AUSTRALIAN MASTERS YIELD FUND NO 2 LIMITED
ABN 48 144 883 509

FOR THE HALF-YEAR ENDED 31 DECEMBER 2016

APPENDIX 4D — HALF-YEAR REPORT

(The previous corresponding period is the half-year ended 31 December 2015)

Results for announcement to the market

Half-year to Half-year to Change from Change from
31 December 2016 | 31 December 2015 previous period previous period
(%)
Revenue from ordinary $457,333 $1,056,641 Down $599,308 Down 56.72%
activities
Profit from ordinary activities $221,617 $858,496 Down $636,879 Down 74.19%
before tax attributable to
shareholders
Profit from ordinary activities $155,132 $600,947 Down $445,815 Down 74.19%
after tax attributable to
shareholders
Net profit for the period $155,132 $600,947 Down $445,815 Down 74.19%
attributable to shareholders
Basic earnings per share $0.36 $1.41 Down $1.05 Down 74.47%
Diluted earnings per share $0.36 $1.41 Down $1.05 Down 74.47%

Significant features of operating performance

The Company is currently invested in Australian fixed and floating income securities, with a total face value of
$6.9 million, all which are due to mature within 12 months of the balance date.

The profit of the Company for the half-year after providing for income tax amounted to $155,132 (2015:
$600,947). The net asset value of the Company at 31 December 2016 was $8,153,427 (30 June 2016:
$34,239,841). The net asset value per share at 31 December 2016 was $19.18 (30 June 2016: $80.55). The
decline in the Company’s profit was primarily driven by the reduction of the income producing assets of the
Company as financial investments matured..

The weighted average number of shares for the half-year was 425,102. The basic and diluted earnings per
share after tax was $0.36 (31 December 2015: $1.41).

Dividends and capital returns

During the half-year, the Company paid fully franked dividends of $0.50 per share on 18 August 2016 and
$0.05 per share on 30 November 2016. The total amount of the dividends paid was $212,551 and $21,255
respectively.

As approved by shareholders at the General Meeting held on 25 November 2015, the Company made its Third
and Fourth Capital Return of $37.66 per share and $23.52 on 18 August 2016 and 30 November 2016
respectively.




Results for announcement to the market (continued)
Explanation of operating activities

Revenue from ordinary activities of the Company for the half-year consists entirely of the Company’s
investment activities and is made up as follows:

31 December 2016 31 December 2015
Interest from investments in financial assets $374,734 $1,036,878
Interest from banks $82,599 $19,763
Revenue from operating activities $457,333 $1,056,641
31 Dec 2016 30 Jun 2016
$/share $/share
Net tangible assets per share 19.18 80.55
(After adjustment for tax)

Events subsequent to reporting date

On 31 January 2017, the Company announced an unfranked dividend payment of $1.20 per share which is
intended to be paid to shareholders on 3 March 2017.

On 15 February 2017, the Company announced a capital return of $16.85 per share, which represented the
Final Return of Capital approved by shareholders at the Annual General Meeting on 29 November 2016. The
capital return is intended to be paid to shareholders on 3 March 2017.

There has not been any other event of a material and unusual nature likely to significantly affect the operations
of the Company, the results of those operations, or the state of affairs of the Company, in future financial years.

Other information

This report is based on the Half-Year Financial Report which has been subject to review by an independent
auditor. The independent auditor’s review report forms part of the Half-Year Financial Report.

All documents comprise the information required by Listing Rule 4.2A.3.
Attachments forming part of Appendix 4D

Attachment 1 — Half-Year Financial Report, including Directors’ report.

Aoh

Hannah Chan
Company Secretary
23 February 2017
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Australian Masters Yield Fund No 2 Limited
Directors' report
31 December 2016

The directors present their report, together with the financial statements, on the Company for the half-year ended
31 December 2016.

Directors
The following persons were directors of the Company during the whole of the financial half-year and up to the date
of this report:

Mr Alexander MacLachlan — Non Executive Chairman
Mr Daryl Dixon — Non Executive Director
Mr Christopher Brown— Non Executive Director

Principal activities
The principal activity of the Company during the financial period was investing in Australian fixed and floating income
securities.

Review of operations
The profit for the Company after providing for income tax amounted to $155,132 (31 December 2015: $600,947).

The net asset value of the Company at 31 December 2016 was $8,153,427 (30 June 2016: $34,239,841). The net
asset value per share at 31 December 2016 was $19.18 (30 June 2016: $80.55). The decline in the Company’s profit
was primarily driven by the reduction of the income producing assets of the Company as financial investments
matured or were sold during the period with the proceeds being paid out as capital returns to investors.

The weighted average number of shares for the half-year was 425,102. The basic and diluted earnings per share after
tax was $0.36 (31 December 2015: $1.41).

Dividends
Dividends paid during the financial half-year were as follows:

31 December 31 December

2016 2015
$ $
Fully franked dividend of $0.64 per share paid on 18 August 2015 - 272,065
Fully franked dividend of $0.73 per share paid on 4 December 2015 - 310,324
Fully franked dividend of $0.50 per share paid on 18 August 2016 212,551 -
Fully franked dividend of $0.05 per share paid on 30 November 2016 21,255 -
233,806 582,389

Total dividends per share for the half-year ended 31 December 2016 was $0.55 (2015: $1.37). The tax rate at which
paid dividends have been franked is 30% (2015: 30%).

Matters subsequent to the end of the financial half-year
On 31 January 2017, the Company announced an unfranked dividend payment of $1.20 per share which is intended
to be paid to shareholders on 3 March 2017.

On 15 February 2017, the Company announced a capital return of $16.85 per share, which represented the Final
Return of Capital approved by shareholders at the Annual General Meeting on 29 November 2016. The capital return
is intended to be paid to shareholders on 3 March 2017.

No other matter or circumstance has arisen since 31 December 2016 that has significantly affected, or may
significantly affect the Company's operations, the results of those operations, or the Company's state of affairs in
future financial years.



Australian Masters Yield Fund No 2 Limited
Directors' report
31 December 2016

Auditor's independence declaration
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set

out immediately after this directors' report.

This report is made in accordance with a resolution of directors, pursuant to section 306(3)(a) of the Corporations
Act 2001.

On behalf of the directors

W —

Mr Alexander MacLachlan
Chairman

23 February 2017
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The Board of Directors

Australian Masters Yield Fund No 2 Limited
Level 15

100 Pacific Highway

NORTH SYDNEY NSW 2060

23 February 2017

Dear Board Members

Australian Masters Yield Fund No 2 Limited

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the following
declaration of independence to the directors of Australian Masters Yield Fund No 2 Limited.

As lead audit partner for the review of the financial statements of Australian Masters Yield Fund No 2
Limited for the half-year ended 31 December 2016, I declare that to the best of my knowledge and
belief, there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the
review; and

(ii) any applicable code of professional conduct in relation to the review.

Yours sincerely

Dia T To kol

DELOITTE TOUCHE TOHMATSU

Weng\W Ching
Partner
Chartered Accountants

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited
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Australian Masters Yield Fund No 2 Limited
Condensed statement of profit or loss and other comprehensive income
For the half-year ended 31 December 2016

Revenue

Expenses

Management and administration fees
Accounting and audit fees

Registry fees

Listing fees

Custody fees

Realised loss on disposal/redemption of assets
Other expenses

Profit before income tax expense
Income tax expense

Profit after income tax expense for the half-year attributable to the
shareholders of Australian Masters Yield Fund No 2 Limited

Other comprehensive income for the half-year, net of tax

Total comprehensive income for the half-year attributable to the shareholders

of Australian Masters Yield Fund No 2 Limited

Basic earnings per share
Diluted earnings per share

31 December 31 December

Note 2016 2015
$ $
4 457,333 1,056,641
12 (155,757) (149,309)
(14,722) (12,146)
(10,355) (10,004)
(5,075) (3,320)
(4,485) -
(33,975) -
(11,347) (23,366)
221,617 858,496
5 (66,485) (257,549)
155,132 600,947
155,132 600,947
Cents Cents
36.49 141.37
36.49 141.37

The above condensed statement of profit or loss and other comprehensive income should be read in conjunction with

the accompanying notes
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Australian Masters Yield Fund No 2 Limited
Condensed statement of financial position
As at 31 December 2016

Assets

Current assets

Cash and cash equivalents
Other receivables
Financial assets
Prepayments

Total current assets

Non-current assets
Financial assets

Deferred tax assets
Total non-current assets

Total assets

Liabilities

Current liabilities
Current tax liabilities
Other payables

Total current liabilities

Total liabilities

Net assets

Equity
Issued capital
Retained profits

Total equity

31 December
Note 2016 30 June 2016
S S

1,236,781 17,626,742

3,197 19,973
6 6,882,025 6,735,620
104,007 -

8,226,010 24,382,335

7 - 10,034,321
8 10,410 19,230

10,410 10,053,551

8,236,420 34,435,886

47,403 126,735
35,590 69,310
82,993 196,045

82,993 196,045

8,153,427 34,239,841

9 7,459,805 33,467,545
693,622 772,296

8,153,427 34,239,841

The above condensed statement of financial position should be read in conjunction with the accompanying notes
6



Australian Masters Yield Fund No 2 Limited
Condensed statement of changes in equity
For the half-year ended 31 December 2016

Balance at 1 July 2015

Profit after income tax expense for the half-year
Other comprehensive income for the half-year, net of tax

Total comprehensive income for the half-year

Transactions with shareholders in their capacity as shareholders:

Dividends paid (note 10)

Balance at 31 December 2015

Balance at 1 July 2016

Profit after income tax expense for the half-year
Other comprehensive income for the half-year, net of tax

Total comprehensive income for the half-year

Transactions with shareholders in their capacity as shareholders:

Capital returns paid
Dividends paid (note 10)

Balance at 31 December 2016

Issued Retained
capital profits Total equity
$ $ $
33,467,545 812,421 34,279,966
- 600,947 600,947
- 600,947 600,947
- (582,389) (582,389)
33,467,545 830,979 34,298,524
Issued Retained
capital profits Total equity
$ $ $
33,467,545 772,296 34,239,841
- 155,132 155,132
- 155,132 155,132
(26,007,740) - (26,007,740)
- (233,806) (233,806)
7,459,805 693,622 8,153,427

The above condensed statement of changes in equity should be read in conjunction with the accompanying notes
7



Australian Masters Yield Fund No 2 Limited
Condensed statement of cash flows
For the half-year ended 31 December 2016

Cash flows from operating activities
Interest received from investments
Interest received from banks
Management fees paid

Payments to suppliers

Net tax paid

Net cash (used in)/from operating activities

Cash flows from investing activities
Proceeds from disposal/redemption of investments

Net cash from investing activities
Cash flows from financing activities
Capital returns paid

Dividends paid

Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial half-year

Cash and cash equivalents at the end of the financial half-year

31 December 31 December
Note 2016 2015

$ $

228,674 901,281

99,704 20,281
(223,235)  (223,883)
(133,410) (65,834)
(120,148)  (237,739)

(148,415) 394,106

10,000,000 -

10,000,000 -
9 (26,007,740) -
10 (233,806)  (582,389)

(26,241,546)  (582,389)

(16,389,961)  (188,283)
17,626,742 1,889,836

1,236,781 1,701,553

The above condensed statement of cash flows should be read in conjunction with the accompanying notes
8



Australian Masters Yield Fund No 2 Limited
Notes to the condensed financial statements
31 December 2016

1. General information

The financial statements cover Australian Masters Yield Fund No 2 Limited ("the Company") as an individual entity.
The financial statements are presented in Australian dollars, which is the Company's functional and presentation
currency.

The Company is a listed public company limited by shares, incorporated and domiciled in Australia.

The financial statements were authorised for issue, in accordance with a resolution of directors, on 23 February
2017.

2. Significant accounting policies

These general purpose financial statements for the interim half-year reporting period ended 31 December 2016 have
been prepared in accordance with Australian Accounting Standard AASB 134 'Interim Financial Reporting' and the
Corporations Act 2001, as appropriate for for-profit oriented entities. Compliance with AASB 134 ensures compliance
with International Financial Reporting Standard IAS 34 'Interim Financial Reporting'.

These general purpose financial statements do not include all the notes of the type normally included in annual
financial statements. Accordingly, these financial statements are to be read in conjunction with the annual report for
the year ended 30 June 2016 and any public announcements made by the Company during the interim reporting
period in accordance with the continuous disclosure requirements of the Corporations Act 2001.

The principal accounting policies adopted are consistent with those of the previous financial year and corresponding
interim reporting period, unless otherwise stated.

New or amended Accounting Standards and Interpretations adopted

The Company has adopted all of the new and revised Accounting Standards and Interpretations issued by the
Australian Accounting Standards Board (‘AASB’) that are relevant to their operations and effective for the current
half-year.

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early
adopted.

The adoption of these Accounting Standards and Interpretations did not have any significant impact on the financial
performance or position of the Company.

The following new and revised Standards and Interpretations have been adopted in the current period and, where
applicable, only affect disclosure and presentation in this financial report.

- AASB 2015-1 'Amendments to Australian Accounting Standards - Annual Improvements to Australian Accounting
Standards 2012-2014 Cycle'

- AASB 2015-2 '"Amendments to Australian Accounting Standards - Disclosure Initiative: Amendments to AASB 101’
The adoption of the above standard had no material impact on the half-year financial statements.

3. Operating segments

The Company is engaged in investing activities conducted in Australia and derives its income from income securities,
predominantly fixed and floating interest financial assets.



Australian Masters Yield Fund No 2 Limited
Notes to the condensed financial statements
31 December 2016

4. Revenue
31 December 31 December
2016 2015
S S
Interest received from investments 374,734 1,036,878
Interest received from banks 82,599 19,763
Revenue 457,333 1,056,641

5. Income tax expense

31 December 31 December

2016 2015
$ $
The components of tax expense comprise:
Current tax 57,665 254,864
Deferred tax 8,820 2,685
66,485 257,549

6. Current assets - Financial assets

31 December
2016 30 June 2016
S S

Investments in financial assets - at amortised cost 6,882,025 6,735,620

Refer to note 11 for further information on fair value measurement.

The above investments are bonds which will mature within 6 months from reporting date. On 15 February 2017, the
Company announced a capital return of $16.85 per share, which represented the Final Return of Capital approved by
shareholders at the Annual General Meeting on 29 November 2016. The capital return is intended to be paid to
shareholders on 3 March 2017.

7. Non-current assets - Financial assets

31 December
2016 30 June 2016

$ $

Investments in financial assets - at amortised cost - 10,034,321

Refer to note 11 for further information on fair value measurement.

10



Australian Masters Yield Fund No 2 Limited

Notes to the condensed financial statements

31 December 2016

8. Non-current assets - Deferred tax assets

Deferred tax asset comprises temporary differences attributable to:

Amounts recognised in profit or loss:
Other

Deferred tax asset

9. Equity - Issued capital

Ordinary shares - fully paid

Movements in ordinary share capital

Details

Balance

Third Return of Capital of $37.66 per share
Fourth Return of Capital of $23.52 per share

Balance

10. Equity - Dividends

31 December

31 December
2016 30 June 2016

$ $
10,410 19,230
10,410 19,230

31 December

2016 30 June 2016 2016 30 June 2016
Shares Shares S S
425,102 425,102 7,459,805 33,467,545
Date Shares S
1July 2016 425,102 33,467,545
18 August 2016 - (16,009,340)
30 November 2016 - (9,998,400)

31 December 2016

Dividends paid during the financial half-year were as follows:

Fully franked dividend of $0.64 per share paid on 18 August 2015
Fully franked dividend of $0.73 per share paid on 4 December 2015
Fully franked dividend of $0.50 per share paid on 18 August 2016
Fully franked dividend of $0.05 per share paid on 30 November 2016

425,102 7,459,805

31 December 31 December

2016 2015
$ $
- 272,065
- 310,324
212,551 -
21,255 -
233,806 582,389

Total dividends per share for the half-year ended 31 December 2016 was $0.55 (2015: $1.37). The tax rate at which
paid dividends have been franked is 30% (2015: 30%).

11. Fair value measurement

The fair value of financial assets and financial liabilities approximates their carrying amounts at the reporting date.

11



Australian Masters Yield Fund No 2 Limited
Notes to the condensed financial statements
31 December 2016

12. Related party transactions

Directors
The names of persons who were directors of the Company at any time during the half-year and to the date of these
financial statements are:

Mr Alexander MaclLachlan — Non Executive Chairman
Mr Daryl Dixon — Non Executive Director
Mr Christopher Brown — Non Executive Director

Transactions between related parties are on normal commercial terms and conditions unless otherwise stated and
are as follows:

Walsh & Company Asset Management Pty Ltd
Mr Alexander Maclachlan is a Director of the Company and of the Manager, Walsh & Company Asset Management
Pty Limited (“the Manager”).

The Manager is entitled to receive a management fee of 0.59% (excluding GST) per annum of the Value of the
Portfolio. During the half-year ended 31 December 2016, Walsh & Company Asset Management Pty Limited was paid
in advance an annual management fee of $223,234 (2015: $223,883), inclusive of GST. Of the total management fee,
$104,007 (2015: $104,309) is included in prepayments at 31 December 2016.

Australian Fund Accounting Services Pty Limited
Australian Fund Accounting Services Pty Limited, a wholly-owned subsidiary of Dixon Advisory Group Limited, the
parent of the Manager, provides fund administration services under an agreement with the Manager. These services

include net asset valuation, management accounting, statutory reporting, capital management and taxation.

Total fund administration fees paid or payable for the half-year ended 31 December 2016 were $45,000 (31
December 2015: $45,000), exclusive of GST.

13. Contingent liabilities and capital commitments
No material amounts of contingent liabilities or capital commitments exist at balance date.
14. Events after the reporting period

On 31 January 2017, the Company announced an unfranked dividend payment of $1.20 per share which is intended
to be paid to shareholders on 3 March 2017.

On 15 February 2017, the Company announced a capital return of $16.85 per share, which represented the Final
Return of Capital approved by shareholders at the Annual General Meeting on 29 November 2016. The capital return
is intended to be paid to shareholders on 3 March 2017.

No other matter or circumstance has arisen since 31 December 2016 that has significantly affected, or may

significantly affect the Company's operations, the results of those operations, or the Company's state of affairs in
future financial years.

12



Australian Masters Yield Fund No 2 Limited
Directors' declaration
31 December 2016

In the directors' opinion:

e the attached financial statements and notes thereto are in accordance with the Corporations Act 2001,
including compliance with the Accounting Standards;

e the attached financial statements and notes give a true and fair view of the Company's financial position as at
31 December 2016 and of its performance for the financial half-year ended on that date; and

e there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
become due and payable.

Signed in accordance with a resolution of directors made pursuant to section 303(5)(a) of the Corporations Act 2001.

On behalf of the directors

Mr Alexander MaclLachlan
Chairman

23 February 2017
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Independent Auditor’'s Review Report to the members of Australian Masters Yield
Fund No 2 Limited

We have reviewed the accompanying half-year financial report of Australian Masters Yield Fund No 2 Limited,
which comprises the condensed statement of financial position as at 31 December 2016, and the condensed
statement of profit or loss and other comprehensive income, the condensed statement of cash flows and the
condensed statement of changes in equity for the half-year ended on that date, notes comprising a summary
of significant accounting policies and other explanatory information, and the directors’ declaration as set out
on pages 5 to 13.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the company are responsible for the preparation of the half-year financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for
such internal control as the directors determine is necessary to enable the preparation of the half-year
financial report that gives a true and fair view and is free from material misstatement, whether due to fraud
or error.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of a
Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on the basis
of the procedures described, we have become aware of any matter that makes us believe that the half-year
financial report is not in accordance with the Corporations Act 2001 including: giving a true and fair view of
Australian Masters Yield Fund No 2 Limited’s financial position as at 31 December 2016 and its performance
for the half-year ended on that date; and complying with Accounting Standard AASB 134 Interim Financial
Reporting and the Corporations Regulations 2001. As the auditor of Australian Masters Yield Fund No 2
Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the
annual financial report.

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

Auditor’s Independence Declaration

In conducting our review, we have complied with the independence requirements of the Corporations Act
2001. We confirm that the independence declaration required by the Corporations Act 2001, which has been
given to the directors of Australian Masters Yield Fund No 2 Limited, would be in the same terms if given to
the directors as at the time of this auditor’s review report.

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited
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Deloitte

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe
that the half-year financial report of Australian Masters Yield Fund No 2 Limited is not in accordance with the
Corporations Act 2001, including:

(a) giving a true and fair view of the company’s financial position as at 31 December 2016 and of its
performance for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001.

Doty Tosels Tohuadiw

DELOITTE TOUCHE TOHMATSU

-

Weng\W Ching

Partner

Chartered Accountants
Sydney, 23 February 2017
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