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PRIMARY SECURITIES £ TD
DIRECTORS’ REPORT

Your Directors present their report together with the financial statements of the Company for the
financial year ended 30 June 2009,

Directors

The names of persons holding the position of Director of the Company and their qualifications, during
the financial year and up to the date of this report, are:-

Anne Thoume, B.Tec - MBA

Anne Thoume is the Chair of Primary Securities Ltd. She has extensive experience in the commerce,
banking and frustee industries. Beginning as a trust officer, and moving into management of Unit
Trusts, she has acted as both Manager - Trust and Corporate and Company Secretary of a major
international bank. Anne has also worked as a senior executive with Perpetual Trustees (WA) Limited
and as General Manager of a Singaporean Trust company. As a former Director of Professional
Funds Management Pty Ltd, Anne was responsible for the day to day operations and administration of
that company's trustee and corporate service division. Anne is also the Chair of Primary Compass
Ltd and Australian Growth Managers Limited, two other responsible entities within the Primary Group

Directors’ meetings attended: 8 of 8
Robert Garton Smith, LLB, B.Com, GDipFinPlanning {Sec Inst); F Fin

Robert Garton Smith is the Managing Director of Primary Securities Ltd and has been its key person
in relation to managed investments since incorporation. He has degrees in law, commerce and
financial planning and is a legal practitioner as well as being a Fellow of the Financial Services
Institute of Australia. He is a member of the Law Society of Western Australia, and the Australian
Compliance Institute.

He has worked in the area of managed investments since preparing Australia’s first feature film
prospectus in 1981. He has prepared and overseen dozens of managed investment schemes relating
to film, forestry, viticuiture, horticulture, manufacturing, equities and real estate, but also prepared
share, debenture stock and unsecured notes issues. Robert Garton Smith has practised law since
1970 and is admitted as a practitioner in Western Australia, the federal courts, New South Wales and
in England and Waies. He remains the principal of the corporate and commercial law practice Garton
Smith & Co, which now has small practice advising in relation to managed investments, corporate,
real estate and intellectual property. Robert is also the Chair of Primary Compass Ltd and Australian
Growth Managers Limited, two other responsible entities within the Primary Group

He is a director of two unlisted pubic technology companies
Directors’ meetings attended — 8 of 8

Brian Miflmore, B.Ec. GDipAppFin(Sec Inst}, F Fin, PNA

Brian Millmore is a compliance professional specialising in the banking, funds management and
financial planning industries. He has substantial experience in dealing with regulatory compliance
issues, implementing and managing compliance plans and systems and the development and
management of managed funds in both superannuation and unit trusts. Brian is a graduate in
Economics and holds a Graduate Diploma in Applied Finance and Investment and diplomas in
accounting and company secretarial practice

Directors’ meetings attended — 8 of 8



PRIMARY SECURITIES LTD
DIRECTORS’ REPORT

Directors (Cont.)

Anthony Treadgold B Com CPA

Anthony Treadgold began his career in professicnal accounting after completing his degree at the
University of Western Australia, firstly with Deloittes and later with Arthur Andersen. He specialised in
business start ups and work outs and moved to London and later Hong Kong. Anthony returned to
Australia after 8 years overseas and joined the Bank of Boston to start up a new Merchant Bank

operation in Perth. He developed expertise in tax effective financing and innovative financial solutions
for business.

In recent years Anthony has developed vineyards in the south west of Western Australia and followed
his love of wine into production of super premium wines on a modest commercial scale. Anthony is an
executive director, being the analyst and financial controller of the Responsible Entity. He also holds

directorships in other companies involved in managed investment schemes and in technology
companies.

Directors’ meetings attended — 7 of 8

Other resolutions passed by minute of the directors: 5

Company Secretary

Barbara Boyd BA (Hons), FCIS

Barbara Boyd was elected an associate member of the Institute of Chartered Secretaries and
Administrators (UK} in 1983 and became a Fellow in 1990. She has held various company secretarial
positions including lecturing in Company Secretarial Practice at Curtin University of Technoclogy
Review of operations

The principal activity of the Company is to act as a Responsible Entity, pursuant to an Australian
Financial Services License for issued by the ASIC, for primary industry based and other managed

investment schemes.

The Company has continued or commenced to act as a Responsible Entity for the following active
managed investment schemes.

Viento Kangaroo Islands Plantations 2002 ARSN 095 697 591
Cool Climate Apricot Project ARSN 118 011
Moora Citrus Project ARSN 119 497 675

Compass Hotel Group Trust ARSN 128 197 197 (until the change of responsible entity to Primary
Compass Ltd on 16™ September 2009)

Clarion All Suites Hotel Broadwater ARSN 093 257 240 (in the process of winding up)

Likely developments

The Company continues to explore opportunities to expand the number and type of schemes.



Operating results

The operating profit of the Company for the year ended 30 June 2009 (after income tax) amounted to
$ 135,188 (2008: $192,739).

Dividends

In respect of the year ended 30 June 2002 an interim dividend of $200,000 was paid over the course
of the financial year ending 30 June 2009.

The Directors recommend the payment of a dividend in relation to the year ended 30 June 2009 of
$135,188 being the undistributed balance of accumulated after tax profits as at 30 June 2009.

Options

No options over issued shares or interests in the Company were granted during or since the end of
the financial year and there were no options outstanding at the date of this report.

Indemnifying officers or auditor

During the year the Company paid premiums to insure directors and officers of the Company. The
insurance contract specifically prohibits disclosure of the nature of the insured liabilities and of the
premium in respect of this palicy.

Significant changes in the state of affairs

No transaction or event of a material nature has occurred which is 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.

Until 1% November 2008, the company controlled two other responsible entities, Australian Growth
Managers Ltd {AGML) and Primary Compass Ltd (PCL). As of 1% November 2008, the company and
other responsible entities became sister companies, that is, they all became subsidiaries of a common
holding company, Primary Consolidated Pty Ltd (PCP). The uitimate holding company of the Primary
group is Leawell Pty Ltd as trustee for Robert Garton Smith's family trust.

A further subsidiary of PCP, Primary Managers Pty Ltd now employees all staff within the Primary
group effective 1 November 2008, pays all expenses for the other companies in the group and
receives reimbursements and fees for this service.

During the year the Company's share capital was reduced from $250,000 to $50,000 and then
increased to $100,000 to reflect the needs of the company.  Following the change of responsible
entity of the Compass Hotel Group Trust from the Company to Primary Compass Ltd, on 16™
September 2008, the eligible undertaking to the Company from St George Bank was cancelled and a
new eligible undertaking was provided by St George Bank to Primary Compass Ltd.

Events subsequent to balance date
Since 30 June 2009 no transaction or event of a material nature has occurred which is 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.



Proceedings on behalf of the Company

Northern Tropical Timber Group

The Company commenced an action in the Supreme Court of Western Australia against two companies
in the Northern Tropical Timbers Group (NTT) for declarations, indemnities and other orders in relation
to NTT Mahogany Project and NTT Mahogany Project 2006-2008. A deed of release was exacuted by
the new responsible entity of the NTT projects and NTT and the Company terminated the action. In
accordance with the Deed the Company paid, on behalf of growers to the new responsible entity of the
NTT projects, the various amounts it had withheld from the management fee payable to the managers of
the respective schemes.

Environmental Forest Farms Management Ltd

In 2008, the Company commenced two actions in the Federal Court of Australia against Environmental
Forest Farms Management Ltd for declarations and other orders for misleading and deceptive conduct
under Corporations Act and in the second action also against E.F.F. Ltd and their directors and seeking
damages for defamation. These actions have been seftied on the basis that all parties release each
other from all clairns, and as a consequence the actions have been dismissed by order or discontinued,
but the defendants have refused to execute a deed of settlement setting out the agreed terms of

settlement.

No' person has applied for leave of Court to bring proceedings on behalf of the Company or intervene in
any proceedings to which the Company is a party for the purpose of taking responsibility on behalf of the
Company for all or any part of those proceedings.

Otherwise, the Company was not a party to any proceedings during the year.

Auditors Independence Declaration

Our auditor, RSM Bird Cameron Partners, has provided the Board of Directors with an independence
declaration in accordance with section 307C of the Corporations Act 2001. The independence
declaration is included within the financial statements.

Signed for and on befialf of'the Board on the 30™ day of September 2009.

obertGarton S]mith — Managing Director



RSM Bird Cameron Partners

Chartered Accountants

8 St Georges Terrace Perth WA 6000
GPO Box R1253 Perth WA 6844

T+61 89267 9100 F +61 8 9261 9101
www.rsmi.com.au

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF
PRIMARY SECURITIES LIMITED

We have audited the accompanying financial report of Primary Securities Limited (“the company™), which
comprises the balance sheet as at 30 June 2009, and the income statement, statement of changes in equity and
cash flow statement for the vear ended on that date, a summary of significant accounting policies, other
explanatory notes and the directors' declaration.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Act 2001, This responsibility includes establishing and maintaining internal contrel relevant to the
preparation and fair presentation of the financial report that is free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances. In Note 1 to the Financial Statements, 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 financial report, comprising the
financial statements and notes, complies with International Financial Reporting Standards.

Auditor's Responsibility

Cur responsibility is.to express an opinion on the financial 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 financial report is free from material misstatement.

An gudit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on the auditor's judgement, including the assessment of the
risks of material misstatement of the financial 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
financial 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 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 financial report,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

5
Liability limited by a Major Offices in: RSM Bird Cameron Partners is an
scheme approved under Perth, Sydney, Melbourne, independent member firm of RSM oo
Professicnal Standards Adelaide and Canberra Intemational, an affiiation of independent Cogareen

Legistation ABN 36 965 185 0386 acceunting and consufting firms. ]




Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.
Auditor’s Opinion
In our opinion:

(a) the financial report of Primary Securities Limited is in accordance with the Corporations Act 2001,
including:

(i} giving a true and fair view of the company's financial position as at 30 June 2009 and of its
performance for the year ended on that date; and

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

(b) the financial report also complies with International Financial Reporting Standards as disclosed in Note 1 to
the financial statements.

Perth, WA
Dated: 30 September 2009




PRIMARY SECURITIES LTD
DIRECTORS’ DECLARATION

The Directors declare that the financial statements and notes to the financial statements are in
accordance with the Corporations Act 2001 and:

(a) comply with Accounting Standards, other mandatory professional reporting requirements and the
Corporations Regulations 2001; and

{b} give a true and fair view of the Company's financial position as at 30 June 2009 and of its
performance, as represented by the results of its operations and its cash flows for the financial
year then ended.

In the Directors opinion there are reasonable grounds to believe that the Company will be able to pay its

debts as and when they fall due and payable.

This declaration is made in accordance with a resolution of the Board of Directors:

RobertAsarton Smith — Managing Director
this 30" day of September 2009




PRIMARY SECURITIES LTD
INCOME STATEMENT

For the year ended 30 June 2009

Note Economic Entity Parent Entity
31 October 30 June 30 June 30 June
2008 2008 2009 2008
$ $ $ $
Revenue 2 765,273 1,781,323 765,273 1,781,323
Total revenue 765,273 1,781,323 765,273 1,781,323
Administration expenses (344,648) (864,348} {371,460) {864,348)
Employee benefits expense {178,792) (578,170} {178,792) {578,170)
Directors’ fees - (14,403) {55,412} {14,403) (55,412)
Profit before income tax expense 227,432 283,393 200,618 283,393
Income tax expense 4 (65,430) (90,654) {65,430) (90,654)
Profit after related income tax expense 162,002 192,739 135,188 192,739

The accompanying notes form part of these financial statements



CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Financial assets

Other current assets

TOTAL CURRENT ASSETS
NON CURRENT ASSETS

Plant and equipment

TOTAL NON CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
Current tax liabilities

Revenue received in advance
TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY

Contributed equity
Retained earnings

TOTAL EQUITY

PRIMARY SECURITIES LTD

BALANCE SHEET

As at 30 June 2009

Notes

17{a)
5

6
7

13

i1

Economic Entity

Parent Entity

31 Oct 30 June 30 June 30 June
2008 2008 2009 2008
$ $ $ $
175,561 606,488 2,800 381,323
190,970 511,002 5,320 511,002
- 28,000 - 78,050
- 45,460 101,864 45,460
366,531 1,190,950 110,074 1,015,835
33,510 36,850 25,422 36,850
33,510 36,850 25,422 36,850
400,041 1,227,800 135,496 1,052,685
87,731 794,875 - 619,760
40,342 50,289 40,342 50,289
- 72,670 - 72,670
128,073 917,834 40,342 742,719
128,073 917,834 40,342 742 719
271,968 309,966 05,154 309,966
250,000 250,000 100,000 250,000
21,068 59,966 (4,846) 59,966
271,068 309,066 95,154 309,966

The accompanying notes form part of these financial statements



PRIMARY SECURITIES LTD

STATEMENT OF CHANGES IN EQUITY

For the year ended 2009

ECONOMIC ENTITY

Balance at 1 July 2007

Profit/{loss) from ordinary activities after
related income tax expense

Dividends paid

Decrease in share capital

Share capital issued

Balance at 30 June 2008

Balance at 1 July 2008
Profit from after income tax
Dividends paid

Balance at 30 June 2009

PARENT ENTITY

Balance at 1 July 2007
Profit/(loss) from ordinary activities after

related income tax expense
Dividends paid

Decrease in share capital
Share capital issued

Balance at 30 June 2008

Balance at 1 July 2008

Profit after income tax
Dividends paid

Decrease in share capital
Share capital issued

Balance at 30 June 2009

Share Retained Earnings Total
Capital $ $
{Ordinary
shares)
$
200,000 84,821 284,821
- 192,739 192,739
- (217,594) (217,594)
(500,000) - (500,000)
550,000 - 550,000
250,000 59,966 308,966
250,000 59,966 309,966
- 162,002 162,002
- {200,000) (200,000)
250,000 21,068 271,968
Share Retained Earnings Total
Capital $ $
{Ordinary
shares)
$
200,000 84,821 284,821
- 102,739 192,739
- (217,594) (217,594)
{500,000) - (500,000)
550,000 550,000
250,000 59,966 300,966
250,000 59,966 309,066
135,188 135,188
{200,000) (200,000)
(200,000} - {200,000)
50,000 - 50,000
100,000 (4,846) 85,154

The accompanying notes form part of these financial statements

10



PRIMARY SECURITIES LTD

CASH FLOW STATEMENT

For the year ended 30 June 2009

CASH FLOWS FROM OPERATING
ACTIVITIES

Receipts from customers

Payments to suppliers and employees
Interest received

Income fax paid

Net cash flows from / {used) in operating
activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Payments for fixed assets

Payments for investments

Proceeds from the sale of investments

Net cash flows (used) inffrom investing
activities

CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from issue of shares
Payments for capital reduction
Proceeds from capital reduction
Dividends paid
Net cash flows in  financing
activities

{used)

Net increase / (decrease} in cash held

Cash held at the beginning of the period

Cash held at the end of the period

Economic Entity

Parent Entity

Note 31 October 2008 2009 2008
2008 $ $ $
$
574,303 1,781,323 631,639 1,781,323
(758,791)  (1,460,667) (663,683)  (1,449,190)
5,271 30,000 5,271 30,000
{65,430) {62,394) (65,430) (62,394)
17(b)  (244,647) 288,262 (92,203) 299,739
- (16,735) - (16,735)
- (28,000) - (78,000)
13,720 - 13,772 -
13,720 (44,735) 13,772 {94,735)
- 550,000 50,000 550,000
- (500,000) (200,000) (500,000
- 49,008
{200,000) (217,594) (200,000} (217,594)
{200,000) (167,594) (300,002) (167,594)
(430,927) 75,933 {378,433) 37,410
606,488 530,555 381,323 343,813
17(a) 175,561 606,488 2,890 381,323

The accompanying notes form part of these financial statements
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PRIMARY SECURITIES LTD
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 June 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance
with Australian Accounting Standards, Australian Accounting Interpretations, other authoritative
pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001.

The financial report covers the economic entity of Primary Securities Ltd and controlled entities,
and Primary Securities as an individual parent entity. Primary Securities Ltd is an unlisted public
company, incorporated and domiciled in Austraiia.

The financial report of Primary Securities and controlled entities, and Primary Securities as an
individual parent entity comply with all Australian Accounting Standards, which include the
Austratian equivalents to International Financial Reporting Standards (AIFRS). Compliance with
AIFRS ensures the compliance with International Financial Reporting Standards (IFRS).

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

Basis of Preparation

Australian Accounting Standards set out accounting paolicies that the AASB has concluded would
result in a financial report containing relevant and reliable information about transactions, events
and conditions. Compliance with Australian Accounting Standards ensures that the financial
statements and notes also comply with Infernational Financial Reporting Standards. Material
accounting policies adopted in the preparation of this financial report are presented below and
have been consistently applied unless otherwise stated.

The financial report has been prepared on an accruals basis and is based on historical costs,
modified, where applicable, by the measurement at fair value of selected non-current assets,
financial assets and financial liabilities.

Accounting Policies

The Company has recorded in respect of the year ended 30 June 2008, an operating
profit of $135,188 (2008: $192,739), net cash used in operating activities of $92,203
{2008 net cash from operating activities of $299,739), cash used in financing activities of
$300,002 (2008: $167,594) and a closing cash balance of $2,098 {2008: $381,323). The
Company plans to declare an interim dividend of $162,002, being the current year profits.
After consideration of these financial conditions, the Directors have assessed the
following matters in relation to the adoption of the going concern basis of accounting by
the Company:

s The Primary group was restructured on 1 November 2008, as disclosed in
Note 20. As part of the restructuring process, a new company, Primary
Managers Pty Ltd, was formed.

* Asdisclosed in Nofes 14(d) and 20, Primary Managers Pty Lid, under the
lending agreement, will provide the services of its staff and resources to the
Company, pay all the Company’s expenses and meet the debts of the
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