HENLEY BROOK SYNDICATE
ARSN 114 592 040
ABN 83 848 124 457

FINANCIAL REPORT

FOR THE YEAR ENDED

30 JUNE 2019




HENLEY BROOK SYNDICATE
ARSN 114 592 040

CONTENTS

Page
Review of Operations 2
Responsible Entity Report 4
Statement of Profit or Loss & Other Comprehensive Income 7
Statement of Financial Position 8
Statement of Changes in Net Assets Attributable to Unit Holders 9
Statement of Cash Flows 10
Notes to the Financial Statements ' 11
Directors' Declaration 27
Auditor's Independence Declaration 28

independent Auditor's Report 29




HENLEY BROOK SYNDICATE
ARSN 114 592 040

REVIEW OF OPERATIONS
FOR THE YEAR ENDED 30 JUNE 2019

The Henley Brook Syndicate (the Syndicate) was registered by the Australian Securities and Investments
Commission as a registered Managed Investment Scheme under the Corporations Act 2001 on 17" June
2005.

Commencing on the 22 December 2005 following the acquisition of jots 349 and 350 Park Road, Henley
Brook, Western Australia the Syndicate plans to develop 580 residential [ots on the estate.

The properties owned by the Syndicate were independently valued as 30th June 2019 for $16,928,000
excluding GST.

The Syndicate has completed development of stages 1 to 10. The last stage developed, stage 10,
produced 56 lots in various sizes and categories. Stage 9 has achieved sales of 61 lots and settlement of
58 lots have been completed. Stage 10 has achieved sales of 44 lots with 18 settlements. These details
are as at the 30" June 2019,

Planning for Stage 11 and the Commercial site has commenced. Development will depend on City of
Swan approvals. These approvals are expected by October 2019. The development is planned to
commence toward the end of the 2019 calendar year.

The supervisor has entered into an agreement to develop a medical centre and grocery outlet on the
estate. The risk is with the appiicant to have the necessary rezoning completed and to undertake the
development.

The WAPC have approved the zoning however the area available for development has been reduced
making the project sub commercial. Plans are with the City of Swan for additional Gross Lettable Area. If
this application is unsuccessful it may prejudice the development.

The construction of a Commercial Centre will overcome a negative for buyers in the estate in that the
nearest facility for shopping and medical services is approximately 6 kilometres from the estate.

The management team believes that the establishment of services in the estate will enhance the project
increase the rate of sale and potentially the pricing of the lots. In the process of advertising the original
proposal there was significant support from the community for the proposed development.

Further discussion with the community in the area confirms the strong support for the project recognising
the benefit to the community.

The WA state government has advised that a new primary school will be built on the south side of Palfrey
Street for the 2021 school year. This will further enhance the project as primary school chiidren wili be
able to walk or ride to the new school.

included in the master plan for the suburb of Brabham is the major oval and sporting ground alongside
the primary school. We are endeavouring to have this facility built as soon as possible.

Qutlook

The market for residential properties continues to be very difficult in the WA market. Statistics show that
quarterly sales of residential lots are running at circa 1,000 per quarter down from 3,500 per quarter in
normal market conditions such as 2013,

The estate is in a good catchment area with a number of strong projects in the immediate vicinity. That
ensures we have a steady flow of interested buyers visiting the estate. A sales office and associated
support facilities has been completed to improve the sales process. The web site has been upgraded and
is now more user friendly. Social and community activity continues and will be supported further in the
coming summer months.

The new primary school together with the sports fields and hopefully the commercial centre will increase
the attraction of our estate and with it assist with sales and selling prices.

_2.




HENLEY BROOK SYNDICATE
ARSN 114 592 040

REVIEW OF OPERATIONS
FOR THE YEAR ENDED 30 JUNE 2019

The state government is supporting the new housing market with first home buyer finance and the current
reduction in interest rates are seen as supportive of growth in new housing. A number of new mining
projects have been announced and the high gold price should add to the growth of Western Australia and
demand.

A corporate developer has purchased a 20 hectare parcel to the immediate west of this estate. The
purchase price was significantly higher than our cost of land. This new estate has the potential to attract
home buyers to our estate and may enable repricing of the lots.

All these factors suggest an improved outlook for the new housing market and this Syndicate.




HENLEY BROOK SYNDICATE
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RESPONSIBLE ENTITY REPORT
FOR THE YEAR ENDED 30 JUNE 2019

Repbrt by Directors of the Responsible Entity

The Directors of Primary Securities Ltd {(ABN 96 089 812 635), the Responsible Entity of Henley Brook
Syndicate (“the Syndicate”), present their report together with the Financial Report of the Syndicate for the
year ended 30 June 2019 and the auditor’s report thereon.

Responsible Entity

Primary Securities Ltd (“the Responsible Entity”) has been the responsible entity since 15 June 2012,

The Directors of Primary Securities Ltd in office at any time during or since the end of the period are:

Raobert Garton Smith

Natasha Olsen appointed 16" October 2018
lan Murchison resigned 8" March 2019
David Butterfield

The registered office of the Responsible Entity is 3 Shuffrey Street, Fremantie, WA 6160.

Principal Activities

The Syndicate is a registered managed investment scheme domiciled in Australia. The Syndicate owns
Lots 349 and 350 Park Road, Henley Brook, Western Australia (the Property).

The Property is to be subdivided into residential lots and a commercial lot to be progressively completed
and sold over the next three to four years.

The Syndicate has no employees.
Operating Results

The Syndicate made a net profit of $38,127 (2018 $629,978) for the year ended 30 June 2019 from
continuing operations.

There were no distributions paid or payable in respect of the financial year.
Review and resulis of operations

The review of operations for the year ended 30 June 2019 is discussed in the Responsible Entity Report
contained on page 2 of this report.

Units on Issue

The movement of the units on issue of the Syndicate for the year was as follows:

2019 2018
Units on issue as at 30 June 11,000,000 11,000,000
Value of the Syndicate’s net assets as at 30 June $14,919,144 $14,881,017

The basis for the valuation of the Syndicate’s assets is disclosed in Note 1 fo the financiai statements.




HENLEY BRCOK SYNDICATE
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RESPONSIBLE ENTITY REPORT
FOR THE YEAR ENDED 30 JUNE 2019

Interests of the Responsible Entity and Associates

The Responsible Entity and its associates did not hold any units in the Syndicate as at 30 June 2019,

Fees paid to the Responsible Entity

There were the following fees paid or payable to, Primary Securities Ltd (Responsible Entity) out of
Syndicate property during the financial year. Upon the appointment of Primary Securities Ltd, Appian

Properties Pty Ltd is responsible for payment of the Responsible Entity fees. The entity fees were $69,469
2019 and $69,469 for 2018.

2019 2018
$ $

Appian Properties Pty Lid
Supervisory fees 253,972 352,096

Primary Securities Lid was appointed as Responsible Entity following approval from unit holders at a
general meeting on 14 June 2012,

State of Affairs

The Syndicate was formed to purchase Lots 349 and 350 Park Road, Henley Brook, Western Australia.
The funding for the Syndicate consisted of 11,000,000 $1.00 units and a cash advance facility of
$6,250,000 with the National Australia Bank Limited. The Syndicate commenced operations on
22 December 2005,

The Syndicate had total assets with a book value of $19,931,198 at 30 June 2019 (2018: $20,337,644).
The basis of valuation of the Syndicate’s principal asset, land held for resale is detailed in note 1 (b) of the
financial statements.

Proceedings on Behalf of a Company

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

Events Subsequent to Balance Date

There are no matters or circumstances that have arisen since the end of the financial year which have
significantly affected or may significantly affect the operations of the Syndicate, the results of those
operations or the state of affairs of the Syndicate in subsequent financial years.

Likely Developments
The Syndicate will continue to run and subdivide the Property into approximately 580 residential lots to be

progressively completed and sold over the next 3 to 4 years. At this date the project had developed 380 lots.
A further 200 lots are yet {o be developed.
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RESPONSIBLE ENTITY REPORT
FOR THE YEAR ENDED 30 JUNE 2019

Environmental Issues

The Syndicate’s operations are not regulated by any significant environmental regulation under a law of the
Commonwealth, State or Territory legislation.

The Syndicate's operations by their nature (land subdivision) have an impact on the local environment.
Therefore, the Syndicate obtains all required environmental and legal approvals prior to the commencement
of any works which may impact the environment.

Indemnities and Insurance Premiums for Officers or Auditor

During or since the end of the financial year no insurance premiums have been paid out of the Syndicate's
assels in relation to insurance cover for the Responsible Entity, its officers and employees, the
Comgpliance Committee or auditors of the Syndicate.

Under the Constitution the Responsible Entity, including its directors and officers, is entitled to be
indemnified out of the Syndicate’s assets for any loss, damage, expense or other kability, incurred by it in
properly performing or exercising any of its powers, duties or rights in relation to the Syndicate. This right
of indemnity does not apply to the extent any loss, damage or costs are attributable to a breach of trust
where the Responsible Entity failed to show the degree of care and diligence required of a trustee.

The Responsible Entity has made an agreement to indemnify all of its directors and executive officers for
liabilities incurred as an officer or director. The insurance contract specifically prohibits disclosure of the
nature of the insured liabilities and of the premium in respect of this policy.

Auditor's Independence Declaration

The auditor's independence declaration for the period ended 30 June 2019 has been received and can be
found on page 28 of the financial report.

Signed in accordance with a resolution of the Board of Directors of Primary Securities Ltd.

3rd day of September 2019
Fremantle, Western Australia
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STATEMENT OF PROFIT OR LOSS & OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2019

Notes 2019 20138
$ $

Revenue
Property development sale 2 5,080,756 7,349,684
Interest income 6,856 2,499
Total revenue 5,097,612 7,352,183
Expenses
Administration expenses 3 (98,5085) (108,550)
Management fees 4 (357,250} (477,126
Agent commissions 5 (166,048) (237,816)
Depreciation expenses {2,768) -
Cost of property development sold 6 (4,420,459) {5,824, 580)
Total Expenses {5,045,030) (6,646,072)
Profit before tax from continuing 52582 706,111
operations
Income tax expense 11 {14,455) (76,133)
Profit after tax 38,127 629,978
Finance costs ~ distributions to unit holders
Net Profit 38,127 629,978
Other Comprehensive income - -
Change in Net Assets Attributable to unit 38,127 629,978

holders

The accompanying notes form part of these financial statements,
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STATEMENT CF FINANCIAL POSITION

AS AT 30 JUNE 2019
Notes 2019 2018
$ $
Current Assets
Cash and cash equivalents 14(a) 2,219,822 115,281
Trade and other receivables 7 112,457 42 457
[nventories B 3,213,071 3,702,759
Total Current Assets 5,545,350 3,860,497
Non-Current Assets
Property, plant and equipment 34,133 36,900
Total Non-Current Assets 14,385,848 16,477,147
Total Assets 19,931,198 20,337 644
Current Liabilities
Trade and other payables 9 76,122 24,299
Borrowings 10 3,639,886 3,944,978
Current tax liabilities 11 - 105,494
Total Current Liabilities 3,616,008 4,074,771
Non-Current Liabilities
Deferred Tax Liabilities 11 1,396,046 1,381,856
Total Non-Current Liabilities 1,396,046 1,381,856
Total Liabilities 5,012,054 5,456,627
Net Assets 14,919,144 14,881,017
Equity
Unitholders equity 12 14,919,144 14,881,017
Net Assets Attributable fo Unit Holders 14,919,144 14,881,017

The accompanying notes form part of these financial statements.
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STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO UNITHOLDERS
FOR THE YEAR ENDED 30 JUNE 2019

UNITHOLDERS EQUITY AT THE BEGINNING OF THE

FINANCIAL YEAR

Recognised income and expenses

Profit for the year

UNITHOLDERS EQUITY AT THE END OF THE

FINANCIAL YEAR

The accompanying notes form part of these financial statements.

Note

12

2019 2018
$ $
14,881,017 14,251,039
38,127 629,978
14,919,144 14,881,017
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2019

CASH FLOWS FRON OPERATING ACTIVITIES
Receipts from customers

Payments to suppliers

Interest received

Tax paid

Net cash flows provided by operating activities

CASH FLLOWS FROM INVESTING ACTIVITIES
Payments for property, plant and equipment
Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings

Repayments of borrowings

Net cash flows used in financing activities

Net increase/ (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

The accompanying notes form part of these financial statements.

-~ 10 -

Note 2019 2018
$ $

5,535,500 8,007,190
(2,926,964) (6,555,170)

6,856 2,272

(105,759) -

14(b) 2,509,633 1,454,292
- (35,000)
- (35,000)

3,500,000 -
(3,905,092) (1,634,216)
(405,092) (1,634,216)
2,104,541 (214,924)

115,281 330,205

14(a) 2,219,822 115,281
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The Syndicate is a registered managed investment scheme under the Corporations Act 2007. The
Financial Report of the Syndicate is for the year ended 30 June 2019.

Basis of Preparation

The Henley Brook Syndicate is a registered managed investment scheme established and domiciled in
Australia.

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

The Syndicate is a for-profit entity for reporting purposes under Australian Accounting Standards.

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

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

Unitholders funds have been shown as equity rather than a financial liability following the amendment to
the Syndicate’s Constitution, giving the Syndicate an indefinite useful life. The funds ceased to satisfy
definition of a financial liability under AASB 132 Financial Instruments: Presentation and have been
classified as an equity instrument in the financial statements.

The financial statemenis were authorised for issue on 23rd September 2019 by the directors of the
Responsible Entity.

Statermment of Compliance
The financial report complies with Australian Accounting Standards, which include Australian equivalents
to International Financial Reporting Standards (‘AIFRS’). Compliance with AIFRS ensures that the

financial report, comprising of the financial statements and notes thereto, complies with International
Financial Reporting Standards.

The following is a summary of the significant accounting policies adopted by the Syndicate in the
preparation of the Financial Report.

11 -




HENLEY BROOK SYNDICATE
ARSN 114 592 040

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Accounting Policies

a) Acquisitions of Development Property

The acquisition cost of development property represents the contract purchase price of the property,

including non-recoverable GST (if any) calculated under the margin scheme, plus the additional costs
associated with the acquisition, including stamp duty and legal fees.

b) Inventory of Development Property

AASB 102 “Inventories” prescribes the measurement of inventories (including development property for
sale), including the amount to be initially recognised as an asset in the Statement of Financial Position and
later recognised as an expense in the Statement of Profit or Loss & Other Comprehensive Income.

Inventories are measured at the fower of cost or net realisable value on an item by item basis. Net
realisable value is the net amount an entity expects to realise from the sale of inventory in the ordinary
course of business, after selling costs.

The costs of inventories include the cost of acquisition, development and holding costs such as borrowing
costs, rates and taxes until the point of time that the property is ready for sale. Borrowing costs and other
holding costs incurred after completion of development are expensed.

Upon sale of an item of inventory the carrying amount of that item is recognised as an expense in the
Statement of Profit or Loss & Other Comprehensive [ncome in the period in which the related revenue is
recognised.

Inventories are treated as current when they are finished goods, or when lots are expected to title within 12
months from the reporting date. Ali other inventories are classified as non-current.

¢) Sales of Development Property
Sales income is recorded when the legal title of the property lot is transferred to the buyer at settlement net
of the amount of goods and services tax ("GST”) levied. The amount of GST payable is calculated by using

the margin scheme. The margin scheme calculates GST on the difference between selling price and the
original purchase price. ‘

d) Otherincome

Interest income is recognised in the Statement of Profit or Loss & Other Comprehensive Income using the
effective interest rate method.

Other income is recognised on an accruals basis, which is when the Syndicate becomes entitled to receive
it.

All revenue is stated net of the amount of goods and services tax (GST).

12 -
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
e) Goods and Services Tax (‘\GST’)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of
GST incurred is not recoverable from the Australian Taxation Office {'ATC'). In these circumstances the
GST is recoghised as part of the cost of acquisition of the asset or as part of an item of the expense.

Receivables and payables are shown inclusive of GST. The net amount of GST recoverable from, or
payable to, the ATO is included as a current asset or liability.

GST is included in the Statement of Cash Flows on a gross basis. The GST components of cash flows
arising from investing and financing activities, which are recoverable from, or payable to, the ATO are
classified as operating cash flows. Refer to Note 1(|} for the accounting policy in relation to Margin Scheme.

f}  Financial instruments

Financial instruments are initially measured at fair value on fransaction date, which includes transactions
costs, when the related contractual rights or obligations exist. Subsequent to initial recognition these
instruments are measured as set out below:

Financial assets

Financial assets are assets that arise from contractual agreements on future cash flows or from owning
equity instruments of another entity. The accounting policies adopted for specific financial assets are set
out below.

Financial lfabifities and equity

Financial liabilittes and equity instruments issued by the Syndicate are classified according to the
substance of the contractual arrangements entered into and the definitions of a financial liability and an
equity instrument. The accounting policies adopted for specific financial liabilities and equity instruments
are set out below.

Borrowings
Interest-bearing loans and overdrafts are initially recognised at fair value, net of transaction costs, and are
subsequently measured at amortised cost, using the effective interest rate method.

g) Cash and cash equivalents

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

h) Impairment of assets

At each reporting date, the Responsible Entity reviews the carrying values of its assets to determine
whether there is any indication that those assets have been impaired. If such an indication exists, the
recoverable amount of the asset, being the higher of the asset's fair value less costs to sell and value in
use, is compared to the asset's carrying value. Any excess of the carrying value over its recoverable
amount is expensed to the Statement of Profit or Loss & Other Comprehensive Income.

-13-




HENLEY BROOK SYNDICATE
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
i) Finance Costs

Finance costs — distribution to unit holders, represents amounts distributed to unit holders based upon their
unit holding during the financial year and are recognised when a distribution is declared by the Syndicate.

Finance costs {excluding distributions to unit holders), are recognised using the effective interest rate
applicable to the respective financial liability.

j}  Distributions and taxation

The Syndicate is a unit trust and will therefore be taxed as a company. lts income after tax (including
assessable realised capital gains) will be distributed in full to the unit holders.

The Syndicate will fully distribute its income in accordance with the Syndicate constitution and applicable
taxation legislation, to the unit holders who are presently entitled to the income under the constitution.

The income tax expense (revenue) for the year comprises current income tax expense (income) and
deferred tax expense (income}.

Current income tax expense charged to the profit or loss is the tax payable on taxable income measured at
the amounts expected to be paid to (recovered from) the relevant taxation authority.

Deferred income tax expense reflects movements in deferred tax asset and deferred tax liability balances
during the year as well as unused tax losses.

Current and deferred income tax expense (income) is charged or credited outside profit or loss when the
tax relates to items that are recognised outside profit or foss.

Except for business combinations, no deferred income tax is recognised from the initial recognition of an
asset or liability, where there is no effect on accounting or taxable profit or loss,

Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply to the period
when the asset is realised or the liability is setiled and their measurement aiso reflects the manner in which
management expects to recover or settle the carrying amount of the related asset or liability. Deferred tax
assets relating to temporary differences and unused tax losses are recognised only to the extent that it is
probable that future taxable profit will be available against which the benefits of the deferred tax asset can
be utilised.

Where temporary differences exist in relation to investments in subsidiaries, branches, associates, and joint
ventures, deferred tax assets and liabilities are not recognised where the timing of the reversal of the
temporary difference can be controlled and it is not probable that the reversal will occur in the foreseeable
future.

Current tax assets and liabilities are offset where a legally enforceable right of set-off exists and it is
intended that net settlement or simultaneous realisation and setlement of the respective asset and liability
will occur. Deferred tax assets and liabilities are offset where: (a) a legally enforceable right of set-off
exists; and (b) the deferred tax assets and liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity or different taxable entities where it is intended that net
settlement or simultaneous realisation and settlement of the respective asset and liability will occur in future
periods in which significant amounts of deferred tax assets or liabilities are expected to be recovered or
settied.

-14 -
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NOTES TO THE FINANCIAL STATENMENTS
FOR THE YEAR ENDED 30 JUNE 2018

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
k) Comparative Figures

Where required by Accounting Standards, comparative figures have been adjusted to conform to changes in
presentation for the current financial year.

) Margin Scheme

The margin scheme is an alternative method of calculating the GST payable on sales of real property. It
allows sellers of real property to pay GST equal to one-eleventh of the ‘margin’ rather than one-eleventh of
the total sale price. The ‘margin' is calculated as the difference between the sale price and the amount the
seller paid for the property. Refer to Note 1(e) for the accounting policy in relation to Goods and Services
Tax {"GST"}.

m) Management and Agent fees

Management fees are calculated as 6% of the sales price (net of GST). Agent fees are calculated as 3% of
the sales price (net of GST).

n} Current and non-current classification

Assets and liabilities are presented in the statement of financial position based on current and non-current
classification.

An asset is classified as current when: it is either expected to be realised or intended to be sold or consumed in
the consolidated entity's normal operating cycle; it is held primarily for the purpose of trading; it is expected to
be realised within 12 months after the reporting period; or the asset is cash or cash equivalent unless restricted
from being exchanged or used to settie a liability for at least 12 months after the reporting period. Al other
assels are classified as non-current.

A liability is classified as current when: it is either expected to be settled in the consolidated entity's normal
operating cycle; it is held primarity for the purpose of trading; it is due to be settled within 12 months after the
reporting period; or there is no unconditional right to defer the settlement of the liability for at least 12 months
after the reporting period. All other liabilities are classified as non-current.

Deferred tax assets and liabilities are always classified as non-current.

o} Foreign currency translation

The financial statemenis are presenfed in Australian dollars, which is the Syndicate’s functional and
presentation currency.

p) New or Amended Accounting Standards and Interpretations adopted

'The Syndicate has adopted all of the new or amended Accounting Standards and Interpretations issued by
the Australian Accounting Standards Board ("AASB”) that are mandatory for the current reporting period.

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

~15 -
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NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 JUNE 2019

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
p) New or Amended Accounting Standards and Interpretations adopted (cont’'d)
AASB 9 Financial Instruments — Impact of Adoption

AASB 9 replaces the provisions of AASB 139 that relate to the recognitions, classification and
measurement of financial assets and financial liabilities, derecognition of financial instruments, impairment
of financial assets and hedge accounting.

The adoption of AASB 9 from 1 July 2018 resuited in no material changes in accounting policies and no
material adjustments to the amounts recognised in the financial statements. The Syndicate assessed which
business models apply to the financial assets held by the Syndicate and has classified its financial
instruments into the appropriate AASB 9 categories.

The adoption of the Expected Credit Loss model to recognise an impairment alfowance for financial assets
resulted in no material changes to the amounts recognised in the financial statements.

AASB 15 Revenue from Contracts with Customers

The Syndicate has adopted AASB 15 from 1 July 2018. The standard provides a single comprehensive
model for revenue recognition. The core principle of the standard is that an entity shall recognise revenue
to depict the transfer of promised goods or services to customers at an amount that reflects the
consideration to which the entity expects to be entitied in exchange for those goods or services. The
standard introduced a new contract-based revenue recognition model with a measurement approach that is
based on an allocation of the transaction price.

The adoption of the standard had no material impact to the amounts recognised in the financial
statements.

) New Accounting Standards and interpretations not yet mandatory or early adopted

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not
yet mandatory, have not been early adopted by the Syndicate for the annual reporting period ended 30 June
2019, The Syndicate’s assessment of the impact of these new or amended Accounting Standards and
Interpretations, most relevant to the Syndicate, are set out below.

AASB 16 Leases

This standard is applicable to annual reporting periods beginning on or after 1 January 2019. The standard
replaces AASB 117 'Leases’ and for lessees will eliminate the classifications of operating leases and finance
leases. Subject to exceptions, a 'right-of-use’ asset will be capitalised in the statement of financial position,
measured as the present value of the unaveidable future lease payments to be made over the lease term.
The exceptions relate to short-term leases of 12 months or less and leases of low-value assets (such as
personal computers and small office furniture) where an accounting policy choice exists whereby either a
right-of-use' asset is recognised or lease payments are expensed to profit or loss as incurred. A fiability
corresponding fo the capitalised lease will also be recognised, adjusted for lease prepayments, lease
incentives received, initial direct costs incurred and an estimate of any future restoration, removal or
dismantling costs. Straight-line operating lease expense recognition will be replaced with a depreciation
charge for the leased asset (included in operating costs} and an interest expense on the recognised lease
liability (included in finance costs). In the earlier periods of the lease, the expenses associated with the lease
under AASB 16 will be higher when compared to lease expenses under AASB 117. However, EBITDA
(Earnings Before Interest, Tax, Depreciation and Amortisation) results will be improved as the operating
expense is replaced by interest expense and depreciation in profit or loss under AASB 16. For classification
within the statement of cash flows, the lease payments will be separated into both a principal (financing
activities) and interest (either operating or financing activities) component.

-16 -
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ARSN 114 592 040

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)
For lessor accounting, the standard does not substantially change how a lessor accounts for leases.

The Syndicate will adopt this standard from 1 July 2019 but the adoption of the standard will not have a
material impact of the financial results of the Syndicate.

r) Critical accounting judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts in the financial statements. Management continually
evaluates its judgements and estimates in relation to assets, liahilities, contingent liabilities, revenue and
expenses. Management bases its judgements, estimates and assumptions on historical experience and
on other various factors, including expectations. of future events, management believes to be reasonable
under the circumstances. The resulting accounting judgements and estimates will seldom equal the
related actual resulis. The judgements, estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities (refer to the respective notes) within
the next financial year are discussed below.

Classification of inventories

The classification of inventories requires a degree of estimation and judgement. The level of the inventory
to be classified as current assets is assessed by taking into account the contracted sales which were not
yet settled at the year-end, recent sales experience, market conditions and the number of lots available
for sale.

2. REVENUE 2019 2018
$ $
Sale Income
Property development sale 5,090,756 7,349,684
5,090,756 7,349 684

3. ADMINISTRATION EXPENSES

Accounting fees paid to Appian Properties Pty Ltd 56,120 62,629
Other administration expenses 42,385 43,921
98,505 106,550

4. MANAGEMENT FEES

Management fees — paid to Appian Properties Pty Lid 263,972 362,096
Custodian fees 45,000 45,000
Consulting Fees 68,278 80,030

357,250 477,126

5. AGENT COMMISSIONS

Agent Commissions 166,048 237,816
166,048 237,816

6. COSTS OF SALES

Cost of property development sale 4,420,459 5,824,580
4,420,459 5,824,580
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

7. TRADE AND OTHER RECEIVAELES

Current
Other Assets 21 21
Bank Guarantees receivable 42 436 42,436
Interest paid in advance 70,000 -
112,457 42 457
8. INVENTORIES 2019 2018
$ $
Current
Work in progress at cost 3,213,071 3,702,759
‘Non-Current
Work in progress at cost 14,351,715 16,440,247
17,564,786 20,143,006
Work In Progress
Cost of acquisition 12,500,000 12,500,000
Development costs capitalised 53,642,463 52,777,146
Borrowing and finance costs capitalised 10,590,802 10,301,203
Cost of sales expensed (69,068,579) {55,435,343)
17,564,786 20,143,006

Work in progress relates to land acquired by the Henley Brook Syndicate. The property originally
comprised two adjoining titles which had an area of approximately 40.6 hectares. The subdivision is to
divide the property into approximately 580 residential lots over 15 stages, and to sell the balance of 245

lots over the next 3 to 4 years is ongoing.

The initial acquisition of the land was funded by a combination of third party finance ($6.25 million) with

National Australia Bank Limited and unit holder contributions ($11 milfion).

2019 2018
$ $
9. TRADE AND OTHER PAYABLES
Current
Accounts payable 76,122 2,394
Other creditors and accruals - 12,000
GST paid - 9,905
76,122 24,299
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

10. INTEREST BEARING LIABILITIES

Current

Secured Bank bill facility (a) - 3,905,092
Secured Bank Guarantee facility (b) 39,886 39,886
Secured Debt facility 3,500,000

3,539,886 3,944,978

The secured Bank Bilt facility of $3,905,092 was fully repaid in November 2018.

The Syndicate currently has a debt facility with a private investor which is fully drawn in the amount of
$3,500,000. The facility attracts interest of the RBA Cash Rate plus 6.5% and is required to be repaid
by 9 May 2020. The facility is secured by:
a) First ranking real property mortgage over the land,
b) First ranking general security agreement over each obligator {scheme assets); and
c) After the date of the agreement, any other security that the lender and the customer agree to
be a security each in a form and content that is satisfactory to the lender and borrower.

Negotiations are in place to extend the repayment period of the debt to a further 12 months after the gt
May 2020.

1. TAX
2019 2018
$ $
{a) Income fax expense
The components of tax expense comprise:
Current tax (58,393) 105,494
Deferred tax 72,583 (44,485)
Under/over provision 265 -
Change in tax rate - 15,124
14,455 76,133
_(b) Numerical recongiliation of income tax expense
to prima facie tax payable
Prima facie tax payabie on profit from ordinary activities
before income tax is reconciled to the income tax as
foltows:
Prima facie tax payable on profit from crdinary activities 14,460 194,186
before income tax at 27.50%
Add: Tax effect of:
- non- allowable items - -
Less: Tax effect of:
- change in tax rate - (117,560)
- foverlunder provision of prior year income tax (5) : {493)
14,455 76,133
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

11. TAX (cont’d)

2019 2018
$ $
{c} Current and deferred tax balances
Current tax balances
CURRENT :
Current tax liability - 105,494
2019 2018
$ ' $
Deferred tax bhalances
ASSETS
Deferred tax assets comprise;
Future income tax benefits of losses - -
Inventory — Cost of sales 2,459,432 2,301,588
2,459,432 2,301,588
LIABILITIES
Deferred tax liabilities comprise: .
Inventory — Cost of sales 3,855 478 3,683,444
3,855,478 3,683,444
Net deferred tax liabilities 1,396,046 1,381,856
Movements in deferred tax liabilities:
Opening balance 1,381,856 1,411,217
Current year (credit)/charge to Statement of Profit or Loss
& Other Comprehensive Income 14,190 (29,361)
Closing balance 1,396,046 1,381,856
2019 2018
$ $
12. NET ASSETS ATTRIBUTABLE TO UNITHOLDERS
Nef assets attributable fo unit holders- equity consist of:
Net contributions by unit holders 11,000,000 11,000,000
Syndicate establishment expenses (1,796,790) (1,796,790)
Cumulative retained profits from operations 5,715,934 5,677,807
Closing balance 14,919,144 14,881,017
2019 2018
No. of units No. of units
11,000,000 units issued on 22 December 2005 at $1.00 11,000,000 11,000,000

each
All units in the Syndicate are of the same class and carry equal rights. Each unit confers upon the holder
of that unit an undivided interest in the assets of the Syndicate in the proportion that the unit bears to the
total number of units on issue. A unit does not entitle the holder to any particular asset or any particular
part of the assets of the Syndicate.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2019

13. COMMITMENTS AND CONTINGENT LIABILITIES

14.

b}

Contingent Liabilities

The Syndicate had no contingent liabilities at 30 June 2019 and 30 June 2018.

Capital Expenditure Commitments

The Syndicate had no commitments at 30 June 2019 and 30 June 2018.

NOTES TO THE STATEMENT OF CASH FLOWS

Cash at Bank

Cash at the end of the financial period as shown in the statement of cash flows is comprised of:

2019 2018
$ $
Cash on hand 2,219,822 115,281
Reconciliation of Net Profit to Net Cash Flows from Operations
Net profit after tax 38,127 629,978
Depreciation expense 2,768 -
Non-cash flows in profit for the period
Changes in assets and liabilities:
Decrease/(Increase) in receivables {70,000) 140,051
Decrease/(Increase) in land held for resale 2,578,220 1,022,431
(Decrease)/increase in deferred tax liability 14,190 {29,361)
(Decrease)/increase in current tax fiability {105,494) 105,494
(Decrease) in trade and other payables 51,822 (414,301)
Net cash flows provided from operating activities 2,509,633 1,454,262
Loan facilities
Loan facilities 3,500,000 4,707,146
Amount utilised {3,500,000) (3,905,082)
Unused loan facilifies - 802,054

Refer to Note 10 for further details on the loan facilities.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

15. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instruments of the Syndicate comprises of cash and cash equivalents, net assets atfributed to unit
hoiders, and other financial instruments such as trade debtors and creditors, which arise directly from
operations.

The Syndicate is exposed to interest rate risk, credit risk and liquidity risk arising from financial instruments it
holds. The Syndicate’s overall risk management program seeks o minimise the potential adverse effect on
the distributable earnings of the Syndicate and are managed through a process of ongoing identification,
measurement and monitoring.

The risk management policies adopted by the Syndicate to manage these risks are discussed as follows:

a} Interest Rate Risk

The Syndicate's exposure to interest rate risk, which is the risk that a financial instrument’s value will fluctuate
as a result of changes in market interest rates and the effective weighted average interest rates on classes of
financial assets and financial liabilities, is as follows:

Weighted Fixed interest maturing in or re priced at
Average Floating Non-
Effective Interest 1105 Over 5 Interest
Interest Rate Within Year Years Years Bearing Total
Rate %pa $ $ $ $ $ $
2019
Financial Assets;
Cash — Operating 2,219,822 - - - - 2,219,822
Receivabies - - - - 112,457 112,457
2,219,822 - - - 112,457 2,332,279
Financial Liabilities:
Payables - - - - (76,122) {76,122)
Long term berrowings RE cash
rate plus
6.5% - {3,539,886) - - - (3,539,886)
- {3,539,886) - - (76,122) (3,616,008)
Net financial assets/{liabilities) 2,219,822 (3,5639,886) - - 36,335 (1,283,729)
2018
Financial Assets:
Cash -~ Operating 115,261 - - - - 115,261
Receivables - - - - 42 457 42 457
115,261 - - - 42,457 157,718
Financial Liabilities:
Payables - - {24,299} (24,299)
Long term borrowings 5.079% - (3,8944,978) - (3,944,978)
- (3,944 978) {24,299) (3,969,277)
Net financial assets/{liabilities) 115261 (3.944,978) 18,158 (3,811,559)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

15. FINANCIAL INSTRUMENTS AND RISKS MANAGEMENT (cont’d)

b) Credit Risk

Credit risk arises from the potential failure of counterparties to meet their obligations under the financial
contracts. The Syndicate is exposed to credit risks on its cash balance, receivables and financial assets.
The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance
date to recognised financial assets is the carrying amount, net of any provisions for doubtful debts of those
assets, as disclosed in the Statement of Financial Position and notes to the financial statements.

Concentrations of credit risk are minimised primarily by:
- Ensuring counterparties, together with the respective credit limits, are approved; and
- Cash and cash equivalents are held with high credit quality financiai institutions.

As such, the Syndicate does not have a concentration of credit risk that arises from an exposure to a
single counterparty. Furthermore, the Syndicate does not have a material exposure to a group of
counterparties, which are expected to be affected simitarly by changes in economic or other conditions.

c) Liguidity Risk
Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding
through an adequate amount of committed credit facilities. The instruments entered into by the
Syndicate were selected to ensure sufficient funds would be available to meet the ongoing cash
reguirement of the fund.

d} Trade and other payable are expected to be paid as follows:

2019 2018
$ $
Less than 6 months 76,122 24,299
& months to 1 year - -
1 year to 5 years - -
Over 5 years ' _ - -
76,122 24,299

e} Sensitivity Analysis

The Syndicate has performed a sensitivity analysis relating to its exposure to interest rate risk at balance
date. This sensitivity analysis demonstrates the effect on the current year results and equity which could
result from a change in these risks.

Interest Rate Sensitivity Analysis:
At 30 June 2019, there would be no effect on profit and equity as a result of changes in the mterest rates.
This is because aE! interest incurred is capitalised to inventory.

f) Market Risk

The Syndicate has exposure to movement in land prices and this creates a market risk. Market risk is
managed through the Syndicate's ability to commence and defer the stages of the development in order to
optimize the return to unit holders.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

16. CAPITAL MANAGEMENT

The directors of the Responsible Entity control the capital of the Syndicate in order to maintain a good
debt-to-equity ratio and to ensure that the Syndicate can fund its operations and continue as a going

concermn.

The Syndicate's debt and capital includes financial liabilities that are supported by financial assets.

The Syndicate is required to maintain a loan to security value ratio of less than 30%.

The directors manage the Syndicate’s capital by assessing the Syndicate’s financial risks and adjusting its
capital structure in response to changes in these risks and in the market. This includes the management of

debt levels,

The gearing ratios are as follows:

2019 2018
$ $
Total horrowings 3,639,886 3,944,978
Less cash and cash equivalents (2,219,822) (115,281)
Net Debt 1,320,064 3,829,697
Net assets atiributable o unit holders 14,919,144 14,881,017
Total capital 16,239,208 18,710,714
Gearing ratio 8% 20%
17. AUDITOR’S REMUNERATION
Remuneration of the auditor of the Syndicate for:
- Audit and review of the financial reports 26,485 19,250
_ - Other services {compliance audit) 4,570 4,500
-31,055 23,750
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

18. RELATED PARTY DISCLOSURES
The Responsible Entity of the Henley Brook Syndicate is Primary Securities Ltd (ABN 96 089 812 635).
a) Remuneration of Directors and Key Management Personnel

The Syndicate does hot employ personnel in its own right. However, it is required to have an incorporated
Responsible Entity to manage the activities of the Syndicate. The directors and executives of the
Responsible Entity are the Key Management Personnel (‘KMP’).

The Directors of the Responsible Entity are:

Robert Garton Smith

Natasha Olsen appointed 16" October 2018
Jan Murchison resigned 8" March 2019
David Butterfield

No compensation is paid directly by the Syndicate to directors of the Responsible Entity.
Since the end of the financial year, no Director or KMP of the Responsible Entity has received or
become entitled to any benefit because of a contract made by the Responsible Entity with a Director or

KMP, or with a firm of which the Director or KMP is a member, or with an Entity in which the Director or
KMP has a substantial interest.

L.oans to Directors and Key Management Personnel of the Responsible Enfify

The Syndicate has not made, guaranteed or secured, directly or indirectly, any loans to the Directors and
KMP or their personally-related entities at any time during the reporting period.

Other Transactions with Directors and Key Management Personnel of the Responsible Entity

From time to time Directors and KMP or their personally-related entities, may buy or sell units in the
Syndicate. These transactions are subject to the same terms and conditions as those entered info by
other Syndicate investors.

Apart from those details disclosed in this note, no Director or KMP has entered into a contract for
services with the Responsible Entity and there were no contracts involving Directors or KMP subsisting
at end of period.
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18. RELATED PARTY DISCLOSURES (cont'd)

b) Responsible Entity’s fees and other transactions

2019 2018
$ $
Other transactions
Appian Properties Pty Ltd 253,972 352,096
253,972 352,096
Total related party payable balance outstanding at year end 9,547 -

Appian Properties Pty Lid is deemed as a related party due to being the Supervisor of the Syndicate.

c) Related Party Transactions

All transactions with related parties are conducted on normal commercial terms and conditions.

Units in the Syndicate held by Related Parties

Details of holdings in the Syndicate by related parties are set out below. No Directors of the Responsible

Entity (Primary Securities Ltd) held units in the Syndicate during the year. No other related parties held
units in the Syndicate during the year. '

30 JUNE 2019 Unit Interest Units
Entity Relationship holding Held issued
$ %
Officer of the
Deluge Holdings Pty Lid Supervisor 90,000 0.82% 90,0600
Officer of the
Koy Pty Ltd Supervisor 110,000 1.00% 110,000
30 JUNE 2018
Officer of the
Deluge Holdings Pty Ltd Supervisor 90,000 0.82% 90,000
Officer of the
Koy Pty Ltd Supervisor 110,000 1.00% 110,000

19. SEGMENT INFORMATION

The Syndicate operates solely in the business of residential property subdivision within Australia.

20. SUBSEQUENT EVENTS

No matter or circumstance has arisen since 30 June 2019 that has significantly affected, or may

significantly affect the Syndicate’s operations, the results of those operations or the Syndicate’s state of |

affairs in future financial years.
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DIRECTORS’ DECLARATION

The directors of Primary Securities Ltd, the Responsible Entity of the Henley Brook Syndicate, declare
that:

1. The financial statements and notes, as set out on pages 7 to 26 are in accordance with the
Corporations Act 2001, and;

(a) comply with Australian Accounting Standards and the Corporations Regulfations 2007,

(b) give a true and fair view of the Syndicate’s financial position as at 30 June 2019 and of its
performance for the period ended on that date; and

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

2. In the directors’ opinion there are reasonable grounds to believe that the Syndicate will be able to
pay its debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors of the Responsible
Entity.

Dated this 23rd day of September 2019
Fremantle, Western Australia
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AUDITOR’S INDEPENDENCE DECLARATION

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor for
the audit of the Henley Brook Syndicate for the year ended 30 June 2019, | declare that to the best of
my knowledge and belief, there have been no contraventions of:

(a) the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

(b) any applicable code of professional conduct in relation to the audit.

Crvne Bk

Crowe Perth

Cyrus Patell
Partner

Signed at Perth, 23 September 2019

The title ‘Partner’ conveys that the person is a senior member within their respective division, and is among the group of persons who hold an
equity interest (shareholder) in its parent entity, Findex Group Limited. The only professional service offering which is conducted by a partnership
is the Crowe Australasia external audit division. All other professional services offered by Findex Group Limited are conducted by a privately
owned organisation and/or its subsidiaries.

Findex (Aust) Pty Ltd, trading as Crowe Australasia is a member of Crowe Global, a Swiss verein. Each member firm of Crowe Global is a
separate and independent legal entity. Findex (Aust) Pty Ltd and its affiliates are not responsible or liable for any acts or omissions of Crowe
Global or any other member of Crowe Global. Crowe Global does not render any professional services and does not have an ownership or
partnership interest in Findex (Aust) Pty Ltd. Services are provided by Crowe Perth, an affiliate of Findex (Aust) Pty Ltd. Liability limited by a
scheme approved under Professional Standards Legislation. Liability limited other than for acts or omissions of financial services licensees.
© 2019 Findex (Aust) Pty Ltd
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS OF HENLEY BROOK SYNDICATE
Opinion

We have audited the financial report of Henley Brook Syndicate (the Syndicate), which comprises the
statement of financial position as at 30 June 2019, the statement of profit or loss and other
comprehensive income, the statement of changes in net assets attributable to unitholders and the
statement of cash flows for the year then ended, and notes to the financial statements, including a

summary of significant accounting policies, and the directors’ declaration of the Responsible Entity for
the Syndicate.

In our opinion, the financial report of the Henley Brook Syndicate is in accordance with the
Corporations Act 2001, including:

(a) giving a true and fair view of the Syndicate’s financial position as at 30 June 2019 and of its
financial performance for the year then ended; and

(b) complying with Australian Accounting Standards and the Corporations Regulations 2001;

Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Report section of our report. We are independent of the Syndicate in accordance with the auditor
independence requirements of the Corporations Act 2001 and the ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional
Accountants (the Code) that are relevant to our audit of the financial report in Australia. We have also
fulfilled our other ethical responsibilities in accordance with the Code.

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

Responsibilities of the Directors for the Financial Report

The directors of the Responsible Entity, Primary Securities Limited, are responsible for the preparation
of the 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 financial report that gives a true and fair view and is free
from material misstatement, whether due to fraud or error.

In preparing the financial report, the directors are responsible for assessing the ability of the Syndicate
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the Syndicate or to
cease operations, or have no realistic alternative but to do so.

The title ‘Partner’ conveys that the person is a senior member within their respective division, and is among the group of persons who hold an
equity interest (shareholder) in its parent entity, Findex Group Limited. The only professional service offering which is conducted by a partnership
is the Crowe Australasia external audit division. All other professional services offered by Findex Group Limited are conducted by a privately
owned organisation and/or its subsidiaries.

Findex (Aust) Pty Ltd, trading as Crowe Australasia is a member of Crowe Global, a Swiss verein. Each member firm of Crowe Global is a
separate and independent legal entity. Findex (Aust) Pty Ltd and its affiliates are not responsible or liable for any acts or omissions of Crowe
Global or any other member of Crowe Global. Crowe Global does not render any professional services and does not have an ownership or
partnership interest in Findex (Aust) Pty Ltd. Services are provided by Crowe Perth, an affiliate of Findex (Aust) Pty Ltd. Liability limited by a
scheme approved under Professional Standards Legislation. Liability limited other than for acts or omissions of financial services licensees.
© 2019 Findex (Aust) Pty Ltd
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Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgement and maintain professional scepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial report, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

e Obtain an understanding of internal control relevant to the audit 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 Syndicate’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

¢ Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Syndicate’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial report or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Syndicate
to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during the audit.

CrPnb é&?ﬁf"

Crowe Perth

Cyrus Patell
Partner

Dated at Perth this 23 day of September 2019



