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NOTE 29. FINANCIAL RISK MANAGEMENT

The Trust undertakes transactions in range of 
fi nancial instruments including:

> cash and cash equivalents;

> receivables;

> commercial real estate loans;

> investments in real estate;

> payables;

> working capital debt;

> real estate debt;

> commercial real estate debt; 

> subordinated debt; and 

> derivatives.

These activities exposes the Trust to a variety 
of fi nancial risks including market risk (in turn, 
including currency risk, interest rate risk and other 
property market risks), credit risk and liquidity risk.

Risk management is carried out by the operating 
units of the Trust under policies approved by its 
Board of Directors. 

Derivative fi nancial instruments that the Trust is 
able to use to hedge risks such as interest rate and 
foreign currency movements include:

> interest rate swaps

> foreign currency forward contracts

> foreign currency option agreements

(a) Capital risk management

The Responsible Entity’s (RE’s) objective when 
managing capital is to safeguard its ability to 
continue as a going concern, so that it can continue 
to provide returns for unit holders and benefi ts 
for other stakeholders and to maintain an optimal 
capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, 
the Trust may adjust the amount of distributions 
to unit holders, return capital to unit holders, 
issue new or buy-back existing units or sell assets 
to reduce debt. With respect to distributions, as 
set out in Note 1, the Trust does not expect to 
pay any distributions over the next 12-18 months. 
With respect to buy-backs of existing units, on 31 
October 2007, the Trust announced an on-market 
buy-back of units up to a maximum of 10% of 
issued capital of the Trust’s listed units as part of 
a capital management program. The period of 
buy-back is between 30 November 2007 and 1 

October 2008. During the period to 31 December 
2007, the Trust bought 2,395,212 units for the total 
amount of A$2,015,137. The level of any future buy-
back activity will, in part, be driven by the liquidity 
position of the Trust.

The RE monitors the gearing ratio. The gearing ratio 
is calculated as net debt divided by net capital. Net 
debt is calculated as total borrowings less cash and 
cash equivalents. Net capital is calculated as total 
assets less cash and cash equivalents.

(b) Market risk

(i) Foreign exchange risk

Foreign exchange risk arises when future 
commercial transactions and recognised assets and 
liabilities are denominated in a currency that is not 
the Trust’s functional currency.

The Trust’s foreign currency risk arises primarily 
from:

> investments in foreign operations; 

> investment in commercial real estate loan   
 portfolio; and

> forecast transactions for receipt in foreign   
 currencies and payment in Australian dollars.

The Trust operates internationally and is exposed 
to foreign exchange risk from fl uctuations in United 
States dollars against Australian dollars. 

Historically, foreign exchange exposure to equity 
investments has been hedged fully (for a period of 
fi ve to eight years) using a combination of forward 
foreign exchange contracts and foreign currency 
option agreements. The arrangements involved a 
target of hedging approximately 100% of the equity 
capital, against an appreciation in the A$ above a 
weighted average rate of approximately A$1.00= 
US$0.80. To mitigate the cost of this hedging, the 
arrangements also involved a target of hedging 
100% of the equity capital against a depreciation of 
the A$ below approximately A$1.00 = US$0.66. 

The net effect of these equity capital hedging 
arrangements will be that the invested equity 
capital has historically been exposed to movements 
in the foreign exchange rate within the collar 
structure but upside and downside risk is 
eliminated outside the collar structure. No cash 
would exchange should the Trust’s capital hedges 
expire at a point where the A$ is trading within 
the range of the collar. The capital hedges do not 
expire in the next four years. The Trust’s primary FX 
counterparty builds up a reserve via margin calls as 
the hedges come closer to expiry should the 
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NOTE 29. FINANCIAL RISK MANAGEMENT (CONTINUED)

mark to market on the hedge book be in its favour. Meeting these margin calls allows the RE to build up a 
reserve against settlement risk. 

As set out in Note 1, the Board of the RE has decided to reduce the contingent funding requirement 
associated with foreign exchange hedging requirements and interest rate swaps to the greatest extent 
possible over the near term.

The foreign exchange fl uctuation risk for the commercial real estate loan book is hedged by matching US$ 
debt funding with the currency of the assets. It means any foreign currency fl uctuations in the commercial 
real estate loan asset are offset by the corresponding movements in foreign currency liabilities and any net 
equity invested in the loans is hedged back into A$.

The Trust’s income is received primarily in US$. These US dollars are converted to Australian dollars 
before distributions are paid. Historically the Trust’s policy has been to implement long term forward 
foreign exchange contracts at levels that are intended to ensure that, during that period, distributions for 
Unitholders are not impacted by movement in exchange rates. Note also the comments above regarding a 
likely change to the hedging strategy.

Also refer to note 30 (a) for further details on ‘Derivative Financial Instruments’. 

Sensitivity analysis

The following table shows the effect on profi t and loss and equity after tax as at 31 December 2007 and 
31 December 2006 from a 10% adverse/favourable movement in exchange rates at that date on a total 
portfolio basis, with all other variables held constant and taking into account all underlying exposures and 
related hedges.

An adverse movement in the value of derivative fi nancial instruments that have been implemented to 
hedge foreign exchange risk may require margin calls to be made by the Trust.

A sensitivity of 10 percent has been considered reasonable by the RE given the amount selected as this 
is considered reasonable given the current level of exchange rates and the volatility observed both on 
an historical basis and market expectations for future movement. Note that the anticipated change to 
the foreign exchange hedging strategy (as discussed above) and has not been taken into account in the 
calculation below.
 Consolidated Parent

                Net Profi t                  Equity                Net Profi t                  Equity
  2007 2006 2007 2006 2007 2006 2007 2006
   $’000 $’000 $’000 $’000  $’000 $’000 $’000 $’000

If there is 10% decrease in 
the value of AUD vis a vis the 
USD with all other variables 
held constant 1$ = 0.9628  921 (5,413) 921 (5,413) (9,751) (6,453) (9,751) (6,453)

If there is 10% increase in 
the value of AUD vis a vis the 
USD with all other variables 
held constant  $1 = 0.7876   (1,429) 5,968 (1,429) 5,968 11,615 7,237 11,615 7,237

Unitholders should note that the sensitivity analysis is stated to provide a guide only and variations in 
exchange rates may exceed/underperform the range shown above.

RUBICON AMERICA TRUST 
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(ii) Cash fl ow and fair value interest rate risk

Interest rate risk refers to the risk that the value of 
the fi nancial instrument or cash fl ows associated 
with the instrument will fl uctuate due to the 
changes in market interest rates. 

Interest rate risk arises from interest bearing 
fi nancial assets and liabilities that the Trust 
uses. Non derivative interest bearing assets are 
predominantly short and long term liquid and 
illiquid assets. The Trust’s interest rate liability risk 
arises primarily from long term and short term debt 
issued at fi xed rates which exposes the Trust to fair 
value interest rate risk. The Trust’s borrowings which 
have a variable rate attached give rise to cash fl ow 
interest rate risk.

Interest rate risk is highly sensitive to many factors, 
including governmental, monetary and tax policies, 
domestic and international economic and political 
considerations and other factors beyond the 
control of the Responsible Entity. Credit curve risk 
is highly sensitive to the dynamics of the markets 
for commercial real estate loans held by the Trust. 
Excessive supply of these assets combined with 
reduced demand will cause the market to require a 
higher yield. This demand for higher yield will cause 
the market to use a higher spread over the swap 
rate yield curve, or other benchmark interest rates, 
to value these assets.

The debt is sourced from a number of fi nancial 
markets covering domestic and offshore, short 
term and long term funding. The majority of 
the Trust’s debt consists of foreign currency 
denominated borrowings. 

The Trust’s policy is to maintain medium to long 
term fi xed interest rates for substantially all 
borrowings for the real estate business. Floating 
versus fi xed interest rate mismatches between 
assets are minimized by using interest rate swaps. 
Under the interest rate swaps, the Trust agrees with 
other parties to exchange, at specifi ed intervals 
(mainly quarterly), the difference between fi xed 
contract rates and fl oating rate interest amounts 
calculated by reference to the agreed notional 
principal amounts.

The use of interest rate swaps to hedge interest-
bearing liabilities carries certain risks, including the 
risk that losses on a hedge position will reduce the 
funds available for payments to unitholders and 
that such losses may exceed the amount invested 
in such instruments. The profi tability of the Trust 
may be adversely affected during any period as 
a result of changing interest rates. As set out in 
Note 1, the Board of the RE has decided to reduce 
the contingent funding requirement associated 
with foreign exchange hedging requirements and 
interest rate swaps to the greatest extent possible 
over the near term.

The Responsible Entity monitors and manages 
interest rate risk based on a method that takes into 
consideration the interest rate sensitivity of the 
Trust’s assets and liabilities. The Trust’s objective 
in regards to its CRE loan portfolio is to acquire 
assets and match fund the purchase so that interest 
rate risk associated with fi nancing these assets is 
reduced or eliminated. The primary risks associated 
with acquiring and fi nancing these assets under 
short-term repurchase agreements are mark-to-
market risk and short-term rate risk. The warehouse 
facility provides for an advance rate based upon a 
percentage of the estimated fair value of the asset 
being fi nanced. Market movements that cause CRE 
loans fair value to decline would require a margin 
call or a cash payment to maintain the relationship 
between asset value and amount borrowed.

When CRE loan assets are subject to a mark-to-
market margin call, the Responsible Entity carefully 
monitors the interest rate sensitivity of those assets.

Also refer to note 30(b) for interest rate exposure.
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Sensitivity analysis

The table below shows the effect on profi t and equity after tax if interest rates have gone down or gone 
up by 0.5 percent with all other variables held constant, taking into account all underlying exposures and 
related hedges. The shifts in the yield curve are assumed to be parallel. An adverse movement in the value 
of derivative fi nancial instruments that have been implemented to hedge interest rate risk may require 
margin calls to be made by the Trust. Note that the impact of reducing the gearing level of the Trust (as 
discussed above and in the director’s report) could signifi cantly alter the Trust sensitivity to interest rate risk. 
This has not been taken into account in the calculation below.

A sensitivity of 0.5 percent has been selected as deemed reasonable by the responsible entity given the 
current level of both short term and long term Australian dollar and US dollar interest rates. Any change in 
the Trust’s interest rate hedging strategy could change the Trust’s sensitivity to interest rate movements.
 Consolidated Parent

                Net Profi t                  Equity                Net Profi t                  Equity
  2007 2006 2007 2006 2007 2006 2007 2006
   $’000 $’000 $’000 $’000  $’000 $’000 $’000 $’000

If there is 0.5% adverse movement
 in the interest rates with all other 
variables held constant 461 (379) 461 (379) - - - -
If there is 0.5% favourable movement 
in the interest rates with all other 
variables held constant (473) 379 (473) 379 - - - -

Unitholders should note that the sensitivity analysis is stated to provide a guide only and variations in 
interest rates may exceed / underperform the range shown above.

(c) Credit risk

Credit risk is the risk that an entity contracting with the Trust will not complete its obligations under a 
fi nancial instrument and cause the Trust to make a fi nancial loss. 

The Trust has risk management policies in place to manage credit risk in relation to real estate and 
commercial real estate loan assets and other fi nancial transactions. Derivative counterparties and cash 
transactions are limited to high credit quality fi nancial institutions. The borrowers of the commercial real 
estate loans are predominantly special purpose vehicles that are required to focus on the business of 
owning and managing the commercial real estate. The Trust’s investment objective is to fi nd high quality 
customers predominantly with a stable credit history. The Trust seeks to diversify its portfolio by property 
type, tenant, location, term and counterparty with the objective of reducing overall portfolio risk. Debt 
service coverage ratio and loan to value ratio on the CRE loans are monitored on a quarterly basis. 

The concentrations of fi nancial assets which are neither past due or impaired are based on geographical 
basis are as follows: 
 United States Australia Total
 $’000 $’000 $’000

Cash and bank balances   40,320   2,689   43,009 
Receivables   22,844   127   22,971 

Commercial real estate loans   323,480   -     323,480 

Derivative fi nancial instruments  -  36,828   36,828 

Total  386,644   39,644   426,288 

The concentrations of fi nancial assets which are impaired are based on geographical basis are as follows:
Impaired commercial real estate loans (refer to note 10)  24,371   -     24,371 
  411,015   39,644   450,659 

RUBICON AMERICA TRUST 
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FOR THE YEAR ENDED 31 DECEMBER 2007



RUBICON AMERICA TRUST ANNUAL REPORT  2007 89

(d) Liquidity risk

Liquidity risk includes the risk that, as a result of the 
Trust’s operational liquidity requirements, the Trust:

> will not have suffi cient funds to settle a 
transaction on the due date; or

> will be forced to sell an asset at a value which is 
less than what they are worth.

Prudent liquidity risk management implies 
maintaining suffi cient cash and marketable 
securities, the availability of funding through an 
adequate amount of committed credit facilities and 
the ability to close out market positions that are in 
the money.

The Trust’s objective is to have access to readily 
accessible standby facilities and other funding 
arrangements in place. It generally uses instruments 
that are tradable in highly liquid markets. 

Historically, the A$/US$ currency pairing has 
exhibited medium levels of volatility. The Trust’s 
primary FX counterparty has granted the Trust 
A$20 million worth of free carry, meaning no foreign 
exchange margin calls are issued for the fi rst $20 
million of adverse mark to market on the portfolio. 
If the Trust has equity capital hedged via collars 
as against forwards then this further mitigates 
against the risk of margin calls. If the current level 
of interest rate differentials and spot exchange 
rates are maintained, margin calls against the RAT 
hedge portfolio are not expected to arise in the 
near future. As set out in Note 1, the Board of the 
RE has decided to reduce the contingent funding 
requirement associated with foreign exchange 
hedging requirements to the greatest extent 
possible over the near term.

The current weaknesses in the sub-prime mortgage 
sector and in the broader mortgage market have 
resulted in reduced liquidity for CRE loan securities. 
Although this reduction in liquidity has been directly 
linked to sub-prime residential assets, to which the 
Trust continues to have no direct exposure, there 
has been an overall reduction in liquidity across the 
credit spectrum of commercial mortgage products. 
As a consequence of the continued volatility in 
the global credit markets the CRE loan market has 
become unusually illiquid. This environment makes it 
diffi cult for the Trust to secure a precise estimate of 
secondary market value of its loan assets. The Trust 
has access to the ongoing market valuation that are 
being provided by the Trust’s CRE loan warehouse 
facility provider (Credit Suisse) which, inter alia, 
provides the Trust with a gauge as to the value at 
which it could dispose of these assets in an 
ordinary market.

The aforementioned market factors could adversely 
affect the Trust’s repurchase counterparty providing 
funding for the CRE Loan portfolio and could 
cause the counterparty to be unwilling or unable 
to provide the Trust with additional fi nancing for 
the remaining term of the CRE loans after January 
2010. This could potentially increase the Trust’s 
fi nancing costs and reduce its liquidity. If one or 
more major market participants fails or decides to 
withdraw from the market, it could negatively impact 
the marketability of the CRE loans. Furthermore, if 
the Trust’s counterparties are unwilling or unable 
to provide the Trust with additional fi nancing, the 
Trust could be forced to sell its investments at a time 
when prices are depressed. 

The Trust’s liquidity may also be adversely affected 
by margin calls under the repurchase agreements 
that are dependent on the valuation of the collateral 
to secure the fi nancing. The repurchase agreements 
allow the warehouse facility provider to revalue 
the collateral to values that the provider considers 
to refl ect market. If warehouse facility provider 
determines that the value of the collateral has 
decreased, it may initiate a margin call requiring 
the Trust to post additional collateral to cover the 
decrease. When subject to such a margin call, the 
Trust needs to pay the margin calls with 
1 - 2 days notice.

While the Trust has hedged a signifi cant amount 
of its portfolio to offset market value declines 
due to changes in interest rates, it is exposed to 
market value fl uctuations due to spread widening. 
A signifi cant increase in margin calls as a result of 
spread widening could harm the Trust’s liquidity, 
results of operations, fi nancial position, and business 
prospects. Additionally, in order to obtain cash 
to satisfy a margin call, the Trust may be required 
to liquidate assets at a disadvantageous time, 
which could cause the Trust to incur further losses 
and consequently adversely affect its results of 
operations and fi nancial position.

To date, the credit performance of the Trust’s 
investments remains consistent both with the 
Company’s expectations and with the broader 
commercial real estate fi nance industry experience. 
Nevertheless, subsequent to 31 December 2007, the 
capital markets have been marking down the value 
of all credit sensitive securities regardless 
of performance.



90

NOTE 29. FINANCIAL RISK MANAGEMENT 
(CONTINUED) 

The Trust’s ability to meet its long-term liquidity 
requirements is subject to obtaining additional debt 
and equity fi nancing as well as disposing of assets. 
Any decision by the Trust’s lenders and investors to 
provide the Trust with fi nancing will depend upon 
a number of factors, such as the Trust’s compliance 
with the terms of its existing credit arrangements, 
the Trust’s fi nancial performance, industry or 
market trends, the general availability of and rates 
applicable to fi nancing transactions. Refer to Notes 
1(a)(v), and 35 for additional information regarding 
liquidity risk.

Any borrowing the Trust enters into is subject to 
continuing covenants and we will likely be required 
to make continuing representations and warranties 
about the Trust in connection with such debt. The 
Trust’s debt fi nancing term may require the Trust 
to keep un-invested cash on hand, or to maintain 
a certain portion of our assets free of liens, each 
of which could serve to limit our borrowing ability. 
Moreover, the Trust’s debt is secured by its assets.

If the Trust default in the payment of interest 
or principal on any such debt, breach any 
representation or warranty in connection with 
any borrowing or violate any covenant in any loan 
document, the lender may accelerate the maturity 
of such debt requiring the Trust to immediately 
repay all outstanding principal. If the Trust is unable 
to make such payment, our lender could foreclose 
on the Trust’s assets that are pledged as collateral 
to such lender. The lender could also sue the 
Trust or force the Trust into bankruptcy. Any such 
event would have a material adverse effect on our 
liquidity. In addition, posting additional collateral to 
support our credit facilities will reduce our liquidity 
and limit our ability to leverage our assets.

As at the date of this report, the Trust is in 
compliance with all debt covenants contained in its 
various debt facilities. There is little headroom in 
relation to one leverage ratio covenant contained in 
the senior unsecured debt securities issued by the 
Trust (US$269 million in aggregate from two issues). 
Should this covenant in relation to these securities 
be breached, and if an event of default is declared 
by the holders of these securities and not cured by 
the Trust within 30 days, the holders of the senior 
unsecured debt securities would then have a right 
to call for immediate repayment of the securities. 
It would be diffi cult in this operating environment 
to refi nance this debt. Consequently, it is essential 
that the gearing of the Trust be reduced to provide 
greater headroom in the leverage covenants (see 
note g below).

Real estate assets are largely funded with long term 
fi xed rate debt. As already stated, loan assets have 
been partially funded with debt that can be called 
with a 364 days notice, however, the Responsible 
Entity has been very active in its program of 
building up cash reserves to meet contingencies 
including margin calls.
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The table below analyses the Trust’s fi nancial liabilities and net settled derivative fi nancial instruments into 
relevant maturity groupings based on the remaining period at the reporting date to the contractual maturity 
date. The amounts disclosed in the table are the contractual undiscounted cash fl ows. Balances due within 
12 months equal their carrying balances, as the impact of discounting is not deemed to be signifi cant.

Consolidated ($’000)         
  2007    2006

 Less than Between Between Over Less than Between Between Over
 1 year 1&2 years 2&5 years 5 years 1 year 1&2 years 2&5 years 5 years

Interest rate swaps  54   54   227  54  -     -     -     -   
Margin Calls  2,914   -     -     -     -     -     -     -   
Working capital debt - - - - 34,643 - - -
Subordinated debt - - - 114,273 - - - -
Commercial real estate loan debt 234,072 - - - - - - -
Real estate debt 49,830 150,446 41,083 825,788 4,478 314,858 224,263 703,222
Total 286,870 150,500 41,310 940,115 39,121 314,858 224,263 703,222

Parent ($’000)   
  2007    2006
 Less than Between Between Over Less than Between Between Over
 1 year 1&2 years 2&5 years 5 years 1 year 1&2 years 2&5 years 5 years

Interest rate swaps  75   79   322  89 -  -     -     -   
Margin Calls  1,828   -     -     -     -     -     -     -   
Working capital debt  -     -     -     -    -  -     -     -   
Subordinated debt  -     -     -     -    -  -     -     -   
Commercial real estate loan debt  -     -     -     -    -  -     -     -   
Real estate debt  -     -     -     -    -  -     -     -   
Total 1,903 79 322 89 - - -  -

(e) Real estate risk

Real estate and CRE loans and net operating income derived from such investments are subject to volatility 
and may be affected adversely by a number of factors, including, but not limited to, national, regional and 
local economic conditions which may be adversely affected by industry slowdowns and other factors, local 
real estate conditions (such as an oversupply of retail, industrial, offi ce or other commercial space), changes 
or continued weakness in specifi c industry segments, construction quality, age and design, demographic 
factors, retroactive changes to building or similar codes, and increases in operating expenses (such as 
energy costs). 

In the event net operating income decreases, or the value of property decreases, a borrower may have 
diffi culty repaying the loan, which could result in losses to the Trust as impairment on the security will 
be required and potentially could trigger margin calls from the warehouse facility lender. Even when a 
property’s net operating income is suffi cient to cover the property’s debt service, at the time a loan is 
made, there can be no assurance that this will continue in the future. The current turmoil in the residential 
mortgage market may continue to have an effect on the commercial mortgage market and real estate 
industry in general for the foreseeable future.

(f) Warehouse facility

The Trust’s existing US$350 million (A$399.0 million) master repurchase agreement with Column Financial 
Inc. (Column), an affi liate of Credit Suisse, is drawn to approximately US$205 million (A$234.2 million) and 
has a three year term expiring in January 2010. This facility is often referred to as a warehouse facility. The 
Trust has agreed to repurchase the loans at a future date at par. Column has the right to issue margin calls 
in certain situations. The agreement also requires the Trust to maintain certain fi nancial covenants. The 
agreement may be terminated by Column at any time on not less than 364 days notice.
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(g) Other key risk - refi nancing risks

An US$11.2m loan to a property in Kansas City 
(GSA II portfolio) matures on 1 August 2008. The 
property is valued at US$20.7m. This loan carries 
an interest rate of 6.89%. First mortgage fi nance 
against quality GSA real estate at around 50% LVR is 
still readily achievable in this market. The Manager 
is confi dent that it will be able to refi nance this 
loan at rates equal or better than the current loan, 
given that long term US Libor rates are below 3.5%. 
In addition, there are scheduled debt repayments 
for the Trust’s joint ventures of U$0.5 million 
(A$0.6million). In addition, debt in relation to the 
assets held for sale is U$29.7 million (A$33.9 million) 
and is also classifi ed as a current liability.

Notes on fair value estimation

The net fair value of fi nancial assets and liabilities 
are determined by the Trust on the following basis:

The fair value of the Trust’s derivatives and certain 
fi nancial assets and fi nancial liabilities must be 
estimated for recognition and measurement or for 
disclosure purposes.

Valuation techniques include, where applicable, 
references to prices quoted in active markets, 
amortised cost, discounted cash fl ow analysis, fair 
value of recent arm’s length transactions involving 
the same instruments or other instruments that are 
substantially the same, and option pricing models.

Monetary fi nancial assets and liabilities not readily 
traded in an organised fi nancial market are valued 
at estimated realisable values based on an orderly 
sale between a willing but not distressed buyer and 
a willing but not distressed seller. 

Forward foreign exchange contracts are marked to 
market by reference to forward exchange market 
rates for contracts with similar maturity profi les at 
the time of valuation.

The net fair value of interest rate swaps is 
determined using valuation techniques which utilize 
data form observable markets. Assumptions are 
based on market conditions existing at each balance 
date. The net fair value is calculated as the present 
value of the estimated future cash fl ows using an 
appropriate market based yield curve. 

Unless there is evidence to suggest otherwise, 
the nominal value of fi nancial assets and liabilities 
less any adjustments for impairment with a short 
term to maturity are considered to approximate net 
fair value.

The Trust’s fi nancial assets and liabilities included 
in current and non current assets and liabilities 
on the balance sheet are carried at amounts that 
approximate net fair value, except commercial real 
estate loans whose fair value is $313.4 million 
(2006: nil) as compared to its carrying value of 
$347.3 million (2006: nil).

NOTE 30. FINANCIAL INSTRUMENTS

(a) Derivative fi nancial instruments

In the normal course of business, the Trust may 
enter into transactions in various derivative fi nancial 
instruments with certain risks. A derivative is a 
fi nancial contract whose value depends on, or is 
derived from the value of underlying assets and 
liabilities or indices.

The Trust has entered into forward foreign currency 
agreements to sell US dollars and receive Australian 
dollars at an average exchange rate of A$1.00 = 
US$0.8766. As set out in the directors’ report, the 
Board of the Responsible Entity has decided to 
implement a strategy of progressively unwinding 
the foreign exchange hedging contracts over capital 
and income as the opportunity arises, leaving in 
place the income hedges to December 2008.

For forward contracts that are used to hedge 
anticipated future distributions and capital 
investments, any unrealised gains or losses on 
the forward contracts, together with the cost of 
contracts, are deferred and will be recognised in 
the measurement of the underlying transactions. 
Accounts receivable and payable on open contracts 
are included in current assets net of liabilities.
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The Trust’s derivative fi nancial instruments as at 31 December 2007 are detailed below:
2007 
Consolidated   Contract/
    notional  Fair Value 
     value Assets Liabilities
    A$’000 A$’000 A$’000
 
Buy 
Forward currency hedge contracts to buy    261,433 261,433 - 
Interest rate swaps   87,990 87,990  -    
 
Sell   US $’000

Forward currency hedge contracts to sell    (231,827) - (224,605)  
Interest rate swaps   (77,000) - (91,178)

Forward currency contracts    349,423 (315,783)

2006 
Consolidated   Contract / 
    notional  Fair Value 
     value Assets Liabilities
    A$’000 A$’000 A$’000
 
Buy 
Forward currency hedge contracts to buy    266,727 266,727 - 
Interest rate swaps   - -  -    
 
Sell   US $’000

Forward currency hedge contracts to sell   (232,868) - (243,824)  
Interest rate swaps    - -
Forward currency contracts    266,727 (243,824)

(b) Interest rate risk

The Trust is exposed to changes in interest rates. The Trust has entered into fi xed rate funding to mitigate 
exposure to increasing interest rates. The Trust’s exposure to interest rate risk and the effective interest 
rates on fi nancial instruments as at 31 December 2007 are :
2007 
Consolidated Weighted      Non- 
 average   1 year 1 to 5  Over interest 
 interest rate  or less years 5 years bearing Total
 (% p.a.)  $’000 $’000 $’000 $’000 $’000

Assets

Cash and cash equivalents 2.75% 39,987 - - 3,022 43,009

Receivables - - - - 22,971 22,971

Derivative fi nancial instrument - - - - 36,828  36,828

Commercial Real estate Loans 9.90% 13,733 213,443 120,148 - 347,324

Total fi nancial assets  53,720 213,443 120,148 62,821 450,132

Liabilities

Payables - - - - (18,307) (18,307)

Provision for distribution - - - - (11,481) (11,481)

Provision and other - - - - (305) (305)

Derivative fi nancial instrument 5.06% - - (3,188) - (3,188)

Interest bearing liabilities 6.24% (281,292) (1,114,666) - - (1,395,958)

Total fi nancial liabilities  (281,292) (1,114,666) (3,188) (30,093) (1,429,239) 

Net assets  (227,572) (901,223) 116,960 32,728 (979,107)

Weighted average effective interest rate  6.51% 6.24%
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NOTE 30. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Interest rate risk (continued)
2006 
Consolidated Weighted      Non- 
 average   1 year 1 to 5 Over interest 
 interest rate  or less years bearing bearing Total
 (% p.a.)  $’000 $’000 $’000 $’000 $’000

Assets

Cash and cash equivalents 4.25% 41,332 - - - 41,332
Receivables  - - - 19,181 19,181
Derivative fi nancial instrument  - - - 22,903 22,903
Other  - - - 2,476 2,476
Total fi nancial assets  41,332 - - 44,560 85,892
Liabilities

Payables  - - - (16,150) (16,150)
Provisions for distribution  - - - (10,475) (10,475)
Provision for audit fee  - - - (2,575) (2,575)
Interest bearing liabilities 6.04% (4,478) (1,253,432) - - (1,257,910)
Total fi nancial liabilities  (4,478) (1,253,432) - (29,200) (1,287,110)

Net fi nancial assets/liabilities  36,854 (1,253,432) - 15,360 (1,201,218)
Weighted average effective interest rate  4.43% 6.04%

2007 
Parent Weighted      Non- 
 average   1 year 1 to 5 Over interest 
 interest rate  or less years bearing bearing Total
 (% p.a.)  $’000 $’000 $’000 $’000 $’000

Assets

Cash and cash equivalents 5.08% 5,246 - - - 5,246

Receivables  - - - 47,948 47,948

Derivative fi nancial instrument  - - - 36,828 36,828

Total fi nancial assets  5,246 - - 84,776 90,022

Liabilities

Payables  - - - (305) (305)

Provisions for distribution  - - - (11,473) (11,473)

Provision  and other  - - - (305) (305)

Derivative fi nancial instrument  - - - (1,791) (1,791)

Total fi nancial liabilities  - - - (13,874) (13,874)

Net fi nancial assets/liabilities  5,246 - - 70,902 76,148

Weighted average effective interest rate  5.08%

RUBICON AMERICA TRUST 
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(b) Interest rate risk (continued)
2006 
Parent Weighted      Non- 
 average   1 year 1 to 5 Over interest 
 interest rate  or less years bearing bearing Total
 (% p.a.)  $’000 $’000 $’000 $’000 $’000

Assets

Cash and cash equivalents 4.25% 440 - - - 440
Receivables  - - - 8,059 8,059
Derivative fi nancial instrument  - - - 22,903 22,903
Other  - - - 44 44
Total fi nancial assets  440 - - 31,006 31,446
Liabilities

Payables  - - - (2,094) (2,094)
Provisions for distribution  - - - (10,475) (10,475)
Provision for audit fee  - - - (165) (165)
Current interest bearing liabilities 12.00% - (34,643) - - (34,643)
Total fi nancial liabilities  - (34,643) - (12,734) (47,377)
Net fi nancial assets/liabilities  440 (34,643) - 18,272 (15,931)
Weighted average effective interest rate  4.25% 12.00%

 
Reconciliation of net fi nancial assets to net assets                Consolidated                   Parent
  31 Dec 07 31 Dec 06 31 Dec 07 31 Dec 06
   Units Units $’000 $’000

Net fi nancial assets / liabilities as above  (979,107) (1,201,218) 76,148 (15,931)
Non-fi nancial assets and liabilities:
Property investments  1,335,073 1,657,566 - -
Investment in US REIT  - - 513,473 463,361
Investment accounted for using the equity method  55,454 - - -
Property under construction  13,165 - - -
Other current assets  - - - -
Other non-current assets  235 4,434 - 317
Other deferred borrowing cost  - - - 9,024
Deferred tax liabilities  (42,198) (22,225) (52,373) (22,225)
Net assets per balance sheets  382,622 438,557  537,248 434,546 
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NOTE 30. FINANCIAL INSTRUMENTS (CONTINUED)

(c) Foreign exchange risk

The Trust is exposed to foreign currency risk as a result of foreign investments held and historically has 
entered into foreign currency contracts to hedge against the risk of adverse movements in exchange 
rates. As set out in the directors’ report, the Board of the Responsible Entity has decided to implement a 
strategy of progressively unwinding the foreign exchange hedging contracts over capital and income as the 
opportunity arises, leaving in place the income hedges to December 2008.

The table below summaries the Trust’s exposure to foreign exchange risk:
2007  Australia  United States Total
Consolidated  A$’000  A$’000 A$’000

Assets

Cash and cash equivalents   2,689 40,320 43,009

Receivables   127 22,844 22,971

Derivative fi nancial instrument   36,828 - 36,828

Property Investments   - 1,335,073 1,335,073

Commercial real estate loans   - 347,324 347,324

Other non current assets   - 68,854 68,854

Total assets   39,644 1,814,415 1,854,059 

Liabilities

Payables   305 18,002 18,307

Provisions   305 - 305

Current interest bearing liabilities   - 281,292 281,292

Derivative fi nancial instrument   1,791 1,397 3,188

Non current interest bearing liabilities   - 1,114,666 1,114,666

Distribution payable   11,481 - 11,481

Other non current liabilities   - 42,198 42,198

Total liabilities   13,882 1,457,555 1,471,437 

Net assets   25,762 356,860 382,622

 
2006  Australia  United States Total
Consolidated  A$’000  A$’000 A$’000
 

Assets

Cash and cash equivalents   109 41,223 41,332
Receivables   68 19,113 19,181
Derivative fi nancial instrument   22,903 - 22,903
Other current assets   8,033 (26,580) (18,547)
Investment properties   - 1,657,566 1,657,566
Other non current assets   - 25,457 25,457
Total assets   31,113 1,716,779 1,747,892

Liabilities

Payables   2,094 17,500 19,594
Provisions   165 836 1,001
Interest bearing liabilities   34,643 1,221,397 1,256,040
Distribution payable   10,475 - 10,475
Other non current liabilities   22,225 - 22,225
Total liabilities   69,602 1,239,733 1,309,335
Net assets   (38,489) 477,046 438,557

RUBICON AMERICA TRUST  
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NOTE 31. SEGMENT INFORMATION 

Business segment 

The Trust is a listed property trust which invests in the US property market and commercial real estate (CRE) 
loan assets.
2007
Consolidated      Commercial  
   Property real estate
   investments loan assets Corporate Total
   $’000 $’000 $’000 $’000
 
Property rental revenue  138,452 - - 138,452

Commercial real estate loan interest income  - 27,407 - 27,407

Fair value adjustments to investment properties  51,563 - - 51,563

Net foreign exchange gain / (loss)  - - 6,196 6,196

Net gain on re-measurement of derivatives to fair value  - (1,378) 12,134 10,756

Other operating income  - 1,092 - 1,092

Total segment revenue  190,015 27,121 18,330 235,466

 

Segment result  (45,260) (23,776) 119,185 50,149

 
Segment assets 
Cash and cash equivalents  33,232 4,531 5,246 43,009

Property investments  1,335,073 - - 1,335,073

Investment in commercial real estate loans  - 347,323 - 347,323

Other segment assets  88,771 2,929 36,954 128,654

Total segment assets  1,457,076 354,783 42,200 1,854,059

 
Segment liabilities 
Borrowings  (1,053,201) (342,758) - (1,395,959)

Other segment liabilities  (57,783) (3,822) (13,874) (75,479)

Total segment liabilities  (1,110,984) (346,580) (13,874) (1,471,438)

 
Other Segment information 
Acquisition of property investments  5,924 - - 5,924

Acquisition of commercial real estate loans   347,323 - 347,323

Amortisation of acquisition cost of commercial real estate loans   (959) - (959)

Total Segment information  5,924 346,364 - 352,288
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NOTE 31. SEGMENT INFORMATION (CONTINUED)
2006
Consolidated     Commercial  
   Property real estate
   investments loan assets Corporate Total
   $’000 $’000 $’000 $’000

Property rental revenue  139,420 - - 139,420
Commercial real estate loan interest income  - - - -
Fair value adjustments to investment properties  66,910 - - 66,910
Net foreign exchange gain / (loss)  - - 4,806 4,806
Net gain on re-measurement of derivatives to fair value  - - 37,762 37,762
Other operating income  1,038 - - 1,038
Total segment revenue  207,368 - 42,568 249,936
 

Segment result  13,368 - 89,379 102,747
 
Segment assets 
Cash and cash equivalents  40,892 - 440 41,332
Property investments  1,657,566 - - 1,657,566
Investment in commercial real estate loans  - - - -
Other segment assets  25,216 - 23,778 48,994
Total segment assets  1,723,674 - 24,218 1,747,892
 
Segment liabilities 
Borrowings  1,232,291 - 25,619 1,257,910
Other segment liabilities  16,465 - 34,960 51,425
Total segment liabilities  1,248,756 - 60,579 1,309,335

Other Segment information 
Acquisition of property investments  819,221 - - 819,221
Amortisation of lease incentives  (120) - - (120)
Total Segment information  819,101 - - 819,101

 

RUBICON AMERICA TRUST  
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Geographical segments

The Trust has investments the US property market and US commercial real estate loans and investments in 
other assets, primarily cash, in the United States and Australia.
2007
Consolidated
  Australia  United States Consolidated
  A$’000  A$’000 A$’000
 
Property rental revenue - 138,452 138,452

Commercial real estate loan interest income - 27,407 27,407

Fair value adjustments to investment properties - 51,563 51,563

Net foreign exchange gain / (loss) 6,196 - 6,196

Net gain on re-measurement of derivatives to fair value 12,134 (1,378) 10,756

Other operating income - 1,092 1,092

Total segment revenue 18,330 217,136 235,466

 

Segment result 119,185 (69,037) 50,149

 
Segment assets 
Cash and cash equivalents 5,246 37,763 43,009

Property investments - 1,335,073 1,335,073

Investment in commercial real estate loans - 347,323 347,323

Other segment assets 36,954 91,700 128,654

Total segment assets 42,200 1,811,859 1,854,059

Segment liabilities 
Borrowings - (1,395,958) (1,395,958)

Other segment liabilities (13,874) (61,605) (75,479)

Total segment liabilities (13,874) (1,457,563) (1,471,437)

 
Other Segment information 
Acquisition of property investments - 5,924 5,924

Acquisition of commercial real estate loans - 347,323 347,323

Amortisation of lease incentives - - -
Amortisation of acquisition cost of commercial real estate loans - (959) (959)

Total Segment information - 352,288 352,288
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NOTE 31. SEGMENT INFORMATION (CONTINUED)
2006
Consolidated
  Australia  United States Consolidated
  A$’000  A$’000 A$’000
 
Property rental revenue - 139,420 139,420
Commercial real estate loan interest income - - -
Fair value adjustments to investment properties - 66,910 66,910
Net foreign exchange gain / (loss) 4,806 - 4,806
Net gain on re-measurement of derivatives to fair value 37,762 - 37,762
Other operating income - 1,038 1,038
Total segment revenue 42,568 207,368 249,936

Segment result 89,379 13,368 102,747
 
Segment assets 
Cash and cash equivalents 440 40,892 41,332
Property investments - 1,657,566 1,657,566
Investment in commercial real estate loans - - -
Other segment assets 23,778 25,216 48,994
Total segment assets 24,218 1,723,674 1,747,892
 
Segment liabilities 
Borrowings 25,619 1,232,291 1,257,910
Other segment liabilities 34,960 16,465 51,425
Total segment liabilities 60,579 1,248,756 1,309,335

Other Segment information 
Acquisition of property investments - 819,221 819,221
Acquisition of commercial real estate loans - - -
Amortisation of lease incentives - (120) (120)
Amortisation of acquisition cost of commercial real estate loans - - -
Total Segment information - 819,101 819,101

NOTE 32. CONTINGENT LIABILITY

The parent entity and Trust had contingent liabilities at 31 December 2007 (31 December 2006: none) in 
respect of:

Guarantees 

For information about guarantees given by the Trust and the parent entity, please refer to note 16.

Associates and Joint Ventures 

For contingent liabilities relating to associates and joint ventures refer to notes 16 and 26.

RUBICON AMERICA TRUST 
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED 31 DECEMBER 2007



RUBICON AMERICA TRUST ANNUAL REPORT  2007 101

NOTE 33. CAPITAL COMMITMENTS 

The following amounts represent capital expenditure on property investments and CRE loans contracted 
for at the reporting date but not recognised as liabilities payable:
                  Consolidated   
  31 Dec 07 31 Dec 06 31 Dec 07 31 Dec 06
   US$000 US$000 $’000 $’000

Real Estate 
Payable: 
Within one year 
- 999 E Street NW, Washington DC  540 754 617 -
- Riverview  - 740 - -
- 1325 J St, Sacramento  - 281 - -
- Alameda County, Hayward  278 - 318 -
- 1433 W. Loop S. Offi ce Bldg, Houston  136 - 155 -
- Providence  100 - 114 -
- Veteran’s Admin Blgd, San Diego  68 - 78 -
- Centennial I and II, Tacoma  21 - 24 -
- NGP-Penrose, Baltimore  27 - 31 -
Later than one year but not later than fi ve years 
- 999 E Street NW, Washington DC  20 - 23 -
 
Commercial real estate loans 
Payable: 
Within one year 
- Playa Vista*  985 - 1,126 -
- 95 Wall Street*  4,155 - 4,748 -
- 222 Kearny Street*  1,900 - 2,172 -
Later than one year but not later than fi ve years 
- Playa Vista*  985 - 1,126 -
- 95 Wall Street*  3,359 - 3,838 -
Total capital commitments  12,574 1,775 14,370 -

*Proceeds to fund CRE loan commitments will be, in part, paid from the CRE loan warehouse facility.
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NOTE 34. SIGNIFICANT CONTRACT TERMS AND 
CONDITIONS

The US REIT Advisory Services Agreement is for an 
original term of 15 years, subject to two additional 
periods of fi ve years which may be exercised by 
written notice at the US REIT’s option. Rubicon 
Advisory LLC has the right to terminate the US 
REIT Advisory Services Agreement upon at least 60 
days notice to the US REIT in event of a change of 
control of the Trust or if the Manager ceases to be 
Responsible Entity of the Trust.

The master repurchase agreement with Column 
Financial Inc. (Column), an affi liate of Credit 
Suisse is three years which is often referred to as 
a warehouse facility. The agreement provides an 
initial line of credit of up to U$350 million. The Trust 
has agreed to repurchase the loans at a future date 
at par. Column has the right to issue margin calls in 
certain situations. The agreement also requires the 
Trust to maintain certain fi nancial covenants. The 
term of the agreement is for 3 years and may be 
terminated by Column at any time on not less than 
364 days notice.

NOTE 35. EVENTS OCCURRING AFTER 
REPORTING DATE 

Rubicon America Trust’s relationship with Allco 
Finance Group Limited

Rubicon Asset Management Limited (“RAML”) the 
responsible entity of Rubicon America Trust is a 
wholly owned subsidiary of Allco Finance Group 
Limited (“AFGL”). The Executive Directors and 
management team of the trust are employees 
of AFGL.

The Trust receives the benefi t and is reliant upon, 
a number of management, administration and 
other services from RAML, Rubicon Capital Pty 
Ltd and Rubicon Advisory LLC, entities related to 
AFGL. RAML and it’s related entities also originate 
property investment proposals for the Trust, assist 
with the arrangement of fi nancing for the Trust 
and its underlying property and loan structures 
and provide proposals to the Trust in relation to 
potential assets sales from time to time.

On 25 February 2008, AFGL released its results 
for the half year ended 31 December 2007. The 
fi nancial report and the independent auditor’s 
review report to the members of AFGL contain 
disclosure of signifi cant events after balance date 
which may cast signifi cant doubt about AFGL’s 
ability to continue as a going concern.

In the event of AFGL does not continue as a going 
concern; management and administration services 

to the Trust may be impacted. Should RAML be 
replaced as Responsible Entity or undergo a change 
of control without prior approval of its lenders, this 
could lead to an acceleration of debt repayment.

Planned initiatives

The rapid and unanticipated dislocation in 
global credit markets and associated volatility in 
equity markets has had a material impact on the 
operations, fi nancial position and outlook for the 
Trust and the entities it controlled as at year end. 
In particular, the unanticipated effective closure of 
the real estate CDO market has meant that it is not 
possible in the current environment to refi nance the 
short term CRE loan warehouse facility through the 
issue of a CRE CDO, as the original RFA funding 
strategy contemplated.

As a result, the Board of the Responsible Entity 
will seek to implement the following initiatives to 
improve signifi cantly the Trust’s liquidity profi le and 
risk profi le:

> Reduction of short term debt to the greatest 
extent possible over the near term 

> Reduction of contingent funding requirements 
associated with foreign exchange hedging 
arrangements and interest rate swaps to the 
greatest extent possible over the near term. The 
RE has commenced the unwinding of certain 
foreign exchange hedging arrangements.

> Full retention of earnings over the next 
12-18 months

> Implementation of an asset sale program of 
suffi cient scale to reduce the gearing level of the 
Trust to 55% - 65% and free up, up to $50 million 
of equity to buy back securities

Other than the matters above and matters noted 
through-out the directors; report, since the end 
of the year, the directors of the Responsible Entity 
are not aware of any matter or circumstance not 
otherwise dealt with in their report or the fi nancial 
statements that has signifi cantly or may signifi cantly 
affect operations of the Trust, the results of those 
operations, or state of the Trust’s affairs in future 
fi nancial periods. The above matters have not 
been adjusted for in the fi nancial report as at 
31 December 2007.
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DIRECTORS’ DECLARATION

The directors of Rubicon Asset Management Limited as Responsible Entity of Rubicon America Trust (the 
Trust) declare that the fi nancial statements and notes set out on pages 48 to 102:

(i) comply with applicable Accounting Standards and AASB 134: Interim Financial Reporting, the 
Corporations Regulations 2001 and other mandatory professional reporting requirements; and

(ii) give a true and fair view of the Trust’s and consolidated entity’s fi nancial position as at
31 December 2007 and of their performance, as represented by the results of their operations and 
their cash fl ows, for the year ended on that date.

In the Directors’ opinion:

(a) the fi nancial statements and notes are in accordance with the Corporations Act 2001; and

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

 

Dated at Sydney this 29th day of February 2008.

Signed in accordance with a resolution of the directors:

 

Gordon Edward Christopher Fell
Chairman
Rubicon Asset Management Limited
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  PRICEWATERHOUSECOOPERS  
 ABN 52 780 433 757

 Darling Park Tower 2
 201 Sussex Street
 GPO BOX 2650
 SYDNEY NSW 1171
 DX 77 Sydney
 Australia
 www.pwc.com/au
 Telephone +61 2 8266 0000
 Facsimile +61 2 8266 9999

Independent auditor’s report to the unitholders of Rubicon America Trust

Report on the fi nancial report 

We have audited the accompanying fi nancial report of Rubicon America Trust (the trust), which comprises 
the balance sheets as at 31 December 2007, and the income statements, statements of changes in 
equity and cash fl ow statements for the year ended on that date, a summary of signifi cant accounting 
policies, other explanatory notes and the directors’ declaration for both Rubicon America Trust and the 
consolidated entity. The consolidated entity comprises Rubicon America Trust and the entities it controlled 
at the year end or from time to time during the fi nancial year.

Directors’ responsibility for the fi nancial.

The directors of Rubicon Asset Management Limited are responsible for the preparation and fair 
presentation of the fi nancial report in accordance with Australian Accounting Standards (including 
the Australian Accounting Interpretations) and the Corporations Act 2001. This responsibility includes 
establishing and maintaining internal control relevant to the preparation and fair presentation of the 
fi nancial report that is free from material misstatement, whether due to fraud or error; selecting and 
applying appropriate accounting policies; and making accounting estimates that are reasonable in the 
circumstances. In Note 1, the directors also state, in accordance with Accounting Standard AASB 101 
Presentation of Financial Statements, that compliance with the Australian equivalents to International 
Financial Reporting Standards ensures that the fi nancial report, comprising the fi nancial statements and 
notes, complies with International Financial Reporting Standards.

Auditor’s responsibility 

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

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

Liability limited by a scheme approved under Professional Standards Legislation
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internal control. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made by the directors, as well as evaluating the overall 
presentation of the fi nancial report.

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

For further explanation of an audit, visit our website http://www.pwc.com/au/fi nancialstatementaudit.

Our audit did not involve an analysis of the prudence of business decisions made by directors 
or management.

We believe that the audit evidence we have obtained is suffi cient and appropriate to provide a basis for 
our audit opinions. 

Independence

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

Auditor’s opinion on the fi nancial report

In our opinion:

(a) the fi nancial report of Rubicon America Trust is in accordance with the Corporations Act 2001, including:

 (i) giving a true and fair view of the trust’s and consolidated entity’s fi nancial positions as at 
 31 December 2007 and of their performance for the year ended on that date; and

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

(b) the fi nancial report also complies with International Financial Reporting Standards as disclosed
  in Note 1.

Signifi cant Uncertainty Regarding Continuation as a Going Concern

Without qualifying our opinion we draw attention to the basis of preparation of the fi nancial report set out 
in Note 1(a)(v) and events occurring after reporting date set out in Note 35. As at 31 December 2007, the 
consolidated entity’s current liabilities exceeded its current assets by $144,309,000. This condition, along 
with the matters described in notes 1(a)(v) and 35, indicate the existence of signifi cant uncertainties which 
cast signifi cant doubt about the trust’s and consolidated entity’s ability to continue as a going concern 
and whether the trust and its controlled entities will realise their assets and extinguish their liabilities in the 
normal course of business and at the amounts stated in the fi nancial report.

PricewaterhouseCoopers

JA Dunning
Partner
Sydney 29 February 2008
PricewaterhouseCoopers

INDEPENDENT AUDIT REPORT (CONTINUED) 



RUBICON AMERICA TRUST ANNUAL REPORT  2007 107

UNITHOLDER ANALYSIS



TOP 20 INVESTORS REPORT AS AT 29 FEBRUARY 2008
Largest 20 holders  Number of Units %of total units

01 RUBICON ASSET MANAGEMENT LIMITED <RUBICON STRATEGIC TST A/C> 46,056,227  11.42%

02 HSBC CUSTODY NOMINEES  (AUSTRALIA) LIMITED  27,218,995  6.75%

03 J P MORGAN NOMINEES AUSTRALIA LIMITED  24,973,433  6.19%

04 ANZ NOMINEES LIMITED <CASH INCOME A/C>  16,918,686  4.20%

05 NETWEALTH INVESTMENTS LIMITED <WRAP SERVICES A/C>  8,197,297  2.03%

06 NATIONAL NOMINEES LIMITED   7,578,346 1.88%

07 RBC DEXIA INVESTOR SERVICES AUSTRALIA NOMINEES PTY LIMITED  <MLCI A/C> 5,588,063  1.39%

08 COGENT NOMINEES PTY LIMITED   5,035,025  1.25%

09 A C F INVESTMENTS LTD   4,881,581  1.21%

10 MR STEVEN MICHAEL DUCHEN   4,200,000  1.04%

11 CITICORP NOMINEES PTY LIMITED   2,908,694  0.72%

12 MERRILL LYNCH (AUSTRALIA) NOMINEES PTY LIMITED  2,768,663  0.69%

13 RBC DEXIA INVESTOR SERVICES AUSTRALIA NOMINEES PTY LIMITED <BKCUST A/C> 2,364,000  0.59%

14 ADBO GROUP PTY LTD <ADBO UNIT A/C>  2,100,000  0.52%

15 MR PETER HUNT PRESCOTT SECRUITIES LIMITED  1,818,200  0.45%

16 FORTIS CLEARING NOMINEES P/L  <SETTLEMENT A/C>  1,782,886  0.44%

17 AVANTEOS INVESTMENTS LIMITED <AVANTEOS SUPER FUND NO 2 A/C> 1,541,486  0.38%

18 ACHERNAR PTY LIMITED <ACHERNAR A/C>  1,500,000  0.37%

18 GAMEDAY ENTERPRISES PTY LTD   1,500,000  0.37%

19 ADBO TRADING PTY LTD   1,395,000  0.35%

20 AUSTRALIAN EXECUTOR TRUSTEES LIMITED <NO 1 ACCOUNT>  1,297,875 0.32%

RANGE OF UNIT SUMMARY AS AT 29 FEBRUARY 2008
Range of holders Number of holders Number of Units  % of total units

1 to 1000  94  68,603   0.02

1001 to 5000  753  2,782,025   0.69

5001 to 10000  1,119  9,682,210   2.40

10001 to 100000  3,887  130,658,259   32.40

100001 and Over  373  260,087,370   64.49

Total  6,226  403,278,467   100.00

SUBSTANTIAL UNITHOLDER NOTICES TO 29 FEBRUARY 2008
  Date of change No of voting units %

Allco Finance Group1 22 February 2008 46,056,227 11.35

Australia New Zealand Banking Group Limited (ANZ) 9 July 2007 20,738,997 5.11

ING Australia holdings Limited and related companies 5 July 2007 21,060,504 5.19

1) On 7 March 2008, Allco Finance Group announced that it ceased to hold RAT units

UNITHOLDER ANALYSIS  (CONTINUED) 
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Rubicon Asset Management Limited (ACN 095 433 720) (Manager, Rubicon, we, our, us) is the responsible entity of 
Rubicon America Trust (RAT).

Investments in RAT are not deposits with or other liabilities of the Manager, or any Allco Finance Group company 
and are subject to investment risk, including possible delays in repayment and loss of income or principal invested. 
None of the Manager or any member company of the Allco Finance Group guarantees the performance of RAT or the 
repayment of capital from RAT or any particular rate of return.

This report does not contain investment advice nor is it an offer to invest in units of RAT. The report has been 
prepared without taking into account the personal objectives, fi nancial situation or needs of particular individuals. 
Before acting, we recommend potential investors speak to a fi nancial and/or other professional adviser.

Past performance information included in this report is not an indication of future performance.

Due care and attention have been exercised in the preparation of forecast information. However, forecasts by their 
nature are subject to uncertainty and contingencies and actual results may vary from any forecasts provided.

Rubicon is entitled to fees for acting in the capacity of responsible entity. Allco Finance Group Limited, its related 
bodies corporate and offi cers and directors of those entities, may hold units in RAT from time to time.

Rubicon Asset Management Limited
Level 2,
287-289 New South Head Road
Edgecliff, NSW 2027
Australia

Telephone 612 9302 2100

Email   www.rubiconasset.com.au 

Link Market Services Limited
Level 12
680 George Street
Sydney NSW 2000
Australia

Locked Bag A14
SYDNEY SOUTH NSW 1235 

Telephone 1800 812 642 (within Australia)
    612 8280 7423 (outside Australia)

Email  www.linkmarketservices.com.au

CORPORATE DIRECTORY

DESIGN: MONCHOCREATIVE.COM.AU
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