLG to the vendor. A total of 2,857,143 securities were issued as part of the acquisition transaction
increasing the total number of issued stapled securities to 127,691,896.

On 25 January 2008 HLG announced its expected interim distribution of 13 cents per stapled security for the half-year ended 31 December
2007. The record date of the distribution is 15 February 2008 with the distribution payable to stapled security holders on 29 February 2008.
For more information on the 31 December 2007 interim distribution refer to note 5.

16 Cloning of trusts

On 20 July 2007 certain assets and liabilities ‘cloned’ into two other trusts included the following:

Note $000

Net assets cloned

Investment properties at cost and fair value 33,860
Property, plant and equipment 18,026
Other assets and liabilities 3,272
Liability to unit holder of cloned trusts (55,158)
Total net assets cloned -
Liabilities assigned to cloned trusts

Distributions payable 4(a) (13,797)

The distributions payable assigned to the cloned trusts relate to income received from properties which have been cloned into the two other
trusts.

17 Fund information

Registered office of the Responsible Entity
Permanent Investment Management Limited, Trust House, 151 Rathdowne Street, Carlton South, Victoria 3053

Registered office and principal place of business of the Company

Hedley Leisure & Gaming Property Partners Limited, 69 Aumuller Street, Cairns, Queensland 4870.

23



HEDLEY LEISURE & GAMING PROPERTY FUND
Half-Year Report for the period ended 31 December 2 007

Directors’ declaration

In the opinion of the directors of Permanent Investment Management Limited, the Responsible Entity of the Hedley Leisure and Gaming

Property Trust:
(@) the financial statements and notes, set out on pages 5 to 23, are in accordance with the Corporations Act 2001, including:
0] giving a true and fair view of the financial position of the Hedley Leisure & Gaming Property Fund as at 31 December
2007 and of its performance for the six months ended on that date; and
(i) complying with Australian Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001; and
(b) there are reasonable grounds to believe that the Hedley Leisure & Gaming Property Fund will be able to pay its debts as and

when they become due and payable.

Signed in accordance with a resolution of the directors of Permanent Investment Management Limited.

Michael John Britton

Director (Permanent Investment Management Limited)
Dated this 11" day of February 2007

Sydney
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Independent auditor’s review report
to the security holders of the Hedley Leisure & Gam  ing Property Fund

We have reviewed the accompanying half-year financial report of Hedley Leisure & Gaming Property Fund (“HLG” or “the
consolidated entity”), which comprises the condensed interim balance sheet as at 31 December 2007, income statement,
statement of recognised income and expense and statement of cash flows for the half-year ended on that date, a
summary of significant accounting policies and other selected explanatory notes and the directors’ declaration of HLG set
out on pages 5 to 24. The consolidated entity comprises Hedley Leisure and Gaming Property Trust and its controlled
entity and Hedley Leisure & Gaming Property Partners Limited and its controlled entities.

Directors’ responsibility for the financial report

The directors of Permanent Investment Management Limited, the Responsible Entity of the Hedley Leisure and Gaming
Property Trust are responsible for the preparation and fair presentation of the half-year financial report in accordance with
Australian Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Act 2001. This responsibility
includes establishing and maintaining internal control relevant to the preparation and fair presentation of the half-year
financial report that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review. We conducted our
review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of an Interim Financial Report
Performed by the Independent Auditor of the Entity, in order to state whether, on the basis of the procedures described,
we have become aware of any matter that makes us believe that the half-year financial report is not in accordance with
the Corporations Act 2001 including: giving a true and fair view of the consolidated entity’s financial position as at 31
December 2007 and its performance for the half-year ended on that date; and complying with Australian Accounting
Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001. As auditor of the Hedley Leisure
& Gaming Property Fund, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the
annual financial report.

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

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that the half-
year financial report of Hedley Leisure & Gaming Property Fund is not in accordance with the Corporations Act 2001,
including:

giving a true and fair view of the consolidated entity’s financial position as at 31 December 2007 and of its
performance for the half-year ended on that date; and

complying with Australian Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001.

a)
b)

KPMG

Graham Coonan
Partner

Cairns
11 February 2007
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