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Independent Director’s letter to Unitholders 

29th November 2006 

Dear Unitholder 

In our Annual Report, we said that we would soon update Unitholders of the Fund with our 
strategy to improve the future financial performance of the Fund.  It is therefore with great 
pleasure that I am now able to present to you the following proposals for the development of 
your Fund. 

As you will be aware, CVC acquired CVC Property Managers Limited, formerly Taragon 
Management Limited, the Responsible Entity of the Fund, in December 2005.  At the same time 
CVC demonstrated its commitment to the Fund by also acquiring 19.5% of the total Units on 
issue in the Fund.  CVC is an ASX listed investment company (code: CVC) that has an 
impressive range of diversified assets.  In the twenty years since listing, CVC has been involved 
in over thirty profitable property transactions, including project financing, construction, direct 
ownership and shareholdings in listed property groups. 

The Directors of the Responsible Entity and CVC are mindful of the disappointing lack of 
investment activity and financial performance of the Fund in the past and are determined to 
leverage their property experience and to pursue a strategy of acquiring a diversified portfolio of 
quality property assets to grow and add value to the Fund, for both existing and future 
Unitholders.  

As part of this strategy, it is proposed that the initial acquisition will be in the well located 
AustLink Business Park at Belrose, NSW.  This Belrose project involves the acquisition, 
construction, development and leasing of a 14,157 square metre Bulky Goods Retail facility on 
a currently vacant site.  The vacant land, with development approval, has been valued by 
Colliers International at $15.1 million.  On completion, the project is expected to be valued at 
$59 million, realising a development profit of $11 million, and be a cornerstone asset and key 
regular income producer for the future of the Fund and Unitholders. 

The Belrose site is currently the sole asset of the Lauden CVC Property Trust and is to be 
acquired through the purchase of all the units in the Lauden CVC Property Trust for an initial 
consideration of $13 million, comprising $6 million cash and $7 million scrip (43.75 million Units 
at an issue price of 16 cents per Unit), and a deferred consideration, contingent on a successful 
outcome of the project for the Fund, of up to a further $2 million in cash or Units, at the election 
of the Lauden Unitholders.   

It is intended that the cash component of the initial consideration will be funded by a placement 
of a further 43.75 million Units in the Fund to at an issue price of 16 cents per Unit to new 
investors in the Fund.   

The CVC Group holds 45% of the Units in the Lauden CVC Property Trust that are proposed to 
be sold to the Fund.  With its current Unit holding in the Fund and the units to be issued for the 
scrip component of the acquisition, the CVC Group will retain a 39% effective interest in the 
Belrose property, through Units in the Fund, immediately after the acquisition. 

As a result of the related party issues and the issue of a substantial number of new Units, 
legislation and Australian Stock Exchange listing rules require that various aspects of the 
Proposed Transaction be subject to approval by Unitholders.   

This document contains a notice which convenes a meeting of Unitholders to be held on 21 
December 2006 to consider and, if thought fit, approve the Proposed Transaction and provides 
explanatory information to allow a proper appreciation of the implications of the proposals.   
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In particular, this document includes a summary of the valuation report for the Belrose site 
prepared by Colliers International and a report from an independent expert, Lonergan Edwards 
& Associates Ltd who have reviewed the Proposed Transaction and have concluded that it is 
fair and reasonable to those Unitholders not associated with the CVC Group and the other 
Lauden Unitholders. 

If the Proposed Transaction proceeds, on completion, there will be a total of approximately 103 
million Units on issue, and the holding of the existing Unitholders (excluding the CVC Group) 
will decrease to approximately 12%.  With the potentially dilutionary effect of the contingent 
deferred consideration component, and in the absence of further acquisitions, this could further 
decrease to approximately 11%. 

Another facet of the proposed future strategy of the fund is for CVC to bring in Trinity Group, an 
ASX listed property development company and property manager, as a joint venture partner for 
the management of the Fund.  It is anticipated that a relationship with Trinity will provide a way 
of fast-tracking the opportunities available to the Fund.  

In addition to the proposed transactions related to the Belrose property and capital raising, it is 
also proposed to use the occasion of the meeting of Unitholders to consider passing a 
resolution to amend the current Constitution of the Fund:  

- to change the name of the Fund to 'The CVC Trinity Property Fund';  

- to change the life/ duration of the Fund;  

- to restructure the management fee arrangements in place between the Fund and the 
Responsible Entity so as to better align the interests of the Responsible Entity with 
those of the Fund and Unitholders and to more accurately reflect the real cost patterns 
of managing the Fund; and 

- to update the Constitution with various technical provisions.   

Further information on these proposed changes is also provided in the Explanatory 
Memorandum. 

As your Independent Director, I commend these initiatives and recommend that you vote in 
favour of each and all of the proposed resolutions.  However, before making your decisions, 
you should consider carefully the contents of the Explanatory Memorandum and the attached 
Independent Expert’s Report.   

Your sincerely 

 
 
 
KW McGrath 
Director 
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Notice of Meeting 
Notice is given that a meeting of the Unitholders of the Taragon Property Fund ARSN 107 276 
184 ('the Fund') will be held at 2pm at Level 42, AAP Centre, 259 George Street, Sydney, NSW 
2000 on 21 December 2006. 

The business to be considered at the meeting is set out below.  This notice of meeting should 
be read in conjunction with the accompanying Explanatory Memorandum and Independent 
Expert’s Report.  A proxy form also accompanies this Notice of Meeting. 

Agenda 

Resolution 1(special resolution) -  Approval for modifications to the Constitution of the 
Fund as set out in the Explanatory Memorandum, including changes to: the fees payable 
to the Responsible Entity, the name of the Fund and the duration of the Fund  

To consider, and if thought fit, pass the following resolution as a special resolution: 

That, pursuant to clause 22.1 of the Fund’s Constitution and for the purposes of section 208 of 
the Corporations Act 2001 (as modified by Part 5C.7 of the Act): 

• the Constitution of the Fund be and is hereby amended in the manner substantially as 
set out in a Deed of Variation initialled for identification purposes by the Chairman of 
the meeting and tabled at the meeting, with effect from the date on which the Deed of 
Variation is lodged with the Australian Securities & investments Commission; and 

• specifically, approval be given for the changes and increases in fees payable to the 
Responsible Entity in the manner set out in the Deed of Variation. 

[Notes to Resolution 1: 
• The Explanatory Memorandum provides Unitholders with further information on the 

proposed changes to the constitution and specifically includes the information required to 
be disclosed under Chapter 2E of the Corporations Act (as modified by Part 5C.7 of the Act). 

• A voting exclusion applies.  Separate Voting Exclusion Statements are included in this 
notice of meeting.] 

Resolution 2 - Approval for the acquisition of a substantial asset from related parties 

To consider, and if thought fit, to pass the following resolution as an ordinary resolution: 

That, subject to the passage of resolutions 1, 3, 4 and 5, for the purposes of Listing Rule 10.1 
and section 208 of the Corporations Act (as modified by Part 5C.7 of the Corporations Act 
2001), approval be given for the Fund to acquire all of the issued units in the Lauden CVC 
Property Trust from the Lauden Unitholders for a total consideration of up to $15 million, on the 
terms and conditions described in the Explanatory Memorandum. 

[Notes to Resolution 2: 
• The Explanatory Memorandum provides Unitholders with further information on the 

proposed acquisition and specifically includes the information required to be disclosed 
under Chapter 2E of the Corporations Act (as modified by Part 5C.7 of the Act). 

• A voting exclusion applies.  Separate Voting Exclusion Statements are included in this 
notice of meeting.] 
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Resolution 3 - Approval for the issue of the Acquisition Units and giving financial 
benefits to related parties for the acquisition by the Fund of the Lauden Units  

To consider, and if thought fit, to pass the following resolution as an ordinary resolution: 

That, subject to the passage of resolutions 1, 2, 4 and 5, for the purposes of Listing Rule 10.11 
and section 208 of the Corporations Act 2001 (as modified by Part 5C.7 of the Act), approval be 
given for the Fund to: 

• issue to the Lauden Unitholders up to a total of 43,750,000 new Units at an issue 
price of 16 cents per Unit; and 

• grant the Lauden Unitholders an option to subscribe for up to a further 12,500,000 
new Units at an issue price of 16 cents per Unit,  

in consideration for the acquisition by the Fund of all of the units held by the Lauden Unitholders 
in the Lauden CVC Property Trust, on the terms and conditions described in the Explanatory 
Memorandum. 

 [Notes to Resolution 3: 
• The Explanatory Memorandum provides Unitholders with further information on the 

proposed acquisition and issue of Units, and specifically includes the information required 
to be disclosed under Chapter 2E of the Corporations Act (as modified by Part 5C.7 of the 
Act) and Listing Rule 10.13. 

• As required by Listing Rule 10.10, an Independent Expert’s Report on the Proposed 
Transaction accompanies this Notice of Meeting. Unitholders are urged to read this 
Independent Expert’s Report before deciding how to vote on resolution 3.   The Independent 
Expert has concluded that the Proposed Transaction is fair and reasonable to the 
Unitholders of the Fund not associated with the Lauden Unitholders. 

• If Unitholder approval is given for the issue of Units under Listing Rule 10.11, approval is not 
required under Listing Rule 7.1 

• A voting exclusion applies.  Separate Voting Exclusion Statements are included in this 
notice of meeting.] 

Resolution 4 - Approval for increase in voting power of the CVC Group in the Fund as a 
result of the issue of new Units in consideration for the acquisition of the Lauden Units 
and the participation of CVC Executives in the capital raising 

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

That, subject to the passage of resolutions 1, 2, 3 and 5, for the purposes of section 611, item 7 
of the Corporations Act 2001 (as modified by section 604 of the Act), approval be given for: 

• the acquisition of an initial 36,562,500 Units, and up to a further 5,625,000 Units, by 
the CVC Unitholders on completion of the acquisition of the units in the Lauden CVC 
Property Trust;  

• the acquisition in the capital raising of up to 25 million units by the CVC Executives; 
and  

• the consequential increase in the voting power in the Fund of the CVC Unitholders,  

on the terms and conditions described in the Explanatory Memorandum. 

[ Notes to Resolution 4: 
• The Explanatory Memorandum provides Unitholders with detailed information on the effects 

on the voting power of the CVC Group of the proposed property acquisition and structure, 
and specifically includes information required to be disclosed under section 611, item 7 of 
the Corporations Act and ASIC Policy Statement 74. 
The Independent Expert’s Report that accompanies th• is Notice of Meeting has been prepared 
in accordance with ASIC Policy Statement 74. Unitholders are urged to read this Independent 
Expert’s Report before deciding how to vote on the Resolution 4. 
A voting exclusion applies.  Separate Voting Exclusion Statements•  are included in this 
notice of meeting.] 
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Resolution 5 - Approval for proposed placement of New Units to Wholesale Clients 
by the Broker (incselected luding the CVC Executives) to finance the Proposed 

Transaction 

o the passage of resolutions 1, 2, 3 and 4, for the purposes of Listing Rules 7.1 
ew 

 selected 
 

n Units to 
C Executives, separate approval is not required under Listing Rule 7.1 for the issue of 

Terms us  Meeting shall have the same meaning as defined in the 
Explanatory Memorandum accompanying this Notice of Meeting. 

Resolution 1 (special resolution) -  Approval for modifications to the Constitution of the 
 Memorandum, including changes to: the fees payable 
e of the Fund and the duration of the Fund 

mit a 
financial benefit to be given; and 

 substantial asset from related parties  

t on resolution 2 by: 

 

solutio  financial 
y the Fund of all the Lauden Units 

 on resolution 3 by: 

m the 

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

That, subject t
and 10.11, approval be given for the issue and allotment by the Fund of up 43,750,000 n
units at the issue price of 16 cents per Unit, by way of placement to Wholesale Clients
by the Broker and agreed by the Independent Director (which may include the placement of up
to 25 million units to the CVC Executives), in the manner described in the Explanatory 
Memorandum. 

[Notes to Resolution 5  
• If Unitholder approval is given under Listing Rule 10.11 for the issue of the 25 millio

the CV
those Units 

• A voting exclusion applies.  Separate Voting Exclusion Statements are included in this 
notice of meeting.] 

Defined Terms 
ed in this Notice of

Voting Exclusion Statements 

Fund as set out in the Explanatory
to the Responsible Entity, the nam

The Fund will disregard any votes cast on resolution 1 by: 

• A related party of the Responsible Entity to whom the resolution would per

• any associate of those related parties. 

Those persons include CVC Limited. 

Resolution 2 - Approval for the acquisition of a

The Fund will disregard any votes cas

• the Lauden Unitholders and any related party of the Responsible Entity to whom the
resolution would permit a financial benefit to be given; and 

• any associate of those persons. 

Those persons include CVC Limited.  

the Acquisition Units and givingRe n 3 - Approval for the issue of 
benefits to related parties for the acquisition b

The Fund will disregard any votes cast

• the Lauden Unitholders and any related party of the Responsible Entity to who
resolution would permit a financial benefit to be given; and 

• any associate of those persons. 

Those persons include CVC Limited.  
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Resolution 4 - Approval for increase in voting power of the CVC Group in the Fund as a 

ons. 

solutio cement of New Units to Wholesale Clients 

isregard any votes cast on resolution 5 by: 

ue and a person who might obtain a 

• xecutives; and  

ons. 

ceptio s 

in accordance with the above voting exclusion 

ast by a person as proxy for a person who is entitled to vote, in accordance with 
the directions on the proxy form; or 

on the proxy form to vote as the proxy decides. 

Persons 

f the Corporations Regulations 2001, the Independent Director has 
 each Unitholder for the purposes of ascertaining their voting 

 

rsonally or by proxy, attorney or representative. 

 than two 

rcise one 
 

e authority. Proxies given by corporations must be signed by a director, 

result of the issue of new Units in consideration for the acquisition of the Lauden Units 
and the participation of the CVC Executives in the capital raising 

The Fund will disregard any votes cast on resolution 4 by: 

• the CVC Unitholders; and  
• any associate of those pers
 

e n 5 - Approval for proposed plaR
selected by the Broker (including the CVC Executives) to finance the Proposed 
Transaction. 

The Fund will d

• a person who may participate in the proposed iss
benefit, except a benefit solely in the capacity of a holder of Units, if the resolution is 
passed;  

the CVC E

• any associate of those pers

Ex n to voting exclusion statement

However, the Fund need not disregard a vote 
statements if: 

• it is c

• it is cast by the person chairing the meeting as proxy for a person who is entitled to 
vote, in accordance with a direction 

entitled to vote 

Under regulation 7.11.37 o
determined that the Unitholding of
entitlements at the meeting will be as it appears in the share register at 7.00pm Sydney time on
19 December 2006.  

Proxies 

Votes at the Meeting may be given pe

A Unitholder entitled to attend and vote at the meeting has the right to appoint no more
proxies.  A proxy need not be a Unitholder of the Fund. 

A Unitholder who is entitled to cast two or more votes may appoint two proxies and may specify 
the proportion or number of votes each proxy is appointed to exercise. 

If the Unitholder appoints two proxies and the appointment does not specify the proportion or 
the number of the Unitholder’s votes each proxy may exercise, each proxy may exe
half of the Unitholder’s votes. If the Unitholder appoints two proxies, neither proxy may vote on
a show of hands. 

A proxy form must be signed by the Unitholder or his or her attorney who has not received any 
notice of revocation of th
company secretary, sole director and sole company secretary or under the hand of a duly 
authorized officer or attorney. 
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The proxy form (and any Power of Attorney under which it is signed) must be received by the 
Fund by fax on +612 9087 8088 or by mail or delivery to the Fund’s registered office at Level 
42, AAP Centre, 259 George Street, Sydney, New South Wales 2000 no later than 48 hours 
before the commencement of the meeting, that is by no later than 2pm Sydney time on 19 
December 2006. Any proxy form received after that time will not be valid for the scheduled 
meeting. 

By order of the Directors of the Responsible Entity 
 

 
 

John Hunter 
Company Secretary 
29th November 2006  
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Explanatory statement 

1 Introduction 

General 

This explanatory statement has been prepared for the information of Unitholders in connection 
with the business to be conducted at a meeting of Unitholders to be held 2pm Sydney time on 
21 December 2006 at Level 42, AAP Centre, 259 George Street, Sydney.  It forms part of the 
notice of meeting and must be read together with that notice.   

Unitholders should read this document in full and if they have any questions, obtain 
professional advice, before making any decision in relation to the resolutions to be put 
to the meeting. 

Purpose of the meeting 

The purpose of the meeting is to consider various proposed resolutions relating to: 

• The amendment of the constitution of the Fund; and 

• The proposed acquisition of all the units of Lauden CVC Property Trust, the owner of 
a property at Belrose, NSW. 

The resolution in respect of the amendment of the constitution of the Fund is a stand alone 
resolution independent of the other resolutions.  The other resolutions in respect of the Belrose 
property are interdependent and are only passed if all resolutions at the meeting are passed. 

Contents of the explanatory memorandum 

The resolutions in this notice of meeting and explanatory memorandum are the first tangible 
steps put to Unitholders for CVC’s new strategy to actively grow and add value to the Fund 
through the acquisition of a diversified portfolio of quality property assets.  Consequently, it is 
considered appropriate to take this opportunity to elaborate on the background and rationale for 
the strategy and how the proposed resolutions fit in with this strategy. Therefore, the 
explanatory memorandum has been expanded to include the following sections: 

1 Update on recent developments, specifically since CVC became involved  

2 Overview of the current and proposed management structure and arrangements for 
the Fund 

3 Explanation of the strategy for the Fund for the future 

4 Rationale, in light of the strategy for the Fund, for the proposed changes to the 
constitution of the Fund in respect of fees payable to the Responsible Entity and the 
name of the Fund 

5 Information on the proposed Belrose property acquisition, including 

5.1 Background and overview of the property and the rationale for the 
acquisition in light of the strategy for the Fund 

5.2 Current status of the project 

5.3 Terms and conditions of the proposed acquisition 

5.4 Consequences and financial effects of the proposed acquisition 

5.5 Discussion and analysis of the proposed acquisition 

6 Director recommendations 
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Specific details on each of the proposed resolutions, including statutory and ASX requirements.   

2 Recent Developments 
The table below highlights the key developments in the Fund, since the involvement of CVC, as 
announced to the ASX:   

Date Summary of announcement 
8 December 2005 The Fund announced that CVC Limited (CVC), an ASX listed investment 

company (ASX:CVC), had entered into an agreement to acquire ownership 
and control of the Responsible Entity and that the Directors believe that 
'CVC is better placed to improve the returns to Unitholders' of the Fund. 

The Fund also announced that, as part of the future direction of the Fund, it 
had entered into a conditional contract for the sale of its principal asset, 
being vacant commercial land at High Wycombe, Western Australia, that 
'will allow it to better utilise the funds for investment in alternative property 
opportunities'   

2 February 2006 CVC completed its acquisition of all of the shares in the Responsible Entity 
and the purchase of 2,940,002 Units in the Fund, representing 
approximately 19.5% of the total issued Units.   

Changes to the Board of the Responsible Entity and management structure 
were also announced on that day. 

8 March 2006 The Fund announced that the first stage of the sale of the High Wycombe 
land had been completed for gross proceeds of $1.63 million and that it 
was anticipated that the sale of the balance of the land would be completed 
within 12 months for approximately $1.35 million. 

21 March 2006 The name of the Responsible Entity was changed to 'CVC Property 
Managers Limited' to reflect the new ownership. 

4 August 2006 Fund releases its preliminary final report and full year accounts for the year 
ended 30 June 2006 

25 August 2006 Fund announces appointment of Mr Geoffrey Leaver as Chairman of the 
Board of the Responsible Entity 

12 September 2006 Fund lodges 2006 Annual Report 

 

3 Management Structure 
Responsible Entity 

CVC Property Managers Limited (AFS licence number 229809), a wholly owned subsidiary of 
CVC Limited is the responsible entity for the Fund. 

CVC is a diversified investment company that was listed on the Australian Stock Exchange in 
1985.  From those early days of providing venture capital to developing companies, CVC has 
developed a profitable diversified portfolio of investments including listed shares, direct 
property, private equity investments and funds management.  Since listing, CVC has 
maintained its core management team, invested in over 70 businesses and successfully 
participated in over 30 property related deals.   
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The platform for growth has been its ability to identify profitable property related investments.  
These range from acquiring direct property, shareholdings in listed property developers and 
providing development funding. 

Directors and senior management of the Responsible Entity 

Geoffrey Leaver (Chairman & Director) 

Geoffrey Leaver has a Bachelor of Economics degree from the University of Sydney.  He has 
completed further studies at Stanford University and is an authorised representative of CVC 
Managers Limited.  He is also Director of CVC Private Equity Limited. 

Geoffrey joined the funds management industry in 1984 having worked for leading 
organisations such as Prudential Assurance, Tower and Bridges Financial Planning.  He has 
held several senior management positions including sales and marketing roles. 

He negotiated the purchase of Taragon Management Limited by CVC Limited in December 
2005, and arranged its subsequent restructure and re-branding to CVC Property Managers 
Limited. 

Sandy Beard (Director) 

Alexander (Sandy) Beard has a Bachelor of Commerce degree from the University of NSW. He 
is an Associate of the Institute of Chartered Accountants. He has been an investment manager 
since 1995. Today he is CEO of CVC Limited and a Director of CVC Limited, CVC Private 
Equity Limited, CVC Sustainable Investments Limited, CVC Managers Pty Ltd, Greens Foods 
Limited and numerous private companies.   

Mr Beard has extensive experience in capital raisings, debt financing, property financing, 
negotiations of key agreements and arrangements, profitable exit of investments via initial 
public offerings and trade sales, and recovery strategies for non-performing companies.  

Kim McGrath (Independent Director) 

Kim McGrath is an internationally experienced corporate, finance and investment banking 
lawyer.  He is the Managing Director of Delta Corporate Finance Pty Limited, a specialist 
advisory group based in Sydney, and has his own corporate and commercial legal practice in 
Australia and the UK.   

His prior roles in Australia have included prime legal positions with Comalco and ICL, and as 
General Counsel and Company Secretary of Bank of America Australia and the merchant bank 
BA Australia, as General Counsel with Bell Resources responsible for negotiating international 
lines of finance, business acquisitions and strategy, as well as being General Manager, 
Strategy and Planning with Industrial Equity Limited. 

He is also presently a Non-Executive Director and Chairman of the ASX listed resource 
companies Oil Basins Limited and Redbank Mines Limited.   

Future changes to management structure  

CVC has historically co-invested with experienced property partners on a project by project 
basis.  This has normally involved CVC providing financing and the partner(s) bringing general 
and project specific property expertise.  This arrangement has been very successful generally 
and with the Belrose project specifically for CVC.   

It is anticipated that for the future this approach will continue to be applied.   
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CVC intends to bring in the ASX listed Trinity Group as an overall joint venture partner for the 
future general management of the Fund.   

Trinity is a listed property development company and property manager who is able to bring in-
house core competencies in property identification and acquisition, leasing and management 
and property funds capital raising.   

CVC sees that such a relationship could provide a way of fast-tracking the opportunities 
available to, and therefore growth of, the Fund as well as reducing the management costs for 
services it would otherwise have to outsource.  

CVC is negotiating an agreement with Trinity to sell to Trinity half of CVC's interest in the 
Responsible Entity and to fund and manage the Responsible Entity as equal shareholders.  
Under the proposed agreement, it is intended that the Board of the Responsible Entity will be 
restructured and include two persons appointed by Trinity (including Mr Peter Lewis – the 
Chairman of Trinity).   

Completion of the agreement will be conditional on the approval of the proposed resolutions by 
Unitholders.  

4 Future Fund Strategy 
CVC Property Managers has adopted the following new investment objectives and strategy.  
The resolutions being considered at this meeting are designed to be the first major steps 
towards the implementation of this strategy. 

Primary investment objectives  

The primary investment objectives of the Fund are: 

• To build a diversified portfolio of direct property assets, comprising both established 
properties and properties under development. 

• To provide Unitholders with a combination of capital growth over a medium to long 
term period. 

• To provide Unitholders with regular income distributions on a tax effective basis. 

Investment strategy and target asset allocation 
The Responsible Entity's strategy will be to invest in a diverse portfolio of direct and indirect 
property investments and other income producing investments.  The Fund's investments may 
consist of the following: 

• Interests in direct property (including through wholly owned trusts); 
• Interests in listed and unlisted property trusts; 
• Interests in property syndicates; 
• Interests in other types of income producing equities such as property investment 

companies, income funds or share funds; and 
• Cash/bank deposits on call. 

Investment sectors 

The Responsible Entity intends to invest in a diverse range of property including the following: 

• Retail property; 
• Residential property; 

Commercial office property; • 

• Industrial property; and  

• Various forms of public and private infrastructure. 
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Investment criteria 

CVC Property Managers intends to be an active fund manager, with a focus on selective, value 
based investing.  It has adopted the following general criteria to select investments for the 
Fund: 

• Any direct property will be located in Australian capital cities or significant regional 
centres. 

• Acquisitions should not have a material adverse impact on the Fund's distribution 
levels or their tax effectiveness, taking into account prevailing market conditions. 

• Investment should offer prospects for capital growth. 
• Where the Fund invests in listed or unlisted funds it will only choose investments 

managed by reputable fund managers. 

The Fund does not propose to invest directly in mortgages or in mortgage trusts or securitised 
mortgage instruments.  

However, to ensure attractive opportunities are not missed, after careful consideration, these 
criteria may change without notice if it is considered to be in the interests of the Fund.  

5 Proposed changes to the Constitution of the Fund 

5.1 Fees 

All fee information presented excludes GST and all fees will be payable plus GST. 

Fees payable by the Fund to the Responsible Entity are currently determined and paid monthly 
based on an annualised fee, calculated as: 

(i) 1.625% of the Gross Asset Value of the Fund up to and including $10 million; and 
(ii) 0.80% of Gross Asset Value of the Fund over $10 million. 

As part of the proposed strategy to grow and develop the Fund, The Responsible Entity has 
sought advice on this management fee structure in terms of its fairness to Unitholders, 
attractiveness to potential new investors and effectiveness as a motivator to the Responsible 
Entity to drive the performance of the Fund.   

Following discussions with external advisers, the Responsible Entity is advised that this fee 
structure is too simplistic, with the current fees payable irrespective of the performance of the 
Fund and providing minimal incentive for the Responsible Entity to best develop the asset base 
and financing arrangements of the Fund.  Instead it is recommended that the fee structure 
should be revised to be more commercial such that it: 

- More accurately reflects the real cost patterns of managing the Fund; and 
- better aligns the interests of the Responsible Entity and Unitholders;  

It is proposed that this is achieved by restructuring the fees the Fund pays such that recurring 
base fees rates are lowered and the opportunity for the Responsible Entity to receive fee 
income growth is tied more closely to the delivery of outcomes for the Fund, whereby:  

- the Responsible Entity is rewarded for delivering superior returns to Unitholders through 
sharing in those returns by way of performance fees; and    

- the Responsible Entity is remunerated for the additional services required for specific 
transactions through one-off transaction fees on a successful completion basis. 
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To achieve these outcomes it is proposed that the fee structure, per the Constitution of the 
Fund, be revised as follows: 

i) Proposed Base Management Fee 

The Base Management fee covers the day to day management of the Fund.  The costs of 
managing the Fund can be generally expected to increase in line with the size of the Fund but 
with a core ‘rump’ amount substantially unrelated to the size of the Fund.  Accordingly, it is 
considered appropriate that the base management fee should be based on a percentage of 
Gross Asset Value of the Fund but be subject to a fixed minimum amount. 

It is proposed that the fee continue to be paid monthly and be based on the Gross Asset Value 
of the Fund at the end of the previous month, where: 

- the monthly percentage is to be 1/12th of 0.65% of Gross Asset Value,  

- the minimum fixed amount is $12,500 per month. 

As a safeguard, to ensure that the base fees are not higher than those paid under the current 
structure, it is proposed that the monthly fee is capped at a maximum of 1/12th of 1.625% of 
Gross Asset Value. 

The following table shows how the proposed base fee will always be lower or the same as 
under the current structure: 

 Annual Base Management Fees at different asset levels under current and proposed management fee structures: 
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ii) Proposed Performance Fees 

Currently the level of the fees paid by the Fund to the Responsible Entity is not tied to the 
financial performance of the Fund or the returns to Unitholders.   It is usual market practice 
for the Responsible Entity to be rewarded where returns on individual projects or the total 
returns to Unitholders are above a set benchmark. 

It is proposed that where the return to Unitholders for a period is in excess of the equivalent 
of 10% per annum, the Responsible Entity will be paid 20% of the return above 10% as a 
performance fee.  In respect of the calculation: 

- the first period is to start on the date that this resolution is passed.   
- the total return to shareholders is to be calculated based on the market capitalisation of 

the Fund at the start of the period, capital raised and returned, dividends received and 
the closing market capitalisation of the Fund.  

- except for the first period, the market capitalisation to be based on the volume weighted 
average trading price of units in the Fund on the ASX for the last 5 trading days of the 
period, or where there is no trading, on the last trading price, 

- for the first period, the opening market capitalisation is to be based on a price of 16 
cents per unit, 

- the total return to Unitholders is to be calculated as at 30 June each year.   
- where the return is in excess of 10% per annum, the performance fee is payable and a 

new performance fee period starts.   
- Where the return is not in excess of 10% per annum, no performance fee is payable 

and the start of the performance fee period is not reset but continues until the total 
return to Unitholders exceeds 10% per annum compounded.  

The following examples show how the performance fee would be calculated:  

Example 1: One year period – No unit holder transactions 
Opening Market Capitalisation = $10 million.   
Closing Market Capitalisation = $11.5 million 
No dividends or capital movements.   
 

10% return = 10 million x 10% = $1 million 
Actual return = $1.5m increase in market capitalisation 
Excess return = $1.5 million - $1 million = $500,000 
 

Performance Fee = 20% x $500,000 = $100,000 
 

Example 2: One year period with dividend 
Opening Market Capitalisation = $10 million.   
$1 million dividend paid 100 days into period. 
Closing Market Capitalisation = $10.6 million 
No other dividends or capital movements.   
One year period. 
 

10 million x10% = $1 million (A) 
-1 million x 265 days/ 365 days x 10% = -$71,648 (B) 
10% Return (A+B) = $928,352 
Actual Return = $1.6 million being $1 million dividend + $0.6 million market capitalisation  
Excess return = $1.6 million - $928,352 = $671,648 
 

Performance Fee = 20% x $671,648 = $134,330. 
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Example 3: Two year period – no performance fee payable at end of first year 
Opening Market Capitalisation at start of two year period = $10 million  
At end of second year: 
Number of days in period = 730 
$5 million new units raised 100 days into period. 
$1 million dividend paid 500 days into period. 
Closing Market Capitalisation at end of year 2 = $17 million 
No other dividends or capital movements.   
 

10 million x 10% for 2 years = $2.1 million (A) 
5 million x 10% for 630/365 years = $894,065 (B) 
-1 million x 230/365 x 10% = -$61,899 (C) 
10% Return (A+B+C) = $2,932,167 
Actual Return = $3 million being $7 million market capitalisation increase less $5 million new 
capital plus $1 million dividend 
Excess return = $3 million - $2,932,167 = $67,833 
 

Performance Fee = 20% x $67,833 = $13,567. 
 

iii) Individual Transaction Fees 

a) Asset acquisition fee 

Where a new investment is made a fee of 1% of the purchase price will be paid to the 
Responsible Entity.   

Long standing Unitholders will be aware of the difficulty that the Fund has had in locating 
suitable quality assets for the Fund.  This fee will provide the Responsible Entity with the 
capacity to offer finders fees to third parties so as to expand the pipeline of opportunities 
available to the Fund, cover the additional costs of the Responsible Entity in identifying and 
conducting preliminary due diligence on acquisitions, as well as rewarding the Responsible 
Entity for its performance in successfully completing the asset acquisition. 

b) Debt arrangement fee 

Returns to Unitholders can be significantly enhanced by the arrangement of appropriate debt 
finance for Trust assets.  Where the Responsible Entity sources debt finance for a Trust asset, 
a fee of 0.5% of the amount of finance raised will be paid to the Responsible Entity.  

This fee will cover the additional costs of the Responsible Entity in arranging finance, as well as 
rewarding the Responsible Entity for its performance in successfully completing the financing. 

To safeguard unit holder interests, where a Trust asset is refinanced, the fee will only be 
payable on the marginal increase in the finance facility. 

c) Asset disposal fee 

Where a Trust asset is sold a fee of 1% of the sale price will be paid to the Responsible Entity.   

This fee will cover the additional costs of the Responsible Entity in arranging the sale, as well 
as rewarding the Responsible Entity for its performance in successfully completing the sale. 

iv) Termination fees 

Whilst recognising the need of the Fund to retain flexibility in choosing its Responsible Entity, in 
recognition of the costs to the Responsible Entity of winding up the resources allocated to the 
management of the Fund; on termination, a fee equivalent to six months Base Management 
Fee will be paid to the Responsible Entity.   
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In addition, to ensure that the Responsible entity receives a proper entitlement to above 
benchmark returns to Unitholders created during its tenure; on termination, a performance fee 
calculation will be performed and paid with reference to the period until the date of termination. 

v) Fee Adjustments 

All fees, and in particular individual transaction fees, may be waived or reduced by the 
Responsible Entity at its sole discretion.  

5.2 Change of name of Fund 

The Responsible Entity may under the Constitution and the Corporations Act 2001, change the 
name of the Fund by resolution and lodging the prescribed form with ASIC. The change of 
name will take effect when ASIC alters the details of the Fund’s registration.  However, given 
that this meeting is taking place, it is considered appropriate that Unitholders are given the 
opportunity to approve a change of name. 

A change of the Fund’s name will not create a new legal entity, affect the Fund’s existing 
property, rights or obligations, or render defective any legal proceedings by or against the Fund. 

Approval is sought to change the name from the 'Taragon Property Trust' to the 'CVC Trinity 
Property Trust'.   

The change of name is to reflect the new management of the Fund.  It is considered beneficial 
to the Responsible Entity to change the name so as to leverage the goodwill associated with 
the CVC and Trinity names and generally increase the brand awareness of CVC and Trinity.  It 
is considered to be beneficial to Unitholders to change the name so as: 

- to utilise the goodwill of the CVC and Trinity names to attract interest, investment 
opportunities and investment interest in the fund; and 

- to further align the interests of the responsible entity with the Fund by the direct 
association of the CVC and Trinity brands with the investment performance of the Fund.  

5.3 Termination/ duration of the Fund 

Trust deeds and constitutions of funds, such as the constitution of the Fund, have historically 
included ‘perpetuity clauses’ that provide an upper limit on the life of the fund.  For the Fund, 
the constitution includes a clause that the Fund must terminate by 1 January 2050. 

Following the introduction of Australian Equivalent to International Financial Reporting 
Standards (AIFRS), an effect of this clause is that the Fund is required to classify Unitholders 
funds as a liability of the fund, rather than as equity, and accordingly at 30 June 2006 and 
subsequently, in the absence of a removal of this clause, the Fund will show nil net assets. 

It is considered that such a presentation reduces the usefulness of the financial reporting and in 
its Information Release 'IR 05-29 ASIC facilitates removing termination date from property trust 
deeds' and Class Order 'CO 05/566 Managed investment schemes: perpetuity clauses in 
scheme constitutions', ASIC permitted trusts and funds, including the Fund, to amend their trust 
deed/ constitution to remove the ‘Perpetuity Clause’ without the inconvenience and expense of 
a unit holder meeting.  

However, given that a meeting has been called it is proposed to allow Unitholders to formally 
consider an amendment to the Constitution to remove clause 2.2 (a) 1 January 2050 as a date 
by which the Fund must terminate.   
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In addition to the effect described above in respect of financial reporting, the primary effect of 
the approval of the amendment to the Constitution is that the Fund will not automatically 
terminate on 1 January 2050 and instead will terminate on the earliest of: 

- the date on which the Fund terminates in accordance with another provision of this 
Constitution or by law; 

- the date 270 calendar days after the date that the Fully Paid Units are suspended from 
quotation on the ASX, in the event that the suspension continued for the whole 270 
calendar day period, unless otherwise determined by a Special Resolution of the 
Unitholders; and 

- The date determined by the responsible Entity as the date on which the Trust is to be 
terminated. 

5.4 Other proposed amendments 

A copy of the draft Deed of Variation containing the precise variations to the Constitution is 
available on request from the Responsible Entity.   A summary of the general nature and effect 
of the proposed amendments are set out below.  This summary is not exhaustive and 
Unitholders are encouraged to read the full document. 

Under the proposed amendments: 

• Member's rights are clarified - see proposed new clause 4.2; 

• The Responsible Entity will be permitted to issue partly paid units, to forfeit partly paid 
units if the calls are not met and deduct from distributable income or other 
distributions monies payable on account of unpaid monies such as calls or 
instalments - see proposed new clauses 4.3 - 4.16, 12.7 and 12.8; 

• The rights of Members who are joint holders of Units are clarified - see proposed new 
clauses 4.20 - 4.23; 

• If the issue price for Units are to be satisfied by the transfer of property, the Units will 
not be issued until title is received for the property - see proposed new clause 6.3; 

• Unclaimed monies paid to Members can be dealt with in accordance with the laws 
relating to unclaimed monies - see proposed new clauses 12.2 and 12.3; 

• Further examples of the powers of the Responsible Entity have been included - see 
proposed clauses 16.5 and 16.6(a)(ii); 

• Examples of the limits on the liability of the Responsible Entity have been inserted - 
see proposed clauses 18.2 and 18.3. 

• The Responsible Entity's fees have priority over the payment of other amounts - see 
proposed clause 19.10; 

• Any new responsible entity cannot use any distinctive words appearing in the name of 
any former Responsible Entity (such as 'CVC' or 'Trinity') without the approval of the 
Responsible Entity. 
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6 Belrose Project  

6.1 Background of Project and Proposed Transaction  

Overview 

The Belrose Project involves the acquisition, construction and development of a 14,157 square 
metre bulky goods retail facility on a currently vacant site at No 1 (Lot 104) Narabang Way, 
Belrose, NSW within the AustLink Business Park.   

AustLink is a well established business park that has been supported by strong residential 
growth.  Accordingly, there has been a strong demand for retail bulky goods facilities as evident 
by the strong trading from a Bunnings outlet and a newly constructed 33,000m2 Homemaker 
Centre anchored by Domayne.   

Belrose is well located to the Northern beach area of Sydney and within a 30 minute drive to the 
Sydney CBD.  It is proposed the development will comprise a 2 storey building with 2 levels of 
basement parking providing for in excess of 330 car spaces.  Negotiations are progressing with 
anchor tenants and several smaller speciality retail tenants. 

History 

CVC was introduced to the project in 2004 by David Kennedy and Trevor Dean.  CVC agreed to 
provide finance for the project and so, together, they formed the Lauden CVC Property Trust to 
acquire the land, obtain development approval and develop the site.   

The development application has been conditionally approved by Council and final approval is 
expected in the short term.  It is a condition precedent to the acquisition by the Belrose project 
by the Fund that final formal development approval has been issued for the site.  

Strategic fit with the Fund 

Since its involvement with the project, CVC acquired the Responsible Entity for the Fund, and is 
now looking for quality property assets to grow the Fund.  Once the development approval risk 
is removed from the project, CVC considers that the Belrose project is such an asset and 
further presents an ideal seed asset for the Fund as it still offers the potential for sizeable 
capital appreciation through the successful development and leasing of the site.   

Therefore, CVC, as current finance provider, has negotiated a heads of agreement with the 
other Lauden Unitholders for the sale of the property, at its post development approval 
valuation, to the Fund.  The acquisition is to be effected by the acquisition of all the units in the 
Lauden CVC Property Trust by the Fund rather than a direct purchase of the property itself. 

Consideration 

The sale price consideration is to be an initial amount of $13 million, comprising $6 million cash 
and $7 million in new units in the Fund (being 43.75 million units at 16 cents per unit), and 
deferred consideration of $2 million, being either cash or 12.5 million units at 16 cents per unit 
at the election of the individual Lauden Unitholders.  The split of the consideration between the 
individual Lauden Unitholders is detailed later in this Explanatory Memorandum.   

The amount of the deferred consideration is contingent on the results of the development.  This 
structure allows the Lauden Unitholders to crystallise some of their profits to date and, through 
the receipt of Units in the Fund and the deferred consideration, share in the ongoing profits from 
the development of the project, without requiring new equity contributions.  The structure also 
provides the Fund with assurance that the interests of the Lauden Unitholders are substantially 
aligned with the Fund going forward.  
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The $6 million initial cash consideration is to be funded from the net proceeds of a placement of 
a further 43.75 million units at 16 cents per share through an information memorandum to 
wholesale investors.  

6.2 Current status  

Development Application 

The development application for the site was lodged in November 2005. 

The development application is for a 14,157m2 bulky goods retail development at Lot 104, DP 
852750, No. 1 Narabang Way, Belrose, NSW, with a 2 storey building for 18 tenancy spaces 
and 2 levels of basement parking providing for in excess of 330 car spaces.  It seeks to modify 
an existing development approval that remains current to 28th August 2008 for the use of the 
site as a factory, warehouse and office development and associated parking.  

At a meeting of 26th September 2006, Warringah Council conditionally approved the 
development application.  As a result of previous communications with Council and other 
authorities, a number of amendments have already been made to the development application 
to address these outstanding conditions.  Accordingly, no significant further amendments are 
anticipated and a favourable determination is expected in due course.   

The acquisition of the property by the Fund is conditional on, and cannot happen without, 
receipt of development approval as proposed or on substantially similar terms, as described in 
this Explanatory Memorandum. 

Valuation 

At the request of the Independent Director, Colliers International has provided a Valuation 
Report in relation to the Belrose Project.  A copy of the full Valuation Report is available on 
request from the Responsible Entity.  A summary letter from Colliers International in relation to 
the valuation accompanies this document.  The valuation is subject to the formal development 
approval and considers the value before and after the proposed development. 

Unitholders should consider the full Valuation Report carefully before making any decision.     

Key features of the valuation include:  

Valuation as at 19 September 2006 $15.1 million 
Value as completed $59 million 
Initial passing yield 7.2% 

It is a condition precedent of the acquisition by the Fund, that, following receipt of the 
development approval with any amended conditions, the valuer confirms that a current 
valuation of at least $15 million remains reasonable.     

Construction 

Formal contracts for the construction of the project will not be issued prior to the receipt of 
development approval and completion of the acquisition by the Fund. 

However, in recognition of its involvement and knowledge of the project to date, Leanwick Pty 
Limited (a Lauden Unitholder) is expected to be appointed development and project manager 
for the development on normal commercial terms. 

Leanwick Pty Limited has already received a proposal from St Hilliers Contracting Pty Limited to 
complete the construction.  Leanwick Pty Limited and St Hilliers have a successful development 
history together and St Hilliers have experience in the area having constructed the recently 
opened Homemaker centre in the same business park.  Subject to a formal contract or a better 
alternative, it is currently anticipated that St Hilliers will perform the construction.  
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Capital Raising 

It is proposed to raise the $6 million cash component of the initial consideration for the 
Proposed Transaction from the issue of 43.75 million new Units in the Fund at an issue price of 
$0.16 per Unit in a capital raising to raise $7 million.  The capital raising will be by way of an 
information memorandum and be offered to Wholesale Clients. 

The Responsible Entity has reserved an allocation to CVC Executives of up to 25 million Units. 

Stockbrokers may be engaged by the Responsible Entity to assist with the fund raising and may 
be paid a commission by the Fund of up to 5% of capital raised by them (plus GST).   
Commission, of up to 5% of capital raised (plus GST), in respect of other amounts not raised by 
stockbrokers, may be paid to other advisers or rebated to investors at the discretion of the 
Responsible Entity.  However, CVC or Trinity will not be paid any commission in respect of the 
capital raising.  

An Information Memorandum in relation to the capital raising is expected to be finalised shortly 
following the distribution of this notice of meeting and explanatory memorandum. 

Debt Facilities 

The acquisition of the Belrose Project will be financed by cash raised by the placement of new 
Units and by the issue of new Units in the Fund to the Lauden Unitholders.  However, the cost 
of the development of the project is expected to be financed through a construction debt facility. 

The responsible entity is currently negotiating with a number of potential financiers and 
construction will not commence until debt facilities have been arranged.  

Tenancy Negotiations 

Negotiations with potential anchor tenants of the development have been proceeding for some 
time.  However, it is not expected that any formal tenancy agreements will have been agreed 
until after development approval is obtained. 

Currently CVC Property Managers is evaluating several options regarding the management of 
the leasing of the development and the subsequent ongoing management of the property once 
completed.  CVC Property Managers will seek to ensure the quality of the development by 
requiring that the following minimum criteria are applied for new tenancies: 

• The term of a new tenancy must result in a centre-based average lease terms of at 
least 5 years (although a 3 year term will be acceptable provided the proposed tenant 
meets all of the other minimum criteria); 

• Minimum yearly rent increases of at least 3.5%, commencing with rentals not less 
than set minimum amounts; 

• The tenant must have a national or State-wide profile or at least be a local business 
operator with a significant trading history; and 

• Provision of security for performance under the lease. 

However, even if tenancies do not meet all of these criteria, the Fund may still proceed with 
them if CVC Property Managers is satisfied about the quality of the tenant and suitability for the 
development. 

In conjunction with financier funding requirements, the Fund will not commence the formal 
construction of the project until a prudent level of pre-leasing is in place. 
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6.3 Terms and conditions of the Belrose acquisition  

Consideration  

The Fund will acquire the Belrose Project by acquiring all the units in the Lauden CVC Property 
Trust from the Lauden Unitholders for a total maximum consideration of $15 million, comprising 
initial consideration of $6 million cash and the issue to them of $7 million in units in the Fund 
(being a total of 43.75 million Units at an issue price of 16 cents per Unit) and contingent 
deferred consideration of up to $2 million (being either cash or up to 12.5 million units at 16 
cents per unit at the election of the individual Lauden Unitholders).   

As a result of their individual financial circumstances, and more specifically to allow the non-
CVC Lauden Unitholders to repay CVC provided finance secured on the property and pay tax 
arising on the sale, the Lauden Unitholders have agreed that the split of the initial consideration 
between the individual Lauden Unitholders will be as shown below:   

Lauden Unitholder Ownership 
of Lauden 

Units 

Consideration 

  Total Cash Units Value Units No. 
CVC Mezzanine P/L 45% $5.85m $ - $ 5,850,000 36,562,500 
Leanwick P/L 45% $5.85m $ 4,929,259 $ 920,741 5,754,631 
Calkenn P/L 10% $1.3m $ 1,070,741 $ 229,259 1,432,869 
Total  100% $13m $6m $7m 43,750,000 

The deferred contingent consideration  

Where the property is not disposed of within the first two years, the deferred contingent 
consideration is payable, subject to a maximum deferred contingent consideration of $2 million, 
according to the following formula: 

Deferred contingent consideration = (Project Profit - Hurdle) x Percentage 

Where: 

- Hurdle = $2.5 million; 
- Percentage = 50%; and 
- Project Profit is calculated according to the basis explained below. 

In simple terms, this means that: 

- if the Project Profit is less than $2.5 million then no deferred consideration is payable 
- if the Project Profit is more than $6.5 million then $2 million deferred consideration is 

payable 
- if the Project Profit is between $2.5 million and $6.5 million then half of the profit above 

$2.5 million is payable as deferred consideration. 

In determining the Project Profit, the following rules will apply: 

- As it is intended that the Fund will retain the completed development as an ongoing 
income stream, it is unlikely that the Project Profit from the development will be able to 
be determined with reference to a final realisation.  In these circumstances the project 
profit is to be determined 6 months after practical completion by reference to an 
independent valuation on the same basis and using the same capitalisation rate, but 
otherwise based on the then prevailing circumstances, as the Colliers International 
Valuation Report.  
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- Should the property be realised before 6 months after practical completion, then the 

Project Profit is to be determined with reference to the net realisation proceeds.   

- all specific costs of the project, including the initial purchase price of $13 million and 
debt financing costs are to be included.   

- the deferred consideration and related costs are not to be included 

- non-project specific fund costs, such as ongoing and performance management fees 
and general administration and other costs are to be excluded 

The Belrose property has been independently valued with development approval at over $15 
million.  The deferred consideration has been included to recognise the ongoing involvement of 
the Lauden Unitholders in the project, and therefore their ability to drive the results of the 
project, and because of the related party nature of the transaction, to provide a safety net to the 
Fund.  As such, it is designed to defer some of the consideration that would normally have been 
payable upfront rather than underwrite the risk of the project. Based on the project budget, the 
Project Profit before the deferred consideration is expected to be in the order of $13.2 million.  
Therefore the results of the project would have to be $6.7 million worse than budget for the 
maximum deferred consideration not to be paid and would have to be $10.7 million worse than 
budget for no deferred consideration to be payable.  Accordingly, it should be anticipated that 
the deferred consideration will be paid. 

As explained above the formula is designed to ensure that the Fund earns a reasonable return 
on the development and leasing of the project, anticipated to take 2 years, before having to pay 
the deferred consideration.  However, this formula is unfair to the Lauden Unitholders where the 
project is sold prior to completion; for example it would permit the Fund to sell the property 
immediately for $14.5 million, less than the current valuation, and not pay any of the deferred 
consideration.   

Therefore, if the property is sold, directly or indirectly, in the first two years the formula is to be 
adjusted as follows: 

The percentage is to be increased by: 

50   x   (24 – completed months since acquisition)  % 
24  

The hurdle is to be reduced by: 

$2.5 million   x   (24 – completed months since acquisition) 
 24  

This can be illustrated by the following example: 

3 months after acquisition, Property is sold for a project profit of $3 million. 

The 50% Percentage is increased by: 50 x (24-3) = 43.75% and so becomes 93.75% 
24 

The $2.5 million Hurdle is reduced by:   $2.5m  x  (24-3) = $2.1875m and so becomes $312,500 
24 

Contingent consideration calculation = 93.75% x ($3 million - $312,500) = $2,519,531  

As this is more than $2 million, the maximum $2 million contingent consideration is payable. 
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Deferred contingent consideration will split by Lauden Unitholders simply in the ownership ratio 
of 45:45:10 as above.  Each of the Lauden Unitholders will have the option of taking their share 
of the deferred consideration as either cash or units at 16 cents per unit.  The strike price of 
Units at the current approximate net assets of 16 cents per Unit reflects, as explained above, 
the fact that the contingent consideration is considered to be a deferral of the consideration 
based on the current valuation. 

Conditions precedent to completion 

Completion is conditional on:  

• Unitholders passing all resolutions included in this notice of meeting; 

• Receipt of formal development approval for the proposed Belrose development from 
Warringah Council either: 

- as per the lodged development application, or  
- on substantially similar terms acceptable to the Responsible Entity and  
- Colliers International confirming in writing to the Responsible Entity that the 

revised development approval has no material adverse impact on its independent 
valuation of the Belrose site; and  

- Lonergan & Edwards confirming in writing to the Responsible Entity that the 
revised development approval does not change their opinion that the acquisition is 
fair and reasonable for the non-Lauden Unitholders  

• Successful completion of the capital raising of $7 million through the issue of 43.75 
million new units at 16 cents per unit. 

Other 

The acquisition of the Units will otherwise occur on terms and conditions (for example in relation 
to representations and warranties) which are customarily found in transactions of this size and 
type. 

 
6.4 Consequences and financial effects of the proposed acquisition 

Overview of consequences if the resolutions are passed  

If the resolutions are passed and the Proposed Transaction proceeds, the following will occur: 

• The Custodian on behalf of the Fund will beneficially acquire all the units in the 
Lauden CVC Property Trust.  

• The Fund's prospects of generating capital growth and regular income for Unitholders 
will improve. 

• The interests and voting power of the Existing Unitholders in the Fund (excluding 
CVC) will be diluted and the interests and voting power of the Lauden Unitholders 
(which includes the CVC Group) and the New Investors will increase, in the manner 
set out below. 
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Changes to the Units on issue  

If the Proposed Transaction proceeds, the Units on issue, immediately following the acquisition 
will change as follows: 

Transaction Units on issue Percentage ownership 
  Non Lauden 

Unitholders 
Lauden 

Unitholders 
New 

Investors 
Units currently on issue  15,076,938 80.5% 19.5% -
Units to be placed with 
New Investors  43,750,000 -

 
- 100.0%

Units to be issued to 
Lauden Unitholders 43,750,000 -

 
100.0% -

Total  102,576,938 11.8% 45.5% 42.7%
 

Following the transaction, the CVC Group will hold 39,502,502 units equivalent to 38.5% of the 
units on issue.  

Placement to CVC Executives 

If the CVC Executives take up their full allocation of 25 million Units, the CVC Group and the 
CVC Executives together will hold 64,502,502 units equivalent to 62.9% of the units on issue.    
The CVC Executives do not regard themselves as 'associates' of CVC because there is no 
relevant agreement between the CVC Executives and CVC for the purpose of controlling or 
influencing the Fund's affairs and because the CVC Executives do not intend to act 'in concert' 
with CVC but intend to act independently for their own interests in relation to their Units in the 
Fund. 

However, for the avoidance of doubt Unitholder approval is being sought for the participation of 
the CVC Executives in the proposed placement.   

Effect of contingent consideration 

The contingent component of the consideration provides for up to a 12,500,000 ($2 million at 16 
cents per Unit) Units being issued dependent on the results of the Project and whether each of 
the Lauden Unitholders chooses to receive cash or units for their shares of the deferred 
consideration.   

Whilst it is impractical to present every possible scenario, the scenarios presented in the table 
below attempt to show how the unit structure could change in a range of circumstances:   

1. No contingent consideration or all contingent consideration taken in cash; 
2. $2 million contingent consideration with CVC being paid in cash and other Lauden 

Unitholders taking Units; 
3. $2 million contingent consideration with CVC taking Units and other Lauden Unitholders 

taking cash; 
4. $2 million contingent consideration all taken as Units. 
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These scenarios have been presented as they are considered to be the extreme cases such 
that all other scenarios would fall within these ranges.  For all the scenarios, it has been 
assumed that there are no other movements in Units, through further raisings for example.    

Scenario Units on  Percentage ownership 
 issue Current 

Non-Lauden 
Unitholders 

New 
Investors 

All Lauden 
Unitholders 
(inc CVC) 

CVC 
Group 
Only 

* CVC Group 
together 
with CVC 

Executives 
1 102,576,938 11.8% 42.7% 45.5% 38.5% 62.9% 
2 109,451,938 11.1% 40.0% 48.9% 36.1% 58.9% 
3 108,201,938 11.2% 40.4% 48.3% 41.7% 64.8% 
4 115,076,938 10.5% 38.0% 51.4% 39.2% 60.9% 

Current intentions of Lauden Unitholders for the future of the Fund 

As explained above, following the transaction the Lauden Unitholders may be considered to 
have significant ability to control the affairs of the Fund.  The Lauden Unitholders have advised 
the Directors that if the Proposed Transaction proceeds, the present intentions of the Lauden 
Unitholders (and the CVC Executives) are: 

• (implement announced objectives & strategy) To implement the Fund's new 
investment objectives and strategy contained in this document.  

• (further fundraising) as part of the implementation of the Fund's new investment 
objectives and strategy, to cause the Fund to raise additional equity or debt capital to 
fund new acquisitions and new investment and development activities.  

• (involve Trinity Group as a joint venture partner in the management of the 
Fund) to bring in Trinity as an overall joint venture partner in the Responsible Entity 
for the future general management of the Fund. 

• (no other material changes) Except as disclosed, there is no present intention to 
enter into any related party transactions with the Fund, to materially restructure the 
employment arrangements of the Fund, or to redeploy any of its fixed assets. 

Pro forma financial position following the Belrose property acquisition  

To assist Unitholders to appreciate the financial effects for the Fund of the Proposed 
Transaction, a proforma consolidated balance sheet of the Fund, assuming that the Proposed 
Transaction and placement had been successfully completed on 30 June 2006, the date of the 
last audited financial statements of the Fund, is as follows. 
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30 June 2006         Proforma Adjustments Proforma
Audited 1 2 Following

Raising Acquisition Transactions
$ $ $

CURRENT ASSETS
Cash and cash equivalents 1,140,882 6,650,000

$

790,882
Trade and other receivables 132,568 132,568
Assets held for sale 1,329,580 1,329,580

Total current assets 2,603,030 6,650,000

(7,000,000)

(7,000,000) 2,253,030

NON-CURRENT ASSETS
Property, plant and equipment - 16,000,000 16,000,000
Investment property - - 

Total non-current assets - - 16,000,000 16,000,000

TOTAL ASSETS 2,603,030 6,650,000 9,000,000 18,253,030

CURRENT LIABILITIES
Trade and other payables 180,346 180,346

Total current liabilities 180,346 - - 180,346

NON-CURRENT LIABILITIES ***
Interest bearing loans and borrowings - 
Deferred consideration 2,000,000 2,000,000

Total non-current liabilities *** - - 2,000,000 2,000,000

TOTAL LIABILITIES *** 180,346 - 2,000,000 2,180,346

NET ASSETS *** 2,422,684 6,650,000 7,000,000 16,072,684

Liabilities attributable to unit holders ("unit holders funds") ##
NET ASSETS AFTER UNIT HOLDER LIABILITIES - - - - 

Units in Issue 15,076,938 43,750,000 43,750,000 102,576,938

Net Assets per Unit (cents) *** 16.1 15.7

##   In accordance with accounting standards, unit holders’ funds are classified as a liability rather than as equity (as for a Company).  
***   To permit a better understanding of the assets and liabilities attributable to unit holders, the liability for unit holders' funds has been shown
       as a separate line item and the lines marked *** above have been shown exclusive of the unit holders' funds liability.

(2,422,684) (6,650,000) (7,000,000) (16,072,684)

 

The proforma balance sheet has been produced based on the following assumptions: 

- the audited 30 June 2006 balance sheet is a reasonable approximation of the balance 
sheet of the Fund prior to the Proposed Transaction; 

- average raising costs of 5% of the full amount raised; 

- costs of the Belrose acquisition, including the asset acquisition fee (refer section 5.1 of 
this notice of meeting) payable to the Responsible entity of $130,000, are $1 million and 
are capitalised into the carrying value of the property on the balance sheet.  

Projected financial position on completion of the Belrose property development  

A projected consolidated balance sheet of the Fund following completion of the development, 
expected at 31 December 2007, has been prepared.   

It is important to appreciate that future projections are inherently uncertain and are particularly 
impacted by the assumptions used.  In particular, it is important to understand that the projected 
financial position is designed to illustrate the potential financial impacts of the Belrose project 
and development.  Consequently, no other asset acquisitions and raisings are assumed.  
However, as explained elsewhere in this explanatory memorandum, it is the intention of the 
Responsible Entity to seek to expand the asset base and mix of the Fund during the projection 
period.  At this stage it is impossible to meaningfully predict the financial effects of such 
presently unidentified opportunities.        
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The projected financial position and key assumptions are shown below: 

30 June 2006 Proforma Projected
Audited Following Following

Transactions Development
$ $

CURRENT ASSETS
Cash and cash equivalents 1,140,882 790,882 208,583
Trade and other receivables 132,568 132,568 - 
Assets held for sale 1,329,580 1,329,580 - 

Total current assets 2,603,030 2,253,030 208,583

NON-CURRENT ASSETS
Property, plant and equipment - 16,000,000 - 
Investment property - - 59,000,000

Total non-current assets - 16,000,000 59,000,000

TOTAL ASSETS 2,603,030 18,253,030 59,208,583

CURRENT LIABILITIES
Trade and other payables 180,346 180,346 - 

Total current liabilities 180,346 180,346 - 

NON-CURRENT LIABILITIES ***
Interest bearing loans and borrowings - 30,481,011
Deferred consideration 2,000,000 - 

Total non-current liabilities *** - 2,000,000 30,481,011

TOTAL LIABILITIES *** 180,346 2,180,346 30,481,011

NET ASSETS *** 2,422,684 16,072,684 28,727,572

Liabilities attributable to unit holders ("unit holders funds") ##

$

NET ASSETS AFTER UNIT HOLDER LIABILITIES - - - 

Units in Issue 15,076,938 102,576,938 115,076,938

Net Assets per Unit (cents) *** 16.1 15.7 25.0

##   In accordance with accounting standards, unit holders’ funds are classified as a liability rather than as equity (as for a Company).  
***   To permit a better understanding of the assets and liabilities attributable to unit holders, the liability for unit holders' funds has been shown
       as a separate line item and the lines marked *** above have been shown exclusive of the unit holders' funds liability.

(2,422,684) (16,072,684) (28,727,572)

 

The projected balance sheet has been produced based on the following assumptions: 

- the same initial assumptions as for the proforma balance sheet following the acquisition. 
- No other asset acquisitions or raisings by the Fund are assumed during the projection 

period.   
- Management fees are charged in line with the proposed changes to the constitution. 

However, as they are tied to uncertain future market prices of units, no performance 
fees have been assumed. 

- Project costs of the development are $50 million comprising $16.1 million for the 
acquisition (including initial and contingent consideration and costs), $26.9 million 
excluding interest for the development, $3.1 million finance costs and $3.9 million for 
lease incentives and fees 

- Rental income of $2.1 million from the progressive leasing during the 6 months 
following practical completion prior to revaluation and the settlement of the deferred 
consideration 

- The property will be valued at $59 million on completion based on Colliers 
International's initial valuation. 

- Development costs are externally debt financed at 8.0%. 
- The deferred settlement balance from the sale of the property at High Wycombe is 

received during the project and other working capital balances are settled 
- Full contingent consideration is paid as Units 
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- No capital or income returns to Unitholders during the projection period.   

6.5 Discussion and analysis of the Proposed Transaction 

Timetable - Proposed Transaction 

The current proposed timetable is as follows.  Apart from the date of the meeting, the dates are 
indicative only and may need to vary by changed circumstances not foreseen at this time.  The 
Board reserves the right to vary the dates either by shortening or extending the dates, subject 
to the Corporations Act and the Listing Rules. 

Event Indicative timing 
Announcement of the proposed acquisition of the Belrose 
project and despatch of notice of meeting 

29th November 2006

Offer to Wholesale Clients opens 6th December 2006
Date for establishing voting entitlements for meeting 19th December 2006
Offer to Wholesale Clients closes  19th December 2006
General meeting 21st December 2006
Completion of acquisition  
Issue and allotment of Acquisition Units and New Units  
Despatch holding statements  

10th January 2007 

 
Independent Expert's Report 

The Independent Director has commissioned a report by Lonergan Edwards & Associates Ltd 
(Independent Expert) to examine the Proposed Transaction from the perspective of 
Unitholders not associated with the Lauden Unitholders. 

The Expert's Report accompanies this notice of meeting and concludes that in the 
opinion of the Independent Expert, the Proposed Transaction is fair and reasonable to 
the non Lauden Unitholders.  

In reaching its conclusion, the independent Expert had regard to the following factors: 

• An independent valuation report by Colliers International that has valued the Belrose 
Project as at 19 September 2006 at $15.1m and on an 'as completed' basis at $59m. 

• The net tangible asset backing of Units as at 30 June 2006 was 16.1 cents per unit 

• The structure of the acquisition price including the deferred contingent consideration 
and the terms under which it is paid 

• The other assets and liabilities and terms of the Lauden CVC Property Trust  

Unitholders should read the Independent Expert Report and the  
Valuation Report before making any decisions on how to vote. 

Benefits of the Proposed Transaction 

The Independent Director believes that the benefits for the Fund and Unitholders if the 
Proposed Transaction proceeds include: 

• (profitable project) The Belrose Project is a property development opportunity which 
is capable of generating capital growth and regular income returns to Unitholders. 

• (meets investment objectives) The Proposed Transaction meets the investment 
objectives, strategy and criteria of the Responsible Entity. 
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• (participation is fair and reasonable) The Proposed Transaction is fair and 
reasonable to Unitholders not associated with CVC or the Lauden Unitholders.  

• (liquidity) The Proposed Transaction will increase the number of Units on issue and 
is likely to lead to greater trading in Units and therefore the liquidity of Unitholders' 
investment. 

• (strategy) Allows the Fund to kick-start the implementation of the new strategy for the 
Fund.  

The Lauden Unitholders will also benefit from the Proposed Transaction in that they will, as a 
group, acquire greater control of the Fund and hold approximately 46% of the expanded issued 
Units of the Fund immediately after the transaction, and may hold up to 51% dependent on the 
outcome of the project.  In addition, if the Proposed Transaction proceeds: 

• CVC Limited, will increase its voting power in the Fund, which includes its indirect 
interest through CVC Mezzanine Finance Pty Limited, a wholly owned subsidiary of 
CVC Limited,) from 19% to 39% immediately after the transaction and may hold up to 
42% dependent on the outcome of the project;  

• CVC Mezzanine Finance Pty Limited will increase its voting power in the Fund from 
0% to 36% immediately after the transaction and may hold up to 39% dependent on 
the outcome of the project. 

Further, if the CVC Executives take up their full allocation of 25 million Units under the 
proposed placement, the CVC Group and the CVC Executives together could hold up to 62.9% 
of the total Units on issue, depending on the outcome of the Project.     

See paragraph 7.4 for further details of the increase in voting power. 

Disadvantages of the Proposed Transaction 

The disadvantages if the Proposed Transaction proceeds include: 

• (Dilution of current Unitholders) The interests of Existing Unitholders (excluding 
CVC) would be diluted substantially by the issue of shares to the Lauden Unitholders 
from 81% to 12% immediately after the transaction and may dilute further to 10.5% 
dependent on the outcome of the project.  See the tables in section 6.4.   

The Independent Director believes that the dilutionary effect of the Proposed 
Transaction will be offset at least in part by the increased size of the Fund after the 
Proposed Transaction together with the benefits to the Fund as a result of the 
Proposed Transaction.   

The Independent Director also notes that the Independent Expert has taken into 
account the dilutionary effect and has concluded that the Proposed Transaction is fair 
and reasonable to the Unitholders of the Fund not associated with the Lauden 
Unitholders.  

• (Change of control) If the Proposed Transaction proceeds, control of the Fund will 
pass from the Existing Unitholders (as a group) to the Lauden Unitholders and the 
New Investors (as a group).  Existing Unitholders will lose control of the Fund and in 
particular the ability to change the Responsible Entity and, as a group, they will 
become minority Unitholders in the Fund.  The Lauden Unitholders and the New 
Investors as a group, will hold a large majority of the issued Units and will be able to 
control the appointment of the Responsible Entity and the future commercial direction 
of the Fund.   
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Risks 

The future performance of the Fund, the future levels of distributions, the value of assets and 
the price at which Units trade on the ASX, if the Proposed Transaction proceeds may be 
influenced by a range of factors, many of them outside the control of the Responsible Entity and 
the Directors.  These include market risk, movements in international and local stock markets, 
inflation, interest rates, currency fluctuations, general economic conditions and changes in 
government fiscal, monetary and regulatory policies.   

Some of the material specific risk factors are set out below. 

• (Development risk)  That the development may not be completed within specified time 
frames or within budget, even allowing for the contingencies inherent in the project 
budget.  

• (Leasing risk) That the development is unable to achieve full occupancy levels or the 
projected rental rates.  The valuation of the completed property is a function of the 
rental returns that can be achieved and any shortfall in rental returns will substantially 
impact the final valuation of the project.  Deficiencies in rental returns could arise from 
changes in market conditions or specific competition from alternative properties.     

• (Market capitalisation risk)  The valuation of the completed property is a function of 
the market capitalisation rate/ yield applicable to the property.  Should the market 
require higher capitalisation rate/ yields for the property the valuation of the rental 
returns, and therefore the property would be reduced. 

• (Interest rate risk)  The development of the property is to be debt financed and 
movements in interest rates will impact the returns to Unitholders.  Further, movements 
in interest rates are likely to directly impact the returns required on alternative asset 
classes, such as the capitalisation rate/ yields applied to commercial properties. 

• (Reliance on key personnel)  The loss of key personnel or the inability to recruit and 
retain replacements could have a material adverse effect on the Fund.  The additions of 
new employees/ contractors and the departures of existing employees/ contractors, 
particularly in key positions, can be disruptive and could also have a material adverse 
affect on the Fund. 

• (Liquidity and realisation risk)  There can be no guarantee that an active market in 
Units will develop.  There may be relatively few, or many potential buyers or sellers of 
Units on the ASX at any given time.  This may increase the volatility of the market price 
of Units.  It may also affect the prevailing market price at which Unitholders are able to 
sell their Units.  There is no guarantee that the Unitholders will receive a market price 
for their Units that is more than the current price.  

Some of these risks are partially mitigated by the contingent consideration component of the 
acquisition whereby if the outcome of the project is adversely affected by these factors it may 
trigger a decrease in the contingent consideration payable for the acquisition.  

Taxation consequences if the Proposed Transaction proceeds 

The taxation consequences for Existing Unitholders of the Fund may vary depending on their 
individual circumstances.  Unitholders should obtain their own professional advice as required. 

On the basis that the Unitholders hold their Units on capital account and that they are Australian 
residents for income tax purposes, the consequences can be summarised as follows: 

• The issue of Units to the Lauden Unitholders does not give rise to any CGT 
consequences for Existing Unitholders. 

 



Taragon Property Fund – notice of meeting  
 
 

115765985 \ 0400256 \ EYF01 31

• Any capital gain or loss in relation to Units will not arise for Existing Unitholders until a 
later CGT event occurs (eg a disposal of shares). 

• The Proposed Transaction has no direct income or CGT consequences for Existing 
Unitholders, as there is no sale or disposal of Units currently held by them which 
would trigger direct taxation consequences.  Irrespective of whether Unitholders wish 
to retain or sell their shares before or after the Proposed Transaction, the cost base 
attaching to their Units will remain the same regardless of whether the Proposed 
Transaction proceeds. 

Consequences if the Proposed Transaction does not proceed 

Consequences if the Proposed Transaction does not proceed: 

• (lost opportunity) the opportunity that the Belrose Project provides for capital growth 
and regular income will be lost.   

The Responsible Entity will continue to investigate other opportunities, but there are 
no assurances that the Responsible Entity will be able to identify or secure other 
comparable opportunities either at all or on a timely basis.  

• (no dilution of existing Unitholders) the Existing Unitholders will not be diluted by 
the issue of additional Units and control of the Fund will not pass to the Lauden 
Unitholders. 

6.6 Directors recommendations 

Directors 

The Directors of the Fund are Messrs GP Leaver (Chairman), KW McGrath and ADH Beard .  
The Independent Director is KW McGrath. 

Disclosure of material personal interests 

Mr Beard has or could be regarded as having a material personal interest in the Proposed 
Transaction because he is the managing director and shareholder in CVC Limited (the parent 
company of one of the Lauden Unitholders, CVC Mezzanine Finance Pty Limited, and the 
provider of debt funding of $5.5 million to the other Lauden Unitholders). 

Mr Leaver also has or could be regarded as having a material personal interest in the Proposed 
Transaction because he is engaged as an executive by the CVC Group. 

Accordingly, neither Mr Beard nor Mr Leaver have participated in nor had any involvement, as a 
Director of the Responsible Entity, in the Responsible Entity's consideration of the Proposed 
Transaction and do not make any recommendation in relation to any of the resolutions to be put 
to the meeting. 

Disclosure of interests in Units  

The interests in Units currently held by the Directors directly or by director-related entities are 
as follows:   

Director Number of Units held  
Mr McGrath Nil 
Mr Beard Nil 
Mr Leaver Nil 
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Payments to Directors 

Except as disclosed in this document, in connection with the Proposed Transaction: 

• no payment or other benefit has been given or is proposed to be given to any Director 
or to any Associate of the Director as compensation for the loss of or as consideration 
for or in connection with his or her retirement from office in the Fund; and 

• no agreement or arrangement has been made between any Director or to any 
Associate of the Director in connection with or conditional upon the outcome of the 
vote on the proposed resolutions. 

Dealings in Units in the Fund by the Directors or their associates over the past 4 months 

There have been no dealings in Units by the Directors or any of their associates over the past 4 
months.  CVC Limited acquired all of the shares in the Responsible Entity and 2,940,002 Units 
in the Fund, representing approximately 19.5% of the total issued Units, on 2 February 2006. 

Other interests 

Other than as stated in this document, the Directors have no interest in the resolutions to be 
considered by Unitholders.   

Recommendations 

The Independent Director (with Messrs Beard and Leaver not voting, owing to their personal 
interests), believes that the Proposed Transaction is in the best interests of the Existing 
Unitholders (excluding CVC) as a whole for the reasons set out in this document and in 
particular: 

• the Proposed Transaction provides operational, financial and strategic benefits to the 
Fund and Unitholders as a whole; and 

• the Independent Expert, has concluded that in its opinion the Proposed Transaction is 
fair and reasonable to the Unitholders not associated with the Lauden Unitholders. 

The Independent Director recommends that the Unitholders vote in favour of each of the 
proposed resolutions.   

In making his recommendations, the Independent Director advises Unitholders to read this 
document including the Independent Expert’s Report in its entirety and to seek their own legal 
and financial advice. 

 
7 Specific information in respect of each resolution 
Legislation, Australian Stock Exchange listing rules and the Constitution of the Fund dictate 
specific information that must be disclosed in this explanatory memorandum in relation to each 
of the resolutions to be considered by Unitholders.  To the extent that this has not been 
disclosed elsewhere in this explanatory memorandum, this information is considered in the 
sections below.  

Approval under the Corporations Act 2001 to give financial benefits to the responsible 
entity or related parties 

Subject to exceptions, the Corporations Act 2001 prohibits a managed investment scheme from 
giving a financial benefit to the responsible entity or a related party without prior Unitholder 
approval. This is to protect the interests of scheme Unitholders as a whole where the giving of a 
financial benefit to the responsible entity or a related party (often parties who are in a position to 
influence the responsible entity) could endanger those interests.  

 



Taragon Property Fund – notice of meeting  
 
 

115765985 \ 0400256 \ EYF01 33

Related Parties 

A related party of a responsible entity of a registered managed investment scheme under the 
Corporations Act 2001 includes: 

• A director of the responsible entity; 
• A spouse of a director; 
• Parents and children of a director; 
• Any entity controlled by any of the above; 
• An entity that has reasonable grounds to believe that it is likely to become a related 

party of the responsible entity at any time in the future;  
• An entity that is acting in concert with a related party of the responsible entity on the 

understanding that the related party will receive a financial benefit if the responsible 
entity gives the entity a financial benefit; and 

• An entity that controls a responsible entity. 

Meaning of 'financial benefits' 

A financial benefit is defined widely and includes the issue of securities. In determining whether 
or not a financial benefit is being given, it is necessary to look at the economic and commercial 
substance and effect of the transaction.  

7.1 Resolution 1 (special resolution) -  Approval for modifications to the 
Constitution of the Fund as set out in the Explanatory Memorandum, including 
changes to: the fees payable to the Responsible Entity, the name of the Fund 
and the duration of the Fund 

A copy of the draft Deed of Variation containing the precise variations to the Constitution is 
available on request from the Responsible Entity.   A summary of the proposed amendments 
and the commercial reasons for them are set out in section 5 of this Explanatory Memorandum.  
That section is not an exhaustive and Unitholders are encouraged to read the full document. 

Information required under the Corporations Act 2001 for approval to give financial 
benefits to the Responsible Entity  

The proposed amendments relating to fees payable to the Responsible Entity constitute the 
giving of a financial benefit to the Responsible Entity.  The following information is provided in 
accordance with the Corporations Act 2001. 

The related parties to whom resolution 1 would permit financial benefits to be given: 

The Responsible Entity and CVC, as the sole shareholder of the Responsible Entity.  

The nature of the financial benefits 

If the variations are approved, the fees payable to the Responsible Entity by the Fund will 
change in the manner set out in the Deed of Variation and summarised in section 5 of this 
Explanatory Memorandum. 

Directors’ recommendations 

The Independent Director, namely Mr McGrath, recommends that Unitholders vote in favour of 
resolution 1 for the commercial reasons set out in section 5 of this Explanatory Memorandum.  

Messrs Beard and Leaver do not make any recommendations to Unitholders relating to 
resolution 1 due to their material personal interests as executives of the Responsible entity and 
the CVC Group.  
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Other information 
All information that is reasonably required by Unitholders in order to decide whether resolution 1 
is in the best interests of Unitholders and which is known to the Responsible Entity or its 
Directors, is set out in this document and the Independent Expert’s Report.  

The Directors encourage all Unitholders to read the Independent Expert’s Report before 
deciding how to vote on resolution 1. 

7.2 Resolution 2 - Approval for the acquisition of a substantial asset from related 
parties 

Listing Rule 10.1 – Acquisition of a substantial asset  

Listing Rule 10.1 prohibits the Fund from acquiring a substantial asset from a related party 
without Unitholder approval.  An asset is 'substantial' if its value or the value of the 
consideration for it is 5% or more of the equity interests of the Fund as set out in the latest 
accounts given to ASX under the Listing Rules.  There is no 'arm’s length' exception that 
applies in relation to these requirements. 

The net assets of the Fund attributable to Unitholders as at 30 June 2006 was approximately 
$2.4 million.  The value of the total consideration payable for the Proposed Transaction is $15 
million comprising $6 million initial cash, the issue of 43.75 million Units and contingent deferred 
consideration of up to either 12.5 million units or $2 million cash.   

The Lauden Units therefore comprises a substantial asset and Unitholder approval is sought for 
the Fund’s acquisition of the Lauden Units pursuant to Listing Rule 10.1. The Independent 
Expert’s Report accompanying this Explanatory Memorandum has been prepared in 
accordance with the requirements of Listing Rule 10.10.  

Information required under the Corporations Act 2001 for approval to give financial 
benefits to related parties 

The following information is provided in accordance with the Corporations Act 2001. 

The related parties to whom resolution 2 would permit financial benefits to be given: 

Each of the Lauden Unitholders.    

The nature of the financial benefits 

If the Proposed Transaction proceeds, each Lauden Unitholder will receive financial benefits 
comprising the cash and Units described in paragraph 6.3 of this document, in consideration for 
the sale of the Belrose project. 

Directors’ recommendations 

The Independent Director, namely Mr McGrath, recommends that Unitholders vote in favour of 
resolution 2 because of the benefits of the Proposed Transaction for Unitholders as a whole 
(see section 6.5 of this document). 

Messrs Beard and Leaver do not make any recommendations to Unitholders relating to 
resolution 2 due to their material personal interests in the Proposed Transaction, as described 
above and in section 6.6 of this document.  

Other information 

All information that is reasonably required by Unitholders in order to decide whether resolution 2 
is in the best interests of Unitholders and which is known to the Responsible Entity or its 
Directors, is set out in this document and the Independent Expert’s Report.  

 



Taragon Property Fund – notice of meeting  
 
 

115765985 \ 0400256 \ EYF01 35

The Directors encourage all Unitholders to read the Independent Expert’s Report before 
deciding how to vote on the resolutions concerning the Proposed Transaction, including 
resolution 2.  

7.3 Resolution 3 - Approval for the issue of Acquisition Units and giving financial 
benefits to related parties 

Information required under the Corporations Act 2001  

The following information is provided in accordance with the Corporations Act 2001: 

The related parties to whom resolution 3 would permit financial benefits to be given: 

The Directors consider that each of the Lauden Unitholders are related parties of the 
Responsible Entity in relation to the Proposed Transaction.  This is because one of the Lauden 
Unitholders, CVC Limited, is an entity which controls the Fund and each of the other Lauden 
Unitholders are acting in concert with CVC Limited in relation to the Proposed Transaction.   

The nature of the financial benefits 

If the Proposed Transaction proceeds, each Lauden Unitholder will receive financial benefits 
comprising cash and Units described in paragraph 6.3 of this document, in consideration for the 
sale of the Belrose project. 

Directors’ recommendations 

The Independent Director, namely Mr McGrath, recommends that Unitholders vote in favour of 
resolution 3 because of the benefits of the Proposed Transaction for Unitholders as a whole 
(see section 6.5 of this document). 

Messrs Beard and Leaver do not make any recommendations to Unitholders relating to 
resolution 3 due to their material personal interests in the Proposed Transaction, as described 
above and in section 6.6 of this document.  

Other information 
All information that is reasonably required by Unitholders in order to decide whether resolution 2 
is in the best interests of Unitholders and which is known to the Responsible Entity or its 
Directors, is set out in this document and the Independent Expert’s Report.  

The Directors encourage all Unitholders to read the Independent Expert’s Report before 
deciding how to vote on the resolutions concerning the Proposed Transaction, including 
resolution 3.  

Listing Rule 10.11 – approval for the issue of Units to Lauden Unitholders  

Listing Rule 10.11 requires Unitholder approval for the issue of securities to a related party of 
the Responsible Entity.  As the Lauden Unitholders are related parties of the Responsible Entity 
for the purposes of the Proposed Transaction, resolution 3 seeks approval for the issue of the 
Acquisition Units to them. 

If approval is given under Listing Rule 10.11, approval is not required under Listing Rule 7.1. 

The following additional information is provided to Unitholders for the purposes of Listing Rule 
10.13. 

• The Acquisition Units to be issued to the Lauden Unitholders in consideration for the 
acquisition will be issued at a deemed issue price of $0.16 per Unit. 

• It is currently anticipated that completion of the Proposed Transaction and the issue 
of the Units and the option to acquire additional Units by way of the contingent 
deferred consideration will occur shortly after the date of the meeting.  In any event, 
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the Fund will issue the Acquisition Units by the date one month after the date of the 
meeting as stipulated by Listing Rule 10.13 or such later date as the ASX may 
approve. The Fund may need to seek the ASX’s approval to issue the Acquisition 
Units more than one month after the meeting if completion of the Proposed 
Transaction is delayed for any reason.  

• The Acquisition Units will be issued on the terms and conditions summarised in this 
document. The terms of the Acquisition Units will be the same in all respects as 
existing Units in the Fund. 

• The Fund’s issue of the Acquisition Units to the Lauden Unitholders constitutes 
consideration for the Proposed Transaction.  No funds will be raised by the issue of 
those the Acquisition Units.  

7.4 Resolution 4 - Approval for increase in voting power 

Introduction 

Resolution 4 seeks approval for the following if the Proposed Transaction proceeds: 

• CVC Limited, to increase its voting power in the Fund, which includes its indirect 
interest through CVC Mezzanine Finance Pty Limited from 19% to 39% initially and 
potentially up to 42%;  

• CVC Mezzanine Finance Pty Limited, a wholly owned subsidiary of CVC Limited, to 
increase it’s voting power in the Fund from 0% to 36% and potentially up to 39%; and 

• If the CVC Executives are regarded as associates of CVC - CVC Limited, to increase 
its voting power in the Fund, which includes its indirect interest through CVC 
Mezzanine Finance Pty Limited and the interests of the CVC Executives from 19% to 
63% initially and potentially up to 65%.  

Regulatory background 

Subject to a number of exceptions, section 606 of the Corporations Act (as modified by section 
604) prohibits a person acquiring a relevant interest in voting interests in a registered managed 
investment scheme if that person’s (or someone else’s) voting power in the scheme increases 
from a starting point that is below 20% to above 20%.  One of the exceptions to this general 
prohibition is where Unitholder approval is obtained in accordance with section 611, item 7 of 
the Corporations Act 2001. 

'Voting power' is calculated by aggregating the voting interests (ie Units) in which a person and 
their associates have a relevant interest.   In broad terms, a person has a relevant interest in 
voting interests if the person can control the vote or disposal of those voting interests.  A person 
is also deemed to have the same relevant interest in voting interests held by a company in 
which the person has at least a 20% shareholding.  Accordingly, for example, CVC Limited is 
deemed to have the same relevant interest as CVC Mezzanine Finance Pty Limited. 

The requirement for Unitholder approval under section 611, item 7 of the Corporations Act 2001 
is intended to protect the rights of Existing Unitholders (except CVC) where control of a scheme 
may change. In order to obtain Unitholder approval pursuant to section 611, item 7, Unitholders 
must be provided with all information that is known to the Fund or the CVC Unitholders (or their 
associates) that is material to the decision on how to vote on the resolution.  In particular, the 
Corporations Act 2001 requires that Unitholders be informed as to: 

• The identity of the person proposing to make the acquisition and their associates; and 

• The voting power and the maximum extent of the increase in voting power of each 
acquirer and their associates resulting from the acquisition. 

 



Taragon Property Fund – notice of meeting  
 
 

115765985 \ 0400256 \ EYF01 37

The persons making the acquisition - CVC Unitholders  

 Unitholders are CVC Limited, its wholly owned subsidiary, CThe CVC VC Mezzanine Finance 
be considered to be Associates of 

ter the proposed Transaction 

Pty Limited, and participants in the capital raising that could 
CVC, such as the CVC Executives. 

Full particulars of the Units in the Fund to which the CVC Unitholders are or will be 
entitled immediately before and af

Acquirer Associate Pre-Acquisition Post Acquisition Maximum 
  Relevant 

Interest 
Voting 
power 

(%) 

Relevant 
Interest  

Voting 
pow

Relevant 
Interest  

Voting 
power er 

(%) (%) 
CVC Limited       2,940,002 19 2,940,002 3 2,940,002 3 
 CVC Mezzanine 

Finance P/L  
 

- 
 

- 36,562,500  42,187,500 
 

9 
  

36
 

3
 CVC Executives 2 24 - - - - 5,000,000 
 

Increase in v f the CVC itholde  and their socia  of the
roposed Transaction  

ll increase its voting power in the Fund, which includes its indirect 
ine Finance Pty Limited from 19% to 39% initially and 

• l 
r in the Fund from 0% to 36% initially and potentially up to 

• se 
ower in the Fund, which includes its indirect interest through CVC 

Mezzanine Finance Pty Limited and the interests of the CVC Executives from 19% to 

The inten
agree to 

he 

t 
p to 25 Units with the CVC Executives) 

Listing R ust not within a 12 month period, issue 
 more than 15% of the total number of ordinary securities on issue at the 

 period unless the issue is approved by Unitholders or the issue 

n new Units in the Fund at an 
issue price of $0.16 per Unit.  Stockbrokers may be engaged by the Responsible Entity to assist 

As the issue of Units will exceed 15% of the total number of ordinary securities on issue, 
approval is sought for the issue of the Units. 

oting power o Un rs  as tes as a result  
P

If the Proposed Transaction proceeds: 

• CVC Limited wi
interest through CVC Mezzan
potentially up to 42%;  

CVC Mezzanine Finance Pty Limited, a wholly owned subsidiary of CVC Limited, wil
increase its voting powe
39%; and 

If the CVC Executives are regarded as associates of CVC - CVC Limited will increa
its voting p

63% initially and potentially up to 65%.  

tions of the CVC Unitholders regarding the future of the Fund if Unitholders 
the issue of the Acquisition Units  

The CVC Unitholders have advised the Independent Director that their current intentions for t
future of the expanded the Fund if the Proposed Transaction proceeds are those set out in 
section 6.4. 

7.5 Resolution 5 - Approval for proposed placement of Units (including placemen
of u

Listing rule 7.1 

ule 7.1 provides, in broad terms, that an entity m
securities equal to
beginning of the 12 month
otherwise comes within one of the exceptions to Listing Rule 7.1 

It is proposed to raise the cash component of the total consideration for the Proposed 
Transaction by the issue to Wholesale Clients of up to 43.75 millio

with the fund raising to its Wholesale Clients.    
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The following additional information is provided to Unitholders for the purposes of Listing Rule 
7.3. 

• Up to 43.75 million Units will be issued.  

• It is currently anticipated that completion of the Proposed Transaction and the 

Fund will issue and allot the New Units by the date 3 months after the date of the 
2 or such later date as the ASX may 
he New Units will not be allotted 

• 

• 

• d under the placement will have the same terms and conditions as the 

n 

ument.  
 

As noted earlier, the Responsible Entity has reserved in the placement an allocation to the CVC 

isting rule 10.11 provides that a listed entity  must not issue or agree to issue any equity 
party or a person whose relationship with the entity is in ASX's opinion 

d be obtained, without the approval of Unitholders.  Accordingly, 

CVC 
er 

Mr Vanda Gould or nominee   10 million Units 

• soon as practicable after the date of the meeting 
) and i  event, by the date 1 month after the 

• rently the holder of 

placement of Units will occur shortly after the date of the meeting.  In any event, the 

meeting as stipulated by Listing Rule 7.3.
approve.   It is the present intention that t
progressively. 

The Units to be issued will be issued at an issue price of $0.16 per Unit. 

The Units will be issued to certain Wholesale Clients of a Broker or introduced 
through the CVC or Trinity Groups agreed to by the Independent Director. 

The Units issue
Units currently on issue. 

• The parties whose votes are to be disregarded are set out in the voting exclusio
statement in the notice of meeting. 

• The funds raised by the placement will be used to acquire the Belrose Project in the 
manner set out in this doc

Listing Rule 10.11  

Executives of up to 25 million Units. 

L
securities to a related 
such that approval shoul
Unitholder approval is sought under Listing Rule 10.11 for the proposed issue of Units to the 
CVC Executives.   

If the approval is given under Listing Rule 10.11 for the issue of the 25 million Units to the 
Executives, a separate approval in relation to the issue of those Units will not be required und
Listing Rule 7.1. 

The following additional information is provided to Unitholders for the purposes of Listing Rule 
10.11. 

• The CVC Executives and the maximum number of Units that each of them will be 
issued in the placement are: 

Mr Geoffrey Leaver or nominee  2 million Units 
Mr John Leaver or nominee   10 million Units 

Mr Alexander Beard or nominee  3 million Units  

The issue of the Units will occur as 
(expected to be 10 January 2007 n any
date of the meeting. 

Each of the CVC Executives are executives engaged by CVC, cur
all of the issued shares in the Responsible Entity. 
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• The Units to be issued will be issued at an issue price of $0.16 per Unit on the same 
terms and conditions as the Units to be placed to the New Investors. 

The funds raised by t• he issue of the Units to CVC Executives will be used to acquire 

The follow lanatory 

Acquisiti .75 million Units plus up to an additional 12.5 million Units by way 
of contingent deferred consideration to be issued to the Lauden Unitholders in consideration for 

nits. 

n 2 of Part 1.2 

construction and development of a 14,157 square 
t 104) Narabang Way, 

ng firm(s) appointed by the Responsible Entity to assist with the 

 and the Corporations Regulations. 

d subsidiaries.  

any entity nominated by them. 

 wholly owned 
  

nance Pty Limited and any of their 

rector of the Responsible Entity. 

Fund means Taragon Property Trust ARSN 107 276 184. 

tor  

sociates Ltd. 

Independent Expert's Report means the independent expert's report by Lonergan Edwards & 
Associates Ltd accompanying this document. 

the Lauden Units. 

8 Glossary 
ing words and expressions used in the notice of meeting and this Exp

Statement have the following meanings unless the context requires otherwise: 

on Units means 43

the acquisition of the Lauden U

ASIC means the Australian Securities & Investments Commission. 

Associate has the meaning given to that expression for the purposes of Divisio
of the Corporations Act   

ASX means Australian Stock Exchange Limited ACN 98 008 624 691. 

Belrose Project means the acquisition, 
metre bulky goods retail facility at a currently vacant site at No.1 (Lo
Belrose, NSW within the AustLink Business Park.   

Broker means Stockbroki
capital raising. 

Colliers International means Colliers International Consultancy and Valuation Pty Limited 
ACN 076 848 112 

Corporations Act means the Corporations Act 2001

Custodian means JP Morgan Trust Australia Limited ACN 050 294 052 

CVC means CVC Limited and its wholly owne

CVC Executives means Geoffrey Leaver, John Leaver, Vanda Gould and Alexander Beard, or 

CVC Property Managers means CVC Property Managers Pty Limited, a
subsidiary of CVC.

CVC Group means CVC and any controlled entity of CVC for CVC's financial reporting 
purposes. 

CVC Unitholders means CVC Limited, CVC Mezzanine Fi
associates.  

Director means a di

Existing Unitholders means the Unitholders as at the date of this document. 

Independent Direc means Mr KW McGrath.

Independent Expert means Lonergan Edwards & As
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Lauden Unitholders means CVC Mezzanine Finance Pty Limited, Leanwick Pty Limited and 

C Property Trust held by the Lauden 

 the Explanatory Memorandum, to participate 

new Investors under the Proposed Placement. 

n Units 
costs of the raising. 

isition, to acquire the Lauden Units in 
ons 

 

Calkenn Pty Limited. 

Lauden Units means the units in the Lauden CV
Unitholders. 

Unitholders means holders of Units in the Fund. 

New Investors means Wholesale Clients selected by the Broker and agreed by the 
Independent Director in the manner described in
in the Proposed Placement, including the CVC Executives. 

New Units means the new Units to be issued to 

Proposed Placement means the proposed placement by the Fund of up to 43.75 millio
to raise $7 million less 

Proposed Transaction means the proposed acqu
consideration for cash and the issue of the Acquisition Units on the terms and conditi
described in this document and the Proposed Placement.  

Responsible Entity means CVC Property Managers Pty Ltd. 

Unit means a fully paid unit in the Fund. 

Valuation Report means the valuation dated 19 September 2006 of the Belrose Project as at 
19 September 2006 prepared by Colliers International. 

Wholesale Clients has the same meaning given to that expression in section 761G of the
Corporations Act. 

 

 

 



 
 

 
 
 ABN 53 095 445 560 

AFS Licence No 246532 
Level 27, 363 George Street 
Sydney NSW 2000 Australia 
GPO Box 1640, Sydney NSW 2001 
 
Telephone: [61 2] 8235 7500 
Facsimile: [61 2] 8235 7550 
www.lonerganedwards.com.au 

 
The Independent Director 
CVC Property Managers Limited 
Level 42, AAP Centre 
259 George Street 
Sydney NSW  2000 
 
 
 
29 November 2006 
 
 
 
Subject: Proposal to acquire Lauden CVC Property Trust 
 
 
 
Dear Director 
 

The Proposal 
1 

2 

3 

                                                

On 29 November 2006 Taragon Property Fund (the Fund) announced a 
proposal to acquire 100% of the units in Lauden CVC Property Trust (Lauden) 
(the Proposal). 

Lauden’s principal asset is a vacant site located at 1 Narabang Way, Belrose 
NSW.  Subject to receiving development approval1, Lauden intends to 
construct a 14,157 square metre bulky goods retail facility on the site. The 
vacant land, with development approval, has been valued by Colliers 
International Consultancy and Valuation Pty Limited (Colliers) at $15.1 
million.  

The consideration for the acquisition of Lauden CVC Property Trust is to be 
satisfied through: 

(a) an initial consideration of $13 million, comprising $6 million cash and 
$7 million in units (43.75 million units at an issue price of 16 cents per 
unit); and  
 

(b) a final consideration of a further $2 million in cash or units at 16 cents 
per unit, dependent on the profitability of the project.  
 

 
1 The development application has been approved by council subject to concurrence from the 
Department of Environment and Conservation NSW. 

Liability limited by a scheme approved under Professional Standards Legislation 1



 
 
 

4 

5 

6 

It is intended that the cash component of the initial consideration will be 
funded by a placement of 43.75 million units in the Fund at an issue price of 
$0.16 per unit to new investors in the Fund. 

Where the property is not sold within the first two years, the deferred 
contingent consideration is payable, subject to a maximum deferred contingent 
consideration of $2 million, according to the following formula: 

Deferred contingent consideration = (Project Profit - Hurdle) x Percentage 
 
Where: 
Hurdle = $2.5 million 
Percentage = 50%; and 
Project Profit is calculated according to the basis explained below: 
 
(a) the project profit is to be determined six months after practical 

completion by reference to an independent valuation on the same basis 
and using the same capitalisation rate, but otherwise based on the then 
prevailing circumstances, as Colliers’ current valuation 
 

(b) should the property be realised before six months after practical 
completion, then the project profit is to be determined with reference to 
the net realisation proceeds 
 

(c) all specific costs of the project, including the initial purchase price of 
$13 million and debt financing costs are to be included 
 

(d) the deferred consideration and related costs are not to be included 
 

(e) non-project specific Fund costs, such as ongoing and performance 
management fees and general administration and other costs are to be 
excluded. 
 

In summary, if the property is not sold within the first two years: 

(a) no deferred consideration is payable if the Project Profit is less than 
$2.5 million  
 

(b) deferred consideration of $2 million is payable if the Project Profit is 
more than $6.5 million  
 

(c) half of the profit above $2.5 million is payable as deferred 
consideration if the Project Profit is between $2.5 million and $6.5 
million. 

 

 2
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10 

If the property is sold in the first two years the formula is to be adjusted as 
explained in section 6.3 of the Explanatory Memorandum.  In summary this 
adjustment has the effect of increasing the proportion of profit which can be 
used to pay the final consideration.  However, we are instructed that the Fund 
intends to retain the completed development as a long term investment and 
therefore does not intend to dispose of the property during the two year period.  
Accordingly, while we have considered the impact of these adjustments, they 
are unlikely to be relevant. 

Conditions precedent  
The Proposal is conditional upon: 

(a) the non-associated unit holders in Taragon approving the Proposal at a 
meeting of unit holders 
 

(b) receipt of formal development approval for the proposed Belrose 
development from Warringah Council either: 
 
(i) as per the lodged development application, or  
(ii) on substantially similar terms acceptable to the Responsible 

Entity of the Fund; and 
(iii) Colliers confirming in writing that the revised development 

approval has no material adverse impact on their independent 
valuation of the Belrose site; and  

(iv) Lonergan Edwards & Associates Limited (LEA) confirming in 
writing that the revised development approval does not change 
their opinion that the acquisition is fair and reasonable to the 
non-associated unitholders 
 

(c) the Fund raising $7 million (before costs) through the issue of 43.75 
million new units at 16 cents per unit. 
 

Scope of report 
If the Proposal is approved CVC Limited (CVC) will increase their 
unitholding in the Fund above 20%. 

Section 606 of the Corporations Act prohibits the acquisition of a relevant 
interest in issued voting shares of a listed company or trust if the acquisition 
results in the person’s voting power increasing above 20% without making an 
offer to all securityholders.  An exception to this general prohibition is set out 
in section 611 item 7, whereby such an acquisition is allowed where the 
acquisition is approved by a majority of securityholders at a general meeting 
and no votes are cast in respect of securities held by the acquirer or any of its 
associates. 
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Australian Securities and Investments Commission (ASIC) Policy Statement 
74 requires that securityholders voting on a section 611 item 7 resolution be 
provided with sufficient information to assess the merits of the proposal 
including a report, prepared by either the independent directors or an 
independent expert, stating whether the proposed issue is fair and reasonable 
so far as the non associated shareholders2 are concerned. 

The Independent Director of the Fund has therefore requested LEA to prepare 
an independent expert’s report to assist the non-associated unitholders in the 
Fund make a decision whether or not to approve the Proposal.  Accordingly, 
this report sets out an independent assessment of whether the terms of the 
Proposal are fair and reasonable to the non-associated shareholders of the 
Fund, together with the reasons for this opinion. 

Basis of assessment 
In preparing our report we have given due consideration to the Policy 
Statements and Practice Notes issued by ASIC, particularly Policy 
Statement 74 “Acquisitions Agreed to by Shareholders”, and Policy Statement 
75 “Independent Expert Reports to Shareholders”. 

Policy Statement 74 sets out the view of ASIC on the operation of what is now 
Section 611 item 7 of the Corporations Act.  As noted above this policy 
statement provides that in satisfying their obligations to provide shareholders 
with an analysis of such a proposal, the directors must provide an analysis as 
to whether the proposal is “fair and reasonable” when considered in the 
context of the interests of the existing non-associated shareholders in the Fund. 

In determining whether the Proposal is “fair and reasonable” the report should 
include a comparison and clear summary of the likely advantages and 
disadvantages if the Proposal is approved with the advantages and 
disadvantages to those shareholders if it is not.  Comparing the value of the 
securities to be acquired under the proposal and the value of the consideration 
to be paid is only one element of this assessment. 

In Policy Statement 75 ASIC draws a distinction between the terms “fair” and 
“reasonable” rather than treating “fair and reasonable” as a single concept.  
However, ASIC Policy Statement 75 is directed towards independent expert’s 
reports (IERs) prepared in the context of takeovers rather than reports 
prepared pursuant to section 611, item 7 of the Corporations Act. 

Consequently, in order to determine whether the Proposal is fair and 
reasonable to the non-associated unitholders in the Fund we have considered 
all the circumstances of the Proposal and compared the likely advantages and 
disadvantages to non associated unitholders if the Proposal is agreed to with 
the advantages and disadvantages to those unitholders if it is not. 

 
2 Being the unitholders in the Fund other than CVC and the other Lauden unitholders. 
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The Fund is a small listed trust.  As at 30 June 2006 the net tangible assets of 
the Fund were $2.4 million or 16.1 cents per share. These net tangible assets 
comprised: 

(a) expected proceeds of $1.33 million (due to be received in February 
2007) in connection with the sale of an investment property; plus 

(b) cash of $1.14 million; less 
(c) other net liabilities of $0.05 million.  

 
In recent years administration and other costs have significantly exceeded the 
income of the Fund (excluding movements in the market value of investment 
properties).  Given the small size of the Fund we expect this to continue if the 
Proposal is not approved, or if no other proposal to either increase the size or 
wind up the Fund is implemented. 

Opinion on the Proposal 

Summary 

In our opinion the Proposal is fair and reasonable to the unitholders of the 
Fund not associated with the Proposal3.  This is principally because, in our 
opinion, the advantages of the Proposal significantly outweigh the 
disadvantages (as discussed below). 

Value assessment 

Value of Lauden 

Lauden’s only significant asset is the property located at 1 Narabang Way, 
Belrose, New South Wales.  This property has been valued by Colliers at 
$15.1 million (assuming development approval is received). 

The cost base of this property for capital gains tax (CGT) purposes is 
approximately $7.8 million.  Consequently, if Lauden sold the property for its 
market value of $15.1 million, Lauden or its unitholders (in total) would 
generate a taxable profit of $7.3 million.  This taxable profit would be reduced 
by around $1.5 million due to carried forward tax losses. 

As Lauden is a trust this profit could be distributed (pre-tax) to unitholders, 
and tax would be payable by unitholders rather than Lauden.  In such 
circumstances tax would be payable at each unitholders’marginal tax rate.  
Superannuation funds and Australian individual investors would also be 
entitled to a CGT discount as Lauden has held the Belrose property for more 
than one year. 

 
3 Being the unitholders in the Fund other than CVC and the other Lauden unitholders. 
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24 As shown below the taxation payable varies significantly depending on 
whether the owner of Lauden is a superannuation fund, company or individual 
etc: 

 Superannuation 
fund 
$m 

Company 
$m 

Individual on 
46.5% tax rate 

$m 
Profit on sale(1) 7.0 7.0 7.0 
CGT discount if asset held for > 1 year(2) (2.3) - (3.5) 
Taxable profit 4.7 7.0 3.5 
Marginal tax rate 15% 30% 46.5% 
Tax payable 0.71 2.10 1.63 
    
Note: 
1 Net of tax losses. 
2 Assuming the CGT discount applies. 
    

 
25 

26 

27 

However, allowance needs to be made for the fact that this taxation will only 
be payable upon sale of the Belrose property.  In this regard we note that the 
Fund intends to retain the completed development as a long term investment 
(in which case crystallisation of the taxation liabilities can be deferred 
substantially)4. 

Consequently, in our opinion, it is appropriate to allow for a proportion of the 
potential tax liability only.  Having regard to the table in paragraph 24, in our 
opinion, it is reasonable to assume a tax liability of $1.2 million to $1.9 
million for valuation purposes, which we have discounted by 50% to allow for 
the present value impact. 

On this basis our valuation of 100% of Lauden is as follows: 

  Low 
$000 

 High 
$000 

Value of Belrose property(1)  15,100  15,100 
Allowance for present value of deferred CGT liability  (950)  (600) 
Value of Lauden  14,150  14,500 
     
Note: 
1 We are instructed that Lauden will have no other material assets or liabilities on completion. 
     

 

                                                 
4 We also understand that the Fund has in excess of $1.5 million in capital losses which may be able to 
be used to reduce any taxable gain. 
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Value of consideration 

28 

29 

30 

31 

32 

33 

As stated above the vendors of Lauden will receive a combination of cash and 
units as consideration for the sale of Lauden. 

All units issued as consideration are being issued as a price of 16 cents per 
unit.  As this is consistent with: 

(a) the price at which the Fund intends to raise $7 million (before costs); 
and 
 

(b) the Funds’ net tangible asset (NTA) backing per share as at 30 June 
2006 

 
in our opinion, the value ascribed to the units to be issued is consistent with 
their market value. 
 
However, $2 million of the consideration is contingent on the outcome of the 
development.  For the full contingent consideration to be payable the 
development must generate a profit of at least $6.5 million. 

While management projections indicate that this contingent consideration will 
be paid, in our opinion, it is appropriate to discount this contingent 
consideration to reflect the possibility that it will not be paid or alternatively is 
only partly paid.  Consequently, we have discounted the contingent 
consideration by 20%, which results in a value for the consideration offered of 
$14.6 million in total. 

Conclusion on value 

On this basis the value of the consideration payable marginally exceeds the 
high end of our assessed value of Lauden.  However, due to the advantages of 
the Proposal discussed below, in our opinion, the Proposal is fair and 
reasonable to the non-associated unitholders of the Fund when considered 
overall.   

Advantages 
In the absence of the Proposal, in our opinion, the units in the Fund would 
continue to trade infrequently at a price which, prima facie, should reflect a 
discount to their net tangible asset backing (which was 16.1 cents as at 30 June 
2006).  This is because: 

(a) the Fund is a very small (net tangible assets as at 30 June 2006 were 
only $2.4 million) 
 

 7



 
 
 

(b) the Fund’s units are illiquid and trade very infrequently5 
 

(c) the Fund’s assets comprise cash and receivables only.  The Fund 
therefore has no operating business or investment assets (other than 
cash) 
 

(d) in recent years administration and other costs have significantly 
exceeded the income of the Fund (excluding movements in the market 
value of investment properties) 
 

(e) due to the above, in our view, there is likely to be a very low level of 
investor interest in the Funds’ units in the absence of the Proposal (or 
another proposal). 
 

34 

35 

36 

37 

38 

                                                

In contrast, if the Proposal is approved the size of the Fund will be 
significantly increased which should result in improved liquidity in the Fund’s 
units relative to the current position.   

The Proposal also provides unitholders with the opportunity to generate capital 
gains and future income from the proposed property development.  In this 
regard we note that Colliers estimate that the internal rate of return on the 
property development is 19.14% per annum (pre tax) assuming a 2 year period 
until completion of the development. 

Further, the Proposal is conditional upon the Fund raising $7 million in new 
capital (before costs) at a price of 16 cents per unit (which is consistent with 
the Fund’s NTA).  As a result the units in the Fund are likely to trade at 
around this price (at least in the short term assuming similar stock market 
conditions) if the Proposal is approved and implemented. 

Consequently, in our opinion, if the Proposal is approved the Fund’s units are 
likely to trade at a premium to the market price in the absence of the Proposal 
(at least in the short term assuming similar stock market conditions).  

Disadvantages 
The Fund currently has 15.1 million units on issue.  However, if the Proposal 
is approved and the related capital raising takes place up to a further 100 
million units will be issued as shown below: 

 
5 In the period 1 January 2005 to 31  October 2006 less than 1% of Taragon units traded on the ASX 
(Unit trades from 1 January 2006 to 31 October 2006 were less than 0.1% of the issued capital). 
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Unitholdings pre and post the Proposal 

Unitholder 
Current 

Unitholdings  

Number of 
units to be 

issued under 
the 

Proposal(1)  
Capital  

Raising(2)  

Unitholdings if 
Proposal is 
approved 

CVC Limited 2,940,002   42,187,500(3)    45,127,502  
Other Lauden unitholders  -     14,062,500(3)    14,062,500  
Other unitholders 12,136,936       12,136,936  
New investors -       43,750,000   43,750,000  
Total 15,076,938   56,250,000   43,750,000   115,076,938  

               
Unitholdings:        
CVC Limited 19.5%      39.2% 
Other Lauden unitholders -      12.2% 
Other unitholders 80.5%      10.5% 
New investors -      38.0% 
        
Note: 
1  Number of units issued consists of 43,750,000 units issued to Lauden CVC unitholders on completion and 

assumes that the full $2 million in contingent consideration is paid by issuing 12, 500,000 additional units. 
2 The Proposal is conditional upon $7 million being raised (before costs) through the issue of 43.75 million new 

units at 16 cents per unit. 
3 While CVC own 45% of Lauden they receive the majority of units issued as consideration because the other 

Lauden unitholders largely receive cash consideration.  
        

 
39 

40 

41 

As indicated above, if the Proposal is approved, the equity interest of existing 
unitholders in the Fund (excluding CVC) may reduce to 10.5% of the units on 
issue.  

If the Proposal is approved the largest shareholder in the Fund will be CVC 
Limited (CVC).  CVC will hold 45.1 million units or approximately 39.2% of 
the units in the Fund, and will therefore have effective control of the Fund. 
However, we understand that CVC intends to further grow the size of the 
Fund, which should result in CVC’s percentage unitholding reducing over 
time. 

Conclusion 
Having regard to the above, on balance, we have concluded that the Proposal 
is fair and reasonable to the non-associated unitholders in the Fund. 
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General 
42 

43 

We have considered the Proposal from the perspective of the non-associated 
unitholders in the Fund as a whole.  However, the ultimate decision whether to 
approve the Proposal should be based on each unitholder’s assessment of their 
own circumstances, having regard to, inter alia, their risk profile, liquidity 
preference and expectations as to value and future stock market conditions.   

If unitholders are in doubt about the action they should take in relation to the 
Proposal or matters dealt with in this report, shareholders should seek 
independent professional advice. 

Yours faithfully 
 
 
 
 
 
Craig Edwards   Martin Holt 
Director       Director 
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Financial Services Guide 

Lonergan Edwards & Associates Limited 

1 

2 

3 

4 

5 

6 

7 

Lonergan Edwards & Associates Limited (ABN53 095 445 560) (LEA) is a 
specialist valuation firm which provides valuation advice, valuation reports 
and Independent Expert’s Reports in relation to takeovers and mergers, 
commercial litigation, tax and stamp duty matters, assessments of economic 
loss, commercial and regulatory disputes. 

LEA holds Australian Financial Services Licence No 246532. 

Financial Services Guide 

The Corporations Act 2001 authorises LEA to provide this Financial Services 
Guide (FSG) in connection with its provision of an Independent Expert’s 
Report (the Report) to accompany a notice of general meeting and explanatory 
statement to be sent to Taragon Property Fund unitholders in connection with 
the Proposal. 

This FSG is designed to assist retail clients in their use of any general financial 
product advice contained in the Report.  This FSG contains information about 
LEA generally, the financial services we are licensed to provide, the 
remuneration we may receive in connection with the preparation of the Report, 
and if complaints against us ever arise how they will be dealt with. 

Financial services we are licensed to provide 

Our Australian financial services licence allows us to provide a broad range of 
services to retail and wholesale clients, including providing financial product 
advice in relation to various financial products such as securities, derivatives, 
interests in managed investment schemes, superannuation products, 
debentures, stocks and bonds. 

General financial product advice 

The Report contains only general financial product advice.  It was prepared 
without taking into account your personal objectives, financial situation or 
needs. 

You should consider your own objectives, financial situation and needs when 
assessing the suitability of the Report to your situation.  You may wish to 
obtain personal financial product advice from the holder of an Australian 
Financial Services Licence to assist you in this assessment. 
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Appendix A 
 

Fees, commissions and other benefits we may receive 

8 

9 

10 

11 

12 

13 

14 

LEA charges fees to produce reports, including this Report.  These fees are 
negotiated and agreed with the entity who engages LEA to provide a report.  
Fees are charged on an hourly basis or as a fixed amount depending on the 
terms of the agreement with the person who engages us.  In the preparation of 
this Report our fees are based on a time cost basis using agreed hourly rates. 

Neither LEA nor its directors and officers receives any commissions or other 
benefits, except for the fees for services referred to above. 

All of our employees receive a salary.  Our employees are eligible for bonuses 
based on overall performance and the firms profitability and do not receive 
any commissions or other benefits arising directly from services provided to 
you.  The remuneration paid to our directors reflects their individual 
contribution to the company and covers all aspects of performance.  Our 
directors do not receive any commissions or other benefits arising directly 
from services provided to you. 

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

Complaints 

If you have a complaint, please raise it with us first, using the contact details 
listed below.  We will endeavour to satisfactorily resolve your complaint in a 
timely manner.  

If we are not able to resolve your complaint to your satisfaction within 45 days 
of your written notification, you are entitled to have your matter referred to the 
Financial Industry Complaints Services (FICS), an external complaints 
resolution service.  You will not be charged for using the FICS service. 

Contact details 

LEA can be contacted by sending a letter to the following address: 

Level 27 
363 George Street 
Sydney  NSW  2000 
(or GPO Box 1640, Sydney  NSW  2001) 
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Qualifications, declarations and consents 

Qualifications 
1 

2 

3 

4 

5 

6 

LEA is a licenced investment adviser under the Corporations Act.  LEA’s 
authorised representatives have extensive experience in the field of corporate 
finance, particularly in relation to the valuation of shares and businesses. 

This report was prepared by Craig Edwards, Director and Martin Holt, 
Director who are both authorised representatives of LEA.  Mr Edwards and 
Mr Holt have over 13 years and 20 years experience in the provision of 
valuation advice respectively.  

Declarations 
This report has been prepared at the request of the directors of the Responsible 
Entity of the Fund to accompany a notice of general meeting of shareholders 
and an explanatory statement.  It is not intended that this report should serve 
any purpose other than as an expression of our opinion as to whether or not the 
Proposal is fair and reasonable to Taragon unitholders. 

Interests 
At the date of this report, neither LEA, Mr Edwards or Mr Holt have any 
interest in the outcome of the Proposal.  LEA is entitled to receive a fee of 
$10,000 plus GST for the preparation of this report.  With the exception of this 
fee, LEA will not receive any other benefits, either directly or indirectly, for or 
in connection with the preparation of this report. 

Indemnification 
As a condition of LEA’s agreement to prepare this report, the Responsible 
Entity of the Fund agrees to indemnify LEA in relation to any claim arising 
from or in connection with its reliance on information or documentation 
provided by or on behalf of Taragon which is false or misleading or omits 
material particulars or arising from any failure to supply relevant documents 
or information. 

Consents 
LEA consents to the inclusion of this report in the form and context of which 
it is included in the explanatory statement to unitholders together with the 
references to this report contained therein. 

 13



 
 

Appendix C 
 

Limitations and reliance on information 
 
1 

2 

3 

4 

Our opinion is based on economic, market and other conditions prevailing at 
the date of this report.   

For the purposes of forming our opinion we have relied on the independent 
valuation of the Belrose property undertaken by Colliers.  LEA has not 
undertaken a separate valuation of this property. 

Our report is also based upon financial and other information provided by the 
Fund.  We have considered and relied upon this information and believe that 
the information provided is reliable, complete and not misleading and we have 
no reason to believe that material facts have been withheld.  The information 
provided was evaluated through analysis, enquiry and review for the purpose 
of forming an opinion as to whether the Proposal is fair and reasonable to the 
non-associated unitholders of the Fund.  However, in assignments such as this 
time is limited and we do not warrant that our enquiries have identified or 
verified all of the matters which an audit, extensive examination or “due 
diligence” investigation might disclose.  None of these additional tasks have 
been undertaken. 

We understand the accounting and other financial information that was 
provided to us has been prepared in accordance with generally accepted 
accounting principles and/or the Australian equivalent to International 
Financial Reporting Standards (AIFRS) based on management’s current 
knowledge of expected standards and interpretations and current facts and 
circumstances. 
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Appendix D 
 

Glossary 
 
   
AIFRS  Australian equivalent to International Financial Reporting 

Standards  
ASIC  Australian Securities and Investments Commission  
CGT  Capital gains tax  
Colliers  Colliers International Consultancy and Valuation Pty Limited 
CVC  CVC Limited 
FICS  Financial Industry Complaints Services  
FSG  Financial Services Guide  
IER  Independent Expert’s Report 
Lauden  Lauden CVC Property Trust  
LEA  Lonergan Edwards & Associates Limited 
NTA  Net tangible asset 
Taragon  Taragon Property Fund 
the Fund  Taragon Property Fund  
the Proposal  The proposed acquisition of Lauden by the Fund 
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