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Your Directors present theilr report on the Company and its controlled entities (the

*consolidated entity™) for the financial vear ended 30 June Z003.

Drirectors

The name of Directors in office at any dme during or since the end of the yvear are:
Peter James MacDonald Hall (fxecutive Chailrswam)

Duavid Lan Scott (Deputy Chairpar ard Executive Divector)

David Barclay Buckland (Execudbive Director)

Peter Charles Constable (Nor-executive Director) (resigned 14 November 2002}
Mark Benedict Forstmann (Non-executive Divector)

Suzanne Mary Danidel (Nom-executive Divector)

William Wayne Hawkins (Nomeexecutive Divector)

Frederick Raymond Woollard ¢Executive Director) Cresioned 15 Apwil 2003)

The Directors have been in office from the start of the financial year ro the date of this repost

urdess otherwise noted.

Principal Activities

Hunter Hall International Limited CHunter Hall™) is an investment holding company,
Through its wholly owned subsidiary, Hunter Hall Investment Management Limited
CHHIML™Y, it operates an mvestment management business, which manages the Hunter Half
Value Growth Trust CVGT™), the Hunter Hall Australian Value Trust CAVT™), the Hunter Hall
Global Ethical Trust CGET™) and the tunter Hall International Ethical Fund CPHHIEF™), The
HHIEF is an offshore fund fisted on the Dublin stock exchange.  In addition, Hunter Hall
through its new subsidiary Hunter Hall Superannuation Company Pty Limited, launched the
Hunter Hall ¥thical Superannuation Fund on 28 July 2003, This product is designed 1o enable
the investment of superannuation savings in the three trusts.

There were no other significant changes in the nawre of the consolidated entity’s principal

activities during the financial vear.

Review of Operations

Hunter Hall Investment Management Limited, a subsidiany of Humter Hall, is the Responsible
Entity for the VGT, AVT and GET and the Investment Manager for the HHIER

Funds under management at 30 June 2003 1otalled $341.4 million, an mncrease of $130L4
million, or 31%, on 30 June 2002 (5410.6 million). Net inflow for the vear to June 2003 was
$128 million (down from $214 million in the vear to June 2002), whilst performance growth

was $2.0 million.
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The VOT recorded a return of 200 for the vear 1o 30 June 2003, This compares with a
negative 1.1% return by the All Ordinaries Aceumulation Index. Between its inception on 2
May 1994 and 30 June 2003, the VGT recorded a compound anmuad average return of 17.7%.
This compares with a4 compound average annual returm of 8.2% by the All Ordinaries
Accumulation Index over the same period.

The AVT recorded a negative 8.8% return for the year 1o 30 June 2003, This compares with
a negative 1.1% return by the All Ordinaries Accumulation Index. Between its inception on
29 November 2001 and 30 June 2003, the AVT recorded a compound annual average retum
of 12.0%. This compares with a negative 1.6% return by the All Ordinaries Accumulation
Index over the same period.

The GET recorded a negative 3.2% return for the year to 30 June 2003, This compares with
a negative 18.3% return by the MSCI World Accumulation Net Return Index in Australian
Dollars. Berween its inception on 29 November 2001 and 30 June 2003 the GET recorded a

—

compound annual average return of negative 7.0%.  This compares with a negative 20.5%
return by the MSCT World Accumulation Net Return Index in Australian Dollars over the same
period.

The HHIEF recorded 2 return of 13.3% for the six months o 30 June 2003 following its
inception on 31 December 2002, In this period the MSCI World Accumulation Net Return

Index in LIS dollars returned 11.1%.

Information on Directors

During the vear, the following persons held office as Directon

Peter James MacDonald Hall, B.a.

Chairmarn, Managing Divector, Investierdt Marager

Mr Hall has 20 vears experience in investment markets and is Cluirman of the Company.
Previously My Hall was Investment Manager of HGL Limited formerly Hancock & Gore
Limited), Portfolio Manager and Analyst with Mercantile Murual Holdings Limited, Industrial
Analyst with Pembroke Securities Limited, Investment Analvst with New Zealand South
British Insurance Limited and a journabist with John Fairfax & Sons Limited. Mr Hall is also
Chairman of Hunter Hall Investment Management Limited, a trustee of the Hunter Hall
Charitable Trust, Chairman of the Investment Committee and is a member of the Hunter Hall

Remuneration Committee and of the Hunter Hall Charities Committee.

Bravid Ian Scott, B.Bus., Dip. Law, Grad. Dip. Art
Deputy Chairman, Executive Divector

Mr Scott has more than 16 years experience in corporate management including finance,

taxarion, legal issues and marketing, Previously he was employved in legal and chartered
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Directors’ Report continued

accounting firms, including Coopers & Lybrand. Mr Scott is also a Director of Hunter Hall
Investment Management Limited and Hunter Hall Superannuation Company Pty Limited, and
is a member of the Audit Committee, the Risk Management Committee and the Charities

Commitiee,

David Barclay Buckland, B.Com., M. App.Fin, ASIA, FCPA, ACIS
Fxecutive Dirvector, Chicl Executive Officer of Hurder Hall Tnvesterd Marcgenerd Lid
Mr Buckland has 19 years experience in investment markets in Svdney and London and most

recently was a Director of Ord Mmnnett Securities. Previously Mr Buckland worked as a

Research Analyvst at Statton Securities hefore spending seven vears at NZI Corporation where
he was Portfolio Manager — Equities and Investment Manager and was responsible for
approximately $1 billion of investment funds, Mr Buckland s also a Director of Bennelong

Administration Services Pry Limited and & a member of the Investment Committee.

William Wayne Hawking, B. Be., AStA

Now-executive Divector

Mr Hawkins has over 37 vears experience i investment oanagement. Mr Hawking' previous
positions include Funds Manager and Investment Analvst with Ciry Murual Life Assurance
Society Limired, Group Investment Manager with New Zealand South British Insurance, Chief
Investment Officer and Managing Director (Funds Management) with Oceanic Capital
Corporation Group, Investment Manager with Chancellor Equity Management Pty Limited and
Fiducian Portfolio Services Limited. Mr Hawking is also a Director of Hunter Hall Investment
Management Limited and Hunter Hall Superannuation Company Pry Limited and Chairman of

the Audit Committee, the Risk Management Committee and of the Remuneration Committee.

Mark Benedict Forstimann, B.Sc., B.A. (Comems.)

Nore-executive Divector

Mr Porstmann has 10 years experience in investment markets including equities, currencies and
fixed interest. Between 1986 and 1994 he worked wt Bank America and Bangue Indosuez in
Sydney and Paris. At Bangue Indosuer he was primarily ivvolved in proprietary trading of bonds
and currencies in Australian and European markets. Since 1995 he has focused on managing his
personal investient portfolio and film and television production. Mr Forstmann is a member of

the Audit Committee, the Risk Management Committee and the Investment Committee,

Surarnme Mary Dandel, MA. Joornalism), B.A. (Comms.), ATCL
Noreexecutive Divector

Suzanne Daniel is a communication consultant working primarily in public affairs, media and
presentation skills, and fssues and orisis management. Ms Daniel has previously worked for

Hill and Knowlion, the United Nations, the Australian Broadeasting Corporation, The Sydney
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Morning Herald and the British Broadeasting Corporation. Ms Daniel was awarded a Vincent
Fairfax Fellowship through the St James Ethics Centre, a programme that aims to foster ethics
i1 leadership. She also sits on the board of the Young Endeavour Youth Schieme, Ms Daniel
i an associate member of the Public Relations Institute of Australia and the Australian
Institvze of Company Directors. She s a trustee of the Hunter Hall Chasdtable Trost and

Chairman of its Charities Committee,

Peter Charles Constable, B. Be. (rexigned 14 November 2002}

Nor-excecutive Divector

Frederick Raymond Woollard, B. fic, Grad. Dip.SLA. (resigrned 15 April 2003)

Executive Divector, fnvestment Manager and Analyst

Likely Developments

Likely developments in the operations of the company and the expected resulis of those
operations in future financial yvears have not been included in this report as the inclusion of

such iInformation is likely 1o result in unreasonable prejudice to the company.

Meetings of Directors

During the fimancial year, 27 meetings of Directors (ncluding committees) were held.

Attendances were:

COBMBTTTEE MEETINGS
HBECTIRS REMIURERATION INVESTMENT ALBET
MEETINGS COMBITIEE COMMITTEE COBRITTEE
Mumber Mumber Number Number

gligible  Number  eligible  Numbsr  eligible  Number  eligible  Number
to attend  attended o attend  attended foattend  atiended  to attend  attended

My P M Hall 12 12 1 } jiH g - -
Mr D1 Scott 12 10 1 } 4 2 - -
Mr D B Buckland 12 12 - - jiH g - -
Mr F B Woollard 9 g - - 10 8 - -
Mr VW W Hawkins 12 12 1 i 4 4 4 4
Mr M B Forstmann 12 12 - - 10 9 4 4
Mr P € Constable 5 5 - - - - 3 3
Ms & M Daniel 12 11 - - - - - -
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Directors’ Report continued

The Risk Management Committee was established in March 2002 and did not meet during

the reporting period.

Review of Operations

The consolidated profit of the consolidated entity, after providing for income tax, amounted
10 $2,574,018 (2002: $4,084,620).

Dividends Paid or Recommended

Dividends paid or dedared for payment are as follows:

Final 2002 ordinary dividend of $0.085 per share paid on 26 September 2002:  $1,933,036
fnterim ordinary dividend of $0.07 per share paid on 8 April 2003 $1,600,814
To be paid on 26 September 2003, final 2003 ordinary dividend of $0.043

per share declared by the Directors: $997,774

Events Subsequent to Balance Date

There were no matters or circumstances which have arisen since the end of the fimancial year
which significantly affected or may significantly affect the operations of the consolidated
entity, the results of those operations, or the state of affairs of the consolidated entity in future

financial vears.

Significant Changes in State of Affairs

There were no significant changes in the state of affairs of the consolidared entity during the

financial vear.

Director’s and Executive Officers’ Remuneration

The Company's policy for determining the nature and amount of emoluments of board
members and senior executives of the company is as follows:

The remuneration structure for executive officers, including executive directors, seeks 1o
emphasise payment for results through providing various reward schemes, such as the
pavment of incentives based on the achievenment of performance targets,

The objective of the reward schemes is to both reinforce the short and long-term goals of
the Company and to align the interests of management and shareholders.

The emoluments of cachi Director of the Company and cach of the next three executive

officers of the consolidiuted entity are as follows:
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Super- Pasloras-
Director's annuation Consultancy  ance

Salary  fees contibutions fees benus  Borus  Other  Options  Total
5 5 § $ 5 $ § $ $

Execttive Directors:
My P M Hall 9,860 Z51,108 328,362 36,003 624473
Mr 01 Scott 82,501 7475 71424 167358
Mr D B Buckland 229,358 20,642 46,320 351,578 ©81898
My F B Woollard” 185,112 8563 715 194 448
Non-executive Birectors
Mr W W Hawkins 38,791 3,482 5205 47399
Mr M B Forstmann 32,569 2,931 3,500 5164 43664
Ms § M Daniel 20,184 1,817 2879 4941 29620
My P € Constable™ 9,557 860 22,984 33401
Executive Officers:
Mrs O Karim 113,652 12,750 14,338 18,863 1656085
Ms K Tracey™ 41,521 2,830 35990 4854t
Mr J A Templer 145,707 13,075 15,257 5475 179514

“ Resigned on 28 Apri} 2003
# Rasigned on 14 November 2062
Appointed on 18 April 2003

Options

Options that were granted over issued shares during or since the end of the financial vear by

the Company to Directors and executive officers as part of thelr remuneration are as follows:

Executives Pumber of First Exercise Last Exoroise Exerciss
{iptions Bate Date Price

K Tracey 300,000 01-01-04 31-033-08 $4.00

d Templer 80,000 01-D1-04 31-03-08 $4.00

The grant of these options has been included in the above remuneration disclosure in
accordance with 8 300A(1Xc) of the Corporations Act, ASIC Practice Note 68 and ASIC recent
guidance.

A4, 400 shares have been issued by virtue of the exercise of options during the vear or
615,400 to the date of this report. There are 2,274,000 unissued ordinary shares in respect
of which options were outstanding at the date of this report (refer to note 22 for the position
at 30 June 2003),
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Directors’ Report continued

Diirectors’ Interests

As at 30 June, the relevant interests of directors and related parties in the shares of the

Company are:

Shares Uptions
Last Exercise Exercise
Number Number Date Price
P M Hall 12,650,000 - - -
DI Scott 566,870 175,000 31/03/06 $0.40
0} B Buckland 200,000 800,600 36/09/06 $1.20
5 M Danigl 20,608 30,600 325 $0.90
M B Forstmann 94,867 50,000 311285 $0.90
W W Hawkins 30,000 30,060 15/04/06 $0.90

Environmental [ssues

The consolidated entity's operations are not subject 1o any environmental regulation under

the law of the Commonwealth and State.

Indemnifyving Officers or Auditor

The Compuny has paid premiums 1o nsure each of the Directors and officers in office against

Habilities for costs and expenses ncurred by them i defending any legal proceedings arising
out of ther condudt while acting in the capacity of Director and officers of the company,

other than conduct involving a wilful breach of duty in relation o the Company.

Proceedings on Behalf of Company

No person has applied for leave of Court 1o bring proceedings on behalf of the Company or
ntervene in any proceedings o which the Company is a party for the purpose of king

responsibility on behalf of the Company for all or any pant of those proceedings. The

Company was not & party to any such proceedings during the vear.

Signed n accordance with a resohution of the Bouard of Directors,

David Barclay Buckland

Divector

Dated this 30th day of September 2003,
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Corporate Governance

Hunter Hall International Limited and the Board are committed 1o achieving the highest
standard of corporate governance. Following the release by the ASX Corporate Governance
Council best practice reconwnendations in March 2003, the Board has commenced a review
of the Compuany's corporate governance framewaork. The Board will ensure the Company is
in a4 position o address all the best practice recommendations by the required reporting
period, being 30 June 2004 Set out below are the corporate governance practices the
Company operates under, and is required to disclose under ASX Listing Rule 4.10.3. These

practices were in place prior 1o 30 June 2003

Board of Directors

The Board has responsibility for ensuring the Company is properly managed so as 1o protect
and enhance sharcholders interests in 2 manner which is consistent with the Company's
responsibility to meet its obligations to all panties with which it interacts. To this end, the

Board has adopted appropriate corporate governance policies and practices.

Composition of the Board
The Board currently consists of 6 Directors, 3 of whom, mchuding the Chairman, are
execttive and 3 of whom are non-executive.
The non-executive directors are considered 1o be independent members of the Board 1o the
extent that:

¢ they are not members of the management teans,

¢ they do not hold a substantial shareholding in the Company,

¢ they have not within the ast three vears been employved in an executive capacity,

¢ they are not a significant supplier or customer,

+ they do not have any significant contractual relationship, and
¢ they are free from any interest any business or other reladonship which could, or could
reasonably be percetved to, materially interfere with their ability 10 act i the best

interests of the Company.

Appointment and Retirement of non-executive Directors

The Board determines the terms and conditions relating to the appointment and retirement
of non-executive directors.

Each Director is issued with a letter of appointment setting out the Director’s rights and

responsibilities,
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Divectors’ Access to Independent Professional Advice

For the purposes of the proper performance of their duties, Directors are entitled to seek
ndependent professional advice ar the Company's expense, unless the Board determines

otherwise.

Creation of Board Conunittees
The Board has created the following commitiees:
o Audit Commirnee, chaired by Wayne Hawking fNow-executive Divector)
e Risk Management Committee, chaired by Wavne Hawking fNore-exacutive Director)
¢ Remuneration Committee, chaired by Wayne Hawkins (Nown-executive Director)
e [nvestment Committee, chaired by Peter Hall (Executive Chairman of the Board)

o Charities Committee, chaired by Suzanne Daniel (Nom-executive Divector)

Board Commitices Generally
It & the Board's policy that committees of the Board dealing with corporate governance
matters should:
e he entitfed to obain independent professional or other advice at the cost of the
Company, unless the Board determines otherwise,
o be entitted to obtain such resources and mformation from the Company including
direct access to employees of and advisers to the Company as they may require, and

e operate in accordance with the terms established by the Board.

Audit Commitiee
At the date of this report the Audit Committee comprised:
Wayne Hawkins, Chairman (Nowne-executive [Divector)
David Scott (Execdive Lirector)
Mark Forstmann (Nomeexecutive Director)
The primary objective of the Commitiee is 10 assist the Board in fulfillling its responsibilities
relting to accounting and reporting practices of the Company and s controlled entities,
including HHIML in s role as investment manager. In addition, the Committee
o through active and open communication with the external auditors, ensures that audits
are conducted in a manner that is appropriate 1o the nature of the Company’s activities,
e oversees and appraises the quality of the audits conducted by the Company's external
auditors,

e performs an independent and objective review of finandal information presented by

prmagement 1o sharcholders, regulators, and the general public,
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e monitors and assesses compliance with the Compuany's corporate governance controls,
inchuding its operating, administrative and accounting controls, and
&

monitors the Company's corporate governance policies and controls, and its compliance
therewith.

Risk Managemeni Cornmittee
At the dare of this report the Risk Management Committee comprised:
Wavne Hawking, Chalrman (Nom-executive Director)
David Scott (Executive Director)
Mark Forstmann (Nom-execntive Divector)
The Committee is responsible for overseeing the risk management funation, n accordance
with the risk management system outlined in the Risk Management System Statement which

was adopted by the Board in March 2003, The Committee reports to the Board of HHIML
and HHIL on the risk management process.

The Committee is responsible for
¢« Communicating the risk management process 1o staff members,
s Ensuring relevant staff education,
¢ Implementing clear reporting lines for staff members, and

¢ Recelving reports on risk management.

Remuneration Cominittee
At the date of this report the Renmuneration Committee comprised:

Wavne Hawking, Chalrman (Nom-executive Divector)

Duavid Scott (Executive Director)

Peter Hall (Executive Director)
The principal funations of the Remuneration Committee include reviewing and making
recommendations 10 the Board regarding:

¢ the remuneration of the senior executives and the non-executive Directors,
¢ the remuneration policies and practices for the Company including participation in the
Emplovee Option Plan and other benefits,

e superannuation arrangements, and

« the Employee Option Plan.
The Committee is required to be cognisant of regulations regarding remuneration, paticularly
mn refation o the Corporatons Act,
The development of remuneration policies and guidelines is seen as a continual process,

evolving to meet the needs of the Company and other interested parties,
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Corporate Governance confiried

The Compmditee will conduct ar keast annual reviews of the remuneration policies and
practices 1o ensure they dare:
e relevant to the Company's wider objectives and strategies, and
o leeal and defensible,
The Remuneration Committee, in carryving out its funcrions and responsibilities, is guided by
the following objectives:
o to ensure that the remuneration policies provide the maximum opportunity and
framework to achieve the Company’s financial and other objectives,
e 1o ensure remuneration policles allow masdmum fexibility 10 management 1o achieve
corporate objectives in day-to-day operations
e o ensure individual offorr and conibution by employees s capable of being
mdividually rewarded,
o o promote a remuneration climate and colture which allows and  encourages
individuals o excel,
o o develop a remuneration policy appropriate for a listed public company, and
e o recognise that corporate profit performuance s g key  determinant of the
remuneration process.
In developing remuneration policies which will contribute o attracting, motivating and
retaining the quality and personal characteristics of staff required at all levels of operations,
the Committee is to follow a balanced approach, consisting of three key determinants:
e the need for competitive base remuneration in order to attract and retain pre-
determined staft skills and characteristics,
e 2 honus system which individually rewards short term contributions to the Company’s
ey success determinants” (as defined by management from time 1o time), and
e A long term reward/mcentive share option plan 1o create a real alipnment of employee

interests with sharcholders’ interests.

Invesiment Committee
At the date of this report the Investment Committee comprised:
Peter Hall, Chairman (Execrtive Chairmar)
David Buckland fExecutive Divector)
Mark Forstmann (Nomeexecutive Director)
Kim Tracey (Chief Investment Officer)
The role of the Committee is o
e review the objectives of the Hunter Hafl Trusts and the guidelines applicable 1o the
mvestment of Trust property,

e cnsure compliance with the Investment Policies determined by the Board,
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e ensure adequate segregation of duties of the nvestment team,

« undertake supervision and review of the investment decisions in relation 1o the Trusts,
+ review investment proposals for Hunter Hall and make recommendations 1o the Board,
s ensure effective and dmely reporting,

s ensure compliance with the authority levels ser by the Boawrd, and

« fulfil such other functions as the Board may determine from time (o time.

Chariiies Cormmittee

At the date of this report the Charties Committee comprised:
Suzanne Daniel, Chairman (Nowe-executive Divector)
Peter Hall (Executive Cheirmar )
Dyavid Scotr (Executive Divector)
Paula Ferrao (Staff representative)
Petrina Angus (Staff representative)

The Chariies  Committee’s  principal  functions  include  reviewing and  making

recommendations 1o the Board and 1o the frustees of the Hunter Hall International Charitable

Fund regarding donations by the Fund and the supervision of the Shareholder Nominated

Charitable Donations Scheme.

Adoption of a Continuous Disclosure Protocol

The Company is a ‘disclosing entity” pursuant (o section 111AC of the Corporations Act 2001
and complics with the continuous disclosure requirements as set out in the Australian Stock
Exchange {("ASX") Listing Rules and the Corporations Act 2001, The Company discloses to
the ASX any information concerning the Company which a reasonable person would expect
to have a muterdal effect on the price or value of securities of the Compuany unless certain
exemptions from the obligation to disclose apply.  The Company adopts a continuous

disclosure protocol and has appointed Ouatan Karim as Disclosure Officer of the Company.

Identification and Management of Significant Business Risk

The Board has identified significant areas of potential business and legal risk for the Company.
The identification, monitoring and, where appropriate, the reduction of significant risk o the
Compuany are monitored by the Risk Management Committee which reports directly 1o the
Board.

The Bouard reviews and monitors the parameters under which such risks will be managed.

FURTER HALL TRNTERNATIONAL LIMITELD FINANCIAL REPORT 2003



Corporate Governance confiried

Annual Review
it s the Bourd's policy that the Board should at Teast annually review:
o the performance of the Board, the Company and muanagement, and

e the allocation of work berween the Board and management,

Equity Participations by Directors

The Board encourages Directors 10 own shares in the Company.

Drirectors and Employees Dealing in Company Shares

Share trading by Directors and employees s restricted in accordance with the Company's
trading policy.

Directors and employees of the Company and its subsidiaries and thelr associates may not
acquire or dispose of shares in the Company except during the period of one month

commencing on the day that the Company makes a trading statement 1o the ASX,

Ethical Stanndards
The Company recognises the need for Directors and employees to observe the highest
standards of behaviour and business ethics when engaging in corporate activity.
The Company intends to maintain a reputation for integrity. The Board has adopted a Code
of Frhics which sets out the principles and standards with which all officers and employees
are expected 1o comply in the performance of thelr respective functions.
The Company's Code of Frhics:
o states the Company's values and principles,
e sers the framework in which the Company manages the business, its employvees and
refationships with all stakeholders, including the community i which it operates, and
o ostablishes the foundation on which all the Company’s policies are determined.
A key element of that Code is the requirement that officers and employees act in accordance
with the aw and with the highest standards of propriety.
The Compuany i strongly committed to creatng value for sharcholders, and believes thar
adhering 1o the above Code of Ethics will enable it to muake a positive contribution as a

socitly responsible company.
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Auditor Independence

It is the Board ‘s policy that, in order 1o maintain the independence of the audit function, the
external auditor shall not be engaged to perform consulting work for the group. It s,
however, the Board's policy that, in addition to the audit of the year end financial reports
and review of the half-vear financial reports, the external auditor may be engaged to provide
advice and assistance in reladon o compliance with financial reporting requirements, 1o act
as tax agent and perform the group's tax compliance work (ncluding any related tax advice
needed) and 1o perform other ad hoc assurance assignments, The above policy helps the
Board to ensure that the audior is independent at the same time as ensuring that professional

services are rendered 1o the group in a cost effective and efficien: manner,

Ethical Policy

The Company's ethical investment policy is comprised of the following elements:

Hunter Hall is committed to the concept of “responsible mvesting” and applies a negative
screen (o potential investments. Investments are made using a set of oriteria which establishes
an acceptable level of ethical behaviour and specifically restricts investments in companies
which dertve revenues from the sale of armaments, tobacco products, gambling, animal

hushandry, destruction of the environment and uranium mining. The ethical investment

policy allows investments in busines:

alcohol, the use of animals in medical experiments or which use aninual by-producs.

Among ethical or socially responsible products offered in Australia, the Trusts would be
characterised as "light green” rather than “dark green™. The Company's investment policy
pernts investment in mining businesses, provided that site remediation and native tide issues
are properiy addressed. It does not operate a “positive screen” which could fead 1o funds

being invested in what the Directors would consider to be sub-cconomic businesses, thereby

leading 1o reduced investment returns.

Hunter Hall has a policy of transparency and comounication in relation 1o investments,
Monthly and quartery reports of the Trusts’ investments are available on the Huonter Hall
wehsite and an annual Report 1o Investors, which gives extensive information on the
portfolios, is sent to all Fund Members and supporting advisors each yvear. In addition Fund
Members and supporting advisors are invited to Hunter Hall's Annual Investors Meeting.
The Company has a strict policy for share rading by Directors, employees and their
associates by which they are prohibired from investing i shares held by the Trosts withowt

the prior consent of the Investment Committee.
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Corporate Governance confiried

Charitable Giving

Hunter Hall nternational Limired s committed 1o donating 5% of its pre-tax profits (o
charities or charitable purposes.

In November 2002, the FHunter Hall Shareholder Nominated Charitable Donations Scheme
was launched. This scheme allows Hunter Hall International Limited shareholders, on a basis
proportional 1o the number of shares they own, 10 nominate Austrabian registered charities
for the receipt of donations.

For the vear ended 30 June 2002 the Company's donations exceeded 5325000, and for the
year ended 30 June 2003, donations exceeded $200,000. These donations were directed to

numerous charities which deal with environmental, social and humanitarian issues.
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HUNTER HALL ENTERNATIONAL LIMITED ABN 43 059 300 426 AND CONTROLLED ENTITIEY

STATEMENT OF FINANCIAL PERFORMANCE
FORTHEYEAR ENDED 30 JUNE 2003

MNote tiduted Entity
2002
%
Revenues from ordinary activities 2 21,591,813 12,647 836
Cost of investments soid 7,438,702 -
Employee benefits expense 1,703,404 1,703,404
Staff profit share 319,391 318,391
Charitahle donations 325,119 325,119
Depraciation and armortisation expense 127,087 119,232
Reimbursable trust expenses 1,001,209 977,200
Consultancy fees 328,845 328845
Brokerage 853,535 853,536
Borrowing costs expense 3 27,561 26077
Performance fee paid 2,251,468 2,251,468
Management Fees - -
Directors’ Fees 78,261 78,261
Occupancy costs 248,392 248,397
Marketing costs 254,006 254 006
Product developmant 94,227 §4,227
Compliance related fees 47,000 47000
Listed company costs 30,775 30,775
Foreign exchange losses 22,895 22896
Share of net loss of associate -
Other expensas from ordinary activities 682,161 579,380
Profit from ordinary activities before
income tax expense 3 5,857,873 4,388,609
income tax expense relating to :
ordinary activities 4 1,773,253 1,153,426
Met profit 4,084,620 3,235,183

Totat changes in equity other than those
resulting from transactions with owners
as owners 4,084,620 3,235,183

Baslc earnings per share
{cents per shara) 8 20,49

Diluted sarnings per share
{cents per shara) 8 17.05 |

The Statersent of Finaneial Performance should be read in conjunction with the accompanying Notes,
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2003

Note

G

Company

fidated Entity

CURRENT ASSETS

Cash assels

Racelvables

Other financial assets

Other

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Racelvables

Other financial assets
invaestiments accounted for using the
aquity meathod

Property, plant and squipment
Deferred tax assets

intangible assets

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT UABILITIES
Payables

Current tax liabilities
interast-bearing Habilities
Provisions

Other

TOTAL CURRBENT LIABILITIES
NON-CURRENT LIABRLITIES
interast-bearing habilities
Other

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY
Contributed equity
Retained profits
TOTAL EQUITY

10
T
12

10
T

13
14
15
16

17
18
19
20
2%

19
2%

22
23

2062
%
7,464,882 3,609,312
1,408,274 328,757
1,024,590 1,024,530

48,045 48,045

$,846,795 5,010,748

342,822 4,006,404
210,485 210,485
218,038 218,038

125,706
597,051
10,843,848

4,434,927
9,445,675

1,559,147 1,434,685
626,591 181,075
10,115 10,115
91,753 91,753

2,287,606

1,717,628

127,665 127,655

127,665
2,415,261
8,428,585

127 655
1,845,283
7,600,353

6,459,391
1,969,194
8,428,585

5,459,381
1,141,002
7,600,353

The Statement of Financial Positon sheuid be read i conjuneon with the accompanying MNotes,

FRUNTER MALL INTERNATIONAL LIMITED
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HUNTER HALL ENTERNATIONAL LIMITED ABN 43 059 300 426 AND CONTROLLED ENTITIEY

STATEMENT OF CASH FLOWS
FORTHE YEAR ENDED 30 JUNE 2003

MNote o

Company

tidated Entity

2002
%

CASH FLOWS FROM OPERATING
ACTIVITIES
Receipts from customaers 13,175,841 13,022,111
Paymaents to supphiers and employees {8,233,085; 8,162,181}
intarest received 125,576 §1,248
Borrowing costs {27,561 {26077}
Income tax paid {1,483,868) {1,300,600}

Net cash inflow from operating activities 24 3,656,503 3,634 501

CASH FLOWS FROM INVESTING
ACTIVITIES

Purchase of property, plant and equipment {150,026} {150,026}
Purchase of investments {3,407,575) {1,343,890}
Sale of investments 7,685,476 -
Dividends received 16,159 597 000
Loans repaid by controlled entity - 3,328,034
Purchase of additional shares in

controfted entity (2,000,000}

Net cash (outflow) inflow for investing
activities

CASH FLOWS FROM FINANCING
ACTIVITIES

4,144,074 426,118

Proceeds from issue of shares 1,388,440 1,388,440
Repayment of borrowings {114,237 {114,237}
Dividends paid by parent company {2,175,422} (2,175,422}

Net cash {outflow) from financing

{901,219
6,798,758
665,124
7,464,882

{501,219
3,159,400
449912
3,608,312

activities

Net {decrease} [/ Increase in cash held

Cash at beginning of year

Cash at end of year g

The Statersent of Eash Hows should be rezd in conjunction with the accompanying Neotes,

FURTER HALL TRNTERNATIONAL LIMITELD FINANCIAL REPORT 2003
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The fmancial report 15 a general purpose financial report that has been prepared in
accordance with Australian Accounting Standards, Urgent Issues Group Consensus Views and
other authoritative pronouncements of the Australian Accounting Standards Board and the
Corporations Act 2001,

The financial report covers the Consolidated Entity of the Company and controlled entities,
and the Company as an individual parent company. The Company s a listed public
company, incorporated and domiciled in Australia,

The fnancial report has been prepared on an aceruals basis and is based on historical costs
and does not take into account changing money values orn, except where stated, current
valuations of non-current assets. Cost is based on the fair values of the consideration given
in exchange for assets.

The following is a summuary of the material accounting policies adopted by the Consolidated
Entity i the preparation of the financial report. The accounting policies have been

consistently applied, unless otherwise stated.

a. Principles of Consolidation
A controlled entity is any entity controfled by the Company.  Control exists where the
Company has the capacity to dominate the decision-making in relation to the financial
and operating policies of another entity so that the other entity operates with the
Company to achieve the objectives of the Company. A list of controlled entities is
comtamed in Note 11 o the financial statements.
All Inter-company balances and mansactions between entities in the Consolidated Entity,

mchuding any unrealised profits or losses, have been eliminated on consolidation.

b. Income Tax
The Consolidated Entity adopts the liability method of tax-effect accounting whereby the
meome tmx expense is based on the profit from ordinary activides adjusted for any
pernanent differences.
Timing differences which arise due to the different accounting periods in which ftems of
revenue and expense are included in the deterpdnation of accounting profit and table
income are brought (o account as either a provision for deferred income tax or as a future
meome tax benefit ar the rate of income tax applicable (o the period in which the benefit
will be received or the Hability will become pavable.
Future income tax benefits are not brought 1o account unless realisation of the asset is
assured beyond reasonable doubt. Future income tax benefits in refation to tax losses are
not brought 10 account unless there is virtual certainty of realisation of the benefit,
The amount of benefits brought to account or which may be realised in the furure is hased
on the assumption that no adverse change will occur in income taxation fegistation and

the anticipation that the Consolidated Entity will derive sufficient future assessable income

FRUMTER HALL INTERNATIONAL LIMITED FINANGIAL REPORT 2003



to enable the benefit 1o be realised and comply with the conditions of deducibility
imposed by the law,

The Company has not vet made a formal decision in relation 1o forming a tax consolidated
group under the Tax Consolidation Regime. Hence all tax balances have continued 1o be
accounted for in the individual entities and m accordance with the requirements of UG 39

Property, Plant and Equipment

Each class of property, plant and equipment is carried at cost less, where applicable, any

accurnulated depreciation. The carrving amount of property, plant and equipment is
reviewed annually by Directors 1o ensure it s not in excess of the recoverable amount
from these assets. The recoverable amount is assessed on the basts of the expected net
cash Hows which will be recetved from the assets employment and subsequent disposal.
The expected net cash flows have not been discounted 1o their present values in

determining recoverable amounts.

Leases

Leases of fixed assets where substuntially all the risks and benefits incidental to the
ownership of the asset, but not the legal ownership, are transferred to entities in the
consolidated  entity are classified as finance leases. Finance leases are capitalised,
recording an asset and a Hability equal to the present value of the minimum lease
paviments, including any guaranteed residual values.

Leased assets are depreciated on o straight line basis over their estimated useful lives
where it is likely that the consolidated entity will obtain ownership of the asset or over
the term of the lease. Lease pavments are allocated between the reduction of the lease
liability and the lease interest expense for the period.

Lease pavments for operating leases, where substantially all the risks and benefits remain
with the lessor, are charged as expenses in the periods in which they are incurred.
Lease ncentives under operating leases are recognised as a labiley. Lease payments

recetved reduce the Hability,

Drepreciation
The depreciable amounts of all fixed assets wre depreciated on a diminishing value basis,

except feasehold improvements which are depreciated on a straight line basis, over their

useful fives to the Consolidated Entity commencing from the time the asser is held ready

for use.

The depreciation rates used for cach class of depreciable assets are:

Class of Fixed Asser Depreciation Rate
Office equipment, furniture & fixtures 13-300%
Leased office equipment, furniture & fixtures 33%
Leaschold improvements 33%

PRURTER MALL INTERNATIOMAL LIMITED FINANCG
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

f.

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

Hivestimenis

Investments are carried ar cost. Investments are classified between current and non-
current based upon the Directors’ intention as to whether the investments are held on a
fong-term basis or for sale within twelve months. The carrying amount of current and non-
current mvestments is reviewed annually by Directors 1o ensure it s not in excess of the
recoverable amount of these fnvestments. The recoverable amount &8 assessed from the
guoted market value for listed investments or the underlyving net assets for other non-listed

investments. The expected net cash flows from investments have not been discounted to

theilr present value in determining the recoverable amounts.

Investments i assoclated companies are recognised on the cost basis in the financial
statements of the parent company and by appiving the equity method of accounting in
the financial statements of the consolidated entity.

Itangible Assets

Goodwill on consolidation is mitially recorded at the amount by which the purchase price
for a business or for an ownership interest in a controlled entity exceeds the fair value
atiributed 1o #ts net assets at the date of acquisition. Goodwill on consolidation s
amortised on a straight line basis over the period of 26 vears. The balance is reviewed
annually and any balance representing future benefits for which the realisation is

considered to be no longer probable is written off.

1. Employee Benefits

i.

Proviston is made for the Consolidated Entity's Hability for emplovee benefits arising from
services rendered by employees 1o balance date.  Emplovee benefits expected 1o be

settted within one vear together with entitfernents arising from wages and salaries, annual

feave and sick feave which will be settled afrer one vear, have been measured at the
amounts expected to be paid when the Hability is settled, plus related on-costs. Other
emplovee benefits pavable later than one vear have been measured at the present value
of the estimate future cash outflows 1© be made for those benefits.

Contributions are made by the Consolidared Entity to emplovee superannuadion funds and
are charged as expenses when incurred.

The Company operates an emplovee option plan, details of which are provided in Note
22 to the financial statements. Profits or losses incurred by emplovees, being the
difference between the market value and the issue price of the shares acquired, are not

recorded by the Consolidated Entity as remuneration paid to emplovees,

Cash

For the purpose of the statement of cash flows, cash ncludes cash on hand and ar cald
deposits with banks or financial iInstitutions, net of bank overdrafts.
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Revenue

Interest revenue is recognised on an accruals basis. Dividend revenue s recognised when
the right (o receive a dividend has been established. Entry fees are recognised as revenue
q
revenue monthly hased on the fees receivable for funds under munagement for thar

in the month thar funds are recetved by the Trusts, Management fees are recognised as
month. Performance fees are recognised as revenue, on a six monthly basis (at 30 June
and 31 December) when the fee becomes unconditionally due. The fees are receivable
from the Trosts within seven days from the end of the relevant period.

All revenue is stated net of the amount of goods and services tax (GSTL

Goods and Services Tax

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 Tax Office. In these
chreumstances the GST s recognised as part of the cost of acquisition of the asset or as
part of an item of the expense. Receivables and pavables in the statement of financial

et
v,

position are shown indusive of G81

Charitable Donations

The Compuany donates 3% of the profits of the Consolidared Entity {pre saff profic share
expense and pre tax} to charities and charitable causes. This donation is recognised as an

expense for the vear and a lability is recognised ar year end.

. Change in Accounting Policy

The Company adopted the revised accounting standard AASB 1028 Employee Benefits
from 1 July 2002, There were no material changes to Employee Benefir liabilities as a

result of adopting the revised standard,

n. Comparative Figures

Where required by Accounting Standards, comparative figures have been adjusted to

conform with changes in presentation for the current financial yvear.

FURTER HALL TRNTERNATIONAL LIMITELD FINANCIAL REPORT 2003
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

¢

Hdated Entity Cormpany

2002
%
2 REVENUE
Operating activities
Management fees 4,431,950 6,484,481
Management fee rebates -
Entry fees 2,681,977 -
Performance fees 4,502,936 4,502,936
Administration fees -
Dividends received from controlled entity - 592 000
Proceeds from sale of investmaents 8,792,156 -
Interest received 125,576 91,248
Trust reimbursements 001,191 977,151
Other revenue 56,128 -
21,591,913 12,647,836
3 PROHFT FROM ORDINARY ACTIVITIES
Profit from ordinary activities before income
tax has been determined after charging:
a. Expenses
Borrowing costs - other persons 27,561 26,077
Depreciation of property, plant and
aguipnent 116,336 116,336
Depreciation of leased plant and
aguipment 3,897 3.897
Arnortisation of goodwill on consolidation 7,885 -
Operating lease expense 67,706 87,706
Foreign exchange translation loss 22,896 22,8396

b. Revenue and net gains

Net gain on disposal of investment 1,353,454 -

ﬁ FRUMTER HALL INTERNATIONAL LIMITED FINANGIAL REPORT 2003
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tidated Entity 1 Comgany

2602

4: INCOME TAX EXPENSE

The prima facie tax on profit from ordinary
activities before tax is reconciled to the
income tax expense provided in the
financial report is as follows:

Prima facie tax payable on profit from

ordinary activities before tax income tax
at 30%

Add tax effect of:

1,757,362

1,316,683

Non-deductible depraciation and amortisation 8,294 5,837
Capital loss not brought to account
Other non-allowable items

Equity accounted loss

22,128 | 19,771

Less tax effect of:

Over provision for income tax in the
{5,330}

177,600

prior year

Fully frankedirebateable dividends

Income tax expense refating to

ordinary activities 1,773,253 1,153,426

Future incomae tax loss benefits not brought
to account:

Tirmning differences

Tax losses

FURTER HALL TRNTERNATIONAL LIMITELD FINANCIAL REPORT 2003
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

o fdated Entity t Company
2002 2002
g %
5 REMUNERATION AND RETIREMENT
BENEHTS

Diractors’ remuneration
income paid or payable to the Directors of
each entity in the Consolidated Entity by the
antities of which they are Directors and any
refated parties 3,747,022 3,747,022

Nurmber of Company Directors whose incomae from the Company and any related parties was within
the following bands:

2003 2002
Mo, Mo.

$20,600 — $29,599 1 z
$30,000 o $39,999 1 1
$40,000 o $45,999 2

$50,000 o $59,999 - 1
$180,000 $169,599 1 -
$190,000 $199,599 1 1
$620,000 $629,599 1 -
$6580,000 R $689,999 1 -
$1,070,600 — $1,079,599 - 1
$1,130,600 — $1,139,599 - 1
$1,210,600 — $1,218,599 - 1

The name of directors in office at any time during or since the end of the year are:
Peter James MacDonald Hall (Executive Chairman)

David tan Scott {Daputy Chairman and Executive Director)

David Barclay Buckdand {Exscutive Director}

Pater Charles Constable {Non-executive Director} {resigned 14 November 2002}
Suzanne Mary Daniel (Non-executive Director)

Mark Benedict Forstmann (Non-executive Director}

William Wayne Hawkins {Mon-executive Director)

Fraderick Raymond Woollard (Executive Director) {resigned 15 Aprif 2003}

The Directors have been in office from the start of the financial year to the date of this report unless
otherwise noted.
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2002

5. REMUNERATION AND RETIREMENT
BENEFITS continued
Exscutives’ remuneration

Income paid or payable to Executives of
each entity in the Consolidated Entity by
the entities of which they are Executives
4,054,645

and any related parties 4,054,645

Number of Company executives, Including executive directors, whose income from the Company and
any related parties was within the following bands:

2003 2002

Ne. ho.
$30,000 - $39,999 - E
$40,000 - $49,999 1 -
$160,000 - $169,999 Z -
$170,000 - 8179999 1 -
$190,000 - $199,999 1 2
$220,000 - $229,999 - E
$620,000 - $529,999 1 -
$880,000 —  $689,999 1 -
$1070,000 — %$1,079,999 - E
$1,130,000 — $1,139,999 - E
$1,210,000 — $1,219,999 - E

The amounts disclosed above in relation to director and executive remuneration include the fair value
of options granted and are consistent with the more detalled remuneration disclosures inctuded in the
Directors” Report. The inclusion of options granted in the above disclosures is consistent with the
requiremnents of the Urgent lesues Group Abstract 14 “"Directors Remuneration” and ASIC guidelines.
The values attributed to options granted for both the current year and the prior year have been
calculated in accordance with the preseribed method set cut in Exposure Draft ED 108 Share-Based
Payments and the 2002 balances have been restated accordingly. However, no amounts have been
charged through the Staternent of Financial Performance in relation to the granting of options. This
treatrent is consistent with the current generally accepted accounting practice in Australia, as there is
currently no Accounting Standard dealing with the accounting treatment for share options, When a
standard is Issued in the future, the Consolidated Entity will account for the issue of share options in
accordance with the requirements of that standard.
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

Consolidated Entity Parent Company

6: AUDITOR'S REMUNERATION

Rermnunaration of the auditor of the
Company for:

Audit of year end financial report
Review of half year financial report
Other assurance services

Taxation services

7: DWIDENDS

Fally franked ordinary dividend of 8.5 cents
per share {2002: 1.9 cents} franked at the
tax rate of 30% {2002: 30%)

361,495 361,455

Fally franked Interim ordinary dividend of
7.0 cents per share {2002: 11 cents) franked

at the tax rate of 30% {2002 30%!} 2,107,001

2,468,496

2,107,001
2,468,456

Balance of franking account at year end
adjusted for franking credits arising from
payrment of provision for income tax and
dividends recognised as receivables,
franking debits arising from payment of
dividends provided for and franking credits
that may be prevented from distribution in
subsequent financial years. The Tranking
cradits have been calculated on the paid
basis from 1 July 2002 and the 2002

balances restated accordingly, 408,732
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Consolidated Entity Parent Company
2002

8: EARNINGS PER SHARE

EFarnings used in the calculation of both
basic and dilutive EPS

Weighted average number of ordinary

shares outstanding during the year used
in calculation of basic EPS

Effect of dilutive share options

Weighted average number of ordinary
shares and potential ordinary shares
outstanding during the year used in
calculation of dilutive EPS

9. CASBH

Cash at the end of the financial year as
shown in the Statement of Cash Flows is
reconciled to tems in the Statement of
Financial Position as follows:

Cash at bank

Deposits at call

10: RECEIVABLES
CURRENT

Amounts receivable from:
Other recelvables

Other related parties

NON-CURRENT

Other receivables

4,084,620

18,837,761
4,025,539

23,863,300

1,381,265
6,083,617
7.464,882

595516
3,013,795
3,608,312

39,565
1,368,709
1,409,274

52,500
276,297
328,797
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

Consolidated Entity

11: OTHER FINANCIAL ASSETS
CURRENT
1,024,556

Intarest bearing loan 1,024,580
Unlisted investiments, at cost: '
Shares in listed corporations

1,024,580 1,024 590

NON-CURRENT

Unlisted investmeants, at cost:

Units in unit trusts 319,300
Shares in listed corporations -
Shares in controlied entities 3,687,104

Shares in associated companies

342,822 4,006,404
a. The interest bearing loan is receivable in Pounds Sterling and is not hedged
b. Percentage held in controlled entities :
Country of Percentage
incorporation owned
2003 2002

Parent Company:

Hunter Hall International Lid Australia

Subsidiaries of Hunter Hall Internationat Ltd:

Hunter Hall Investmeant Management Australia 100% 100%

Rushcutter Investments Pty Lid Australia 100% 100%

Bennelong Administration Services Pty Lid Australia 100% -

Hunter Hall Superannaation Company Pty Ltd  Australia 100% -

Bennelong Administration Services Pty Ltd, which provides administration services to the Trusts and the
Superannuation Fund, and Hunter Hall Superannuation Company Pty Ltd, which acts as trustes to the
Hunter Hall Ethical Superannuation Fand, were incepted on 10th Decemnber 2002 and 25th September
2002 respectively with a share capital of $2 each.

ﬁ FRUMTER HALL INTERNATIONAL LIMITED FINANGIAL REPORT 2003
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tidated Entity

12: OTHER ASSETS
CURRENT
Prepaymaents

48,049 48,049

13: INVESTMIENTS ACCOUNTED FOR
USING THE EQUITY METHOD

In the year to 30 June 2003, Hunter Hall
international Ltd purchased a 30% interest
in AM Constable Pty Lid for $300,000, an
untisted company whose principal activity
is funds managermaent.

{a} Movements during the vear in equity
accounted investment In associated
coOInpaniaes
Balance at the baginning of the
financial year

Add: New investrments during the year
Less : Share of associated company’s
toss from ordinary activities and
extraordinary tems after income tax
Balance at the end of the financial year
{b} Retained earnings attributable to
associate share of associate’s loss
from ordinary activities before income
tax expense
Share of associate’s income tax expense
Share of associate’s loss from ordinary
activities after income tax axpense
Share of accumulated loss at the
beginning of the financial yvear

Share of accumulated loss at the end

of the financial year
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

Consolidated Entity

14: PROPERTY, PLANT AND EQUIPMENT

Office equipment, furniture & fixtures

At cost 304,708 304,768
Accurulated depreciation {117,545} {117,845}
Total office equipment 187,163 :- 187,183
Leased office eguipment, furniture & fixtures

At cost 27,218
Accurnulated amortisation {3.897}
Total leased office equipment 23,322
Leasehold improvements

At cost 60,807
Accurnulated amortisation {60,807}
Total leasehold improvements -
Totat Property, Plant and Equipment 210,485 210,485

Movements in Carrying Amounts

Movement in the carrying amounts for each class of property, plant and equipment between the
beginning and the end of the current financlal year

Cifice Leased office
aguipment,  eguipmient,
fureitare & furniture & Leasehold

fiutusrs fixture improvements Total
$ $ % 8

2003 Consolidated & Parent Entity:

Balance at the beginning of year 187,163 23,322 - 210,485
Additions 753,753 - 123,255 877,048
Disposals {2,517 {2,517}
Depreciation expense {135,183} {9,518; {12,778} {157,478}
Carrying amount at the end of year §11,348 13,804 110517 935,669
2002 Consolidated & Parent Entity:

Balance at the beginning of year 121,317 - 88,375 179,692
Additions 122,807 27,218 - 150,026
Depreciation expanse {56,961} {3,897} {58,375} {119,233}
Carrying amount at the end of year 187,163 23,322 - 210,485
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2602

15: DEFERRED TAX ASBETS
Future income tax benefit - timing differences 218,038

218,038

218,038
218,039

16: INTANGIBLE ASSETS
187,131
{31,425}
125,706

Goodwill at cost

Accumulated amortisation

17: PAYABLES
CURRENT

Sundry creditors and accrued expenses 1,148,848 845829
Payables to related parties - 178,557
Payable to investiment team 133,180 133,180

277,119
1,659,147

277,119
1,434,685

Accruad charitable donations

18: TR LIABILITIES
CURRENT

526,591
626,591

181,075
181,075

Income tax

19: INTEREST-BEARING LIABILITIES
CURRENT

Lease liabilities

Loan

10,115

NON-CURRENT
13,312
114,343
127,655

13,312
114,343
127,655

Lease liabilities

Bank loans

FURTER HALL TRNTERNATIONAL LIMITELD FINANCIAL REPORT 2003

s



34

HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

G

fidated Entity Company

20: PROVISIONS
CURRENT

Employvee benefits

Number of employees at year end

Nummber of Directors at year end

21: OTHER LIABILITIES
CURRENT

Deferred lease incentive received
NON-CURRENT

Deforred lease incentive received

22: CONTRIBUTED EQUITY

22,893,037 (2002: 22,519,829 fully paid
ordinary shares

tssued ordinary shares at the beginning
of the reporting period

Shares issued during the year under
Dividend Reinvastment Plan

Oplions exercised

Issued ordinary shares at reporting date

6,459,391

65,459,351

4771877 4,777,877

283,074
1,388,440
6,459,391

283,074
1,388,440
6,459,351

tssued Ordinary Shares at the beginning
of reporting period

Shares issued during the year under
Dividend Reinvastment Plan

Options exercised

Issued ordinary shares at reporting date

FRUNTER MALL INTERNATIONAL LIMITED

No. No.
18,008,100 19,009,100
77,129 T7.12%
3,433,600 3,433,600
22,519,829 22,515,829
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22: CONTRIBUTED EQUITY continued

Share Rights

Ordinary shares participate in dividends and the proceeds on winding up the parent company in
proportion to the number of shares held. At shareholder meetings each ordinary share is entitled to one
vote whan a poll is called, otherwise each shareholder has one vote on a show of hands. Ordinary shares
participate in dividends and the proceeds on winding up the parent entily in proportion to the numbaer
of shares held.

Share Options

At the end of the year there were 2,485,000 {2002: 2,989,400} unissued ordinary shares in respect of
which options were outstanding.

Employee Option Plan

The Employee Option Plan allows the Company to grant options over shares to key executives and
Directors.

Etigibitity

Under the Employee Option Plan the Board may offer options {o purchase ordinary Shares in the
Company to Directors or other executives of the Company {("Eligible Executives”), whom the Board in
its sole discretion determines.

Option lssue

The consideration for options is an amount equal to the exercise price, but payment is deferred until the
options are exercised. Options may not generally be transferred. Options will not be quoted on the ASX.
However, the Company will apply for official quotation of shares issued on the exercise of options.
Sharas issued under the options rank equally with other shares of the Company.

Exercise Price, Exercise Poriod and other terms:

2003 2002
Weighted Weighted
Average Average
Exgrcise Exgrcise
Price $ Price §
Balance at beginning of year 1.06 0.41
Granted 4.00 1.31
Forfeited 0.40 -
Exarcised 0.82

Balance at end of year

Exarcisable at end of vear
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTESTO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

22 CONTRIBUTED EQUHTY continued

30 June 2003 Outstanding Exercisable
Otk Average Hverage Mumber Average

Price Options Option Life Option Price of Options Option Price §

$0.40 445,000 5.25 0.40 20,120 0.40

$0.96 140,000 2.725 g.s0 - -

$1.26 800,000 3.25 1.20 - -

$4.00 1,100,000 4.47 4.00 - -
2,485,000 4,92 20,120 0.40

o Of which 241,000 are not issued under the Employee Option Plan
2 Vesting of 175,000 options is subject to meeting specific performance targets

® Vesting is subjact to meeting specific performance targets

30 June 2002 Outstanding Exercisable
Otk Average Hverage Mumber Average

Price Options Option Life Option Price § of Options Option Price §

$0.40 1.5619,400%9 5.75 0.40 27,560 0.40

$0.96 170,000 3.79 g.s0 - -

$1.26 1,000,000 4.75 1.20 - -

5400 300,000 4.42 4.00 - -
2,989,400 5.92 27,560 0.40

= Of which 1,258,000 are not issued under the Employee Option Plan
= Vesting of 250,000 options is subject to meeting specific performance targets

® Vesting is subjact to meeting specific performance targets
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Note

23: RETAINED PROFITS

Retained profits at the beginning of the
financiat year

Net profit attributable to the members

of the parent company

Dividends paid 7

Retained profits at the end of the
financial year

24: CASH FLOW INFORMATION

a, Reconciliation of cash flow from
operations with net profit
Profit from ordinary activities after
fncome tax
Cash flows included in profit from
ordinary activities not attributable to
operating activities:
Dividends received
Loss / (Profit} on sale of investment
Non-cash flows in profit from ordinary
activities:
Armnortisation
Deprectation
Unrealised foreign exchange loss
Share of net loss of assodlate
Changes in assets and liabilities, net of
the effects of purchase and disposal
of subsidiaries
Decreasaflincrease} in trade and term debt
{increase’ in prepayments
Decrease/ {increase} in deferred tax asset

increasef{decrease} in trade creditors
and accruals

increasef{decreasa) in Income taxes payabl
increase in employee entittements
Cash flows from operations

b Non-cash Financing Activity

353,073

4,084,620
{2,468,496)

1,969,194

4,084,620

{16,199

{1,353,455)

11,752
115,336
{22,896}

{957,176}
{25,824}
{191,354}

1,367,873
481,738

72,489
3,556,903 .

374316

3,235,183
(2,468,496}

1,141,002

3,235,183

{592,000}

3,897
115,335

(272678}
{25824}
{191,354}

1,245,274
44,179
72,489

3,634,501

in accordance with the Company's Dividend Reinvestrnent Plan, $268,550 (2002 $293,074) of

dividends paid during the year were reinvested in the shares of the Company.

FRUNTER MALL INTERNMNATIOMAL LIMITED

FINANCIAL REPORT 2003



HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

Consolidated Entity

25: CAWTAL AND LEASING COMMITMENTS

Lease commitrments

Payable:

- 11y later than 1 year 65,237 65,237
- tater than 1 year but not later than 5 years 18,162 18,162
Total Lease commitments 23,389 83,389

26: RELATED PARTY TRANSACTIONS

Transactions between related parties are on
normal commercial terms and conditions
no more favourable than those avallable to
other parties unless otherwise stated.

i Hunter Hall Investment Management

Payment of management fees pursuant to
an investment management agreement
for the provision of certain services by
Hunter Hall to Hunter Hall Investment

Managemaent Ltd 6,495,489

Payment of performance fees pursuant to
an investment management agreement
for the provision of certain services by
Hunter Hall to Hunter Hall Investment

Management Ltd 4,502,938

Dividends received by parent company
from Hunter Hall Investment
Management Lid

Dividends received by parent company

from Rushcuatter Investments Pty Ltd 592,000
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26: RELATED PARTY TRANSACTIONS continued

i

i

Bennelong Administration Services Pty Lt

Payment of administration fees pursuant to
an investment management agresment
for the provision of cerlain services by
Hunter Hall to Bennelong Administration
Services Phy Lid

Management Investiment Entities
Purchase of units in the VGT

Purchase of 1,000,000 units in the GEY
Sale of 1,000,000 units in the GET
Purchase of 1,000,000 unis in the AVT
Sale of 1,000,000 units in the AVT
Purchase of 10,000 shares in the [EF
Sale of 5,000 shares in the IEF

Management fees received and receivabl
pursuant to investment management
services provided by Hunter Hall
investment Management Ltd to the:

VGET
AVT
GET
HHIEF

Performance fees received and receivable
pursuant to investment management
services provided by Hunter Hall
investment Management Ltd to the:

VGET
AVT
GET
HHIEF

Administration fees received and
receivabla pursuant to administration
services provided by Bennslong Ltd to the:
VET

AVT

GET

FRUNTER MALL INTERNMNATIOMAL LIMITED

1,660,000
1,413,800
1,060,000
1,375,500

5,568,666
363,100
162,723

4,230,409
272,527

FINANCIAL REPORT
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

26: RELATED PARTY TRANSACTIONS continued

SIpany
2002
$
Expenses paid in relation to Hunter Hall
Investment Managermaent Ltd o the:
HEIEE -
tv. Director-related Entities

Agreement with Mark Forstrann for the
provision of foreign exchange advice 25,774 26,774

Agreement with Pecon Pty Ltd {related
party of Peter Constable) for consultancy
services

Agreemant with Lubicon Pty Ltd (related
party of Peter Constable} for the purchase
of investrents in EBS
Purchase in The CDL No. 1 Private
Equity Fund
Investrmaent management advice
v. Share Transactions of Directors
Directors and directorrelated entities hold directly, indirectly or beneficially as at the reporting date
the following squity interests in members of the Consolidated Entity, in the form of ordinary shares
and options over ordinary shares in Hunter Hall:
Directors and their related entities acqirred 5,771 ordinary shares in the Company on the same terms
and conditions avaitable to other shareholders and exercised options to acquire 75,000 ordinary
shares in the Company under the issues described in Note 20 to the financial report. Directors
disposed of 158,130 shares during the period for a total consideration of $632,026.

Directors and their related entities acquired 248,000 ordinary shares under the Hunter Hall
International Staff Option Plan, on the same terms and conditions available to other employess.

FRUMTER HALL INTERNATIONAL LIMITED FINANGIAL REPORT 2003
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27: FINANCIAL INSTRUMENTS
a. Interest Rate Risk

The Consolidated Entity’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
intarest rates on classaes of financial assets and financial habilities, is as follows:

Waighted average Floating interest rale Mon-interest
effpctive interest 01 Years 1105 Years hearing Totat
yate 5 5 % $
it 12

Financial Assets:
Cash 7464882
loans 1,024,580
Uther receivables 1,408,274 1409274

342,822
10,241,568

{nvestments 342,822

1,752,086

Total financial asse

Financial liabilities:

Bank laans and

overdrafts 814,845 114,243
Other loans - -
Lease Hiabilites 23427 - 23,427
Payables 1,559,147 1,559,147

Total Financia

Liabilities 2,468,892 1,696,817
b. Credit Risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at
balance date in respect of recognised financial assets is the carrying armount, net of any provisions
for doubtful debts of those assets, s disclosed in the Statement of Financial Position and Notes to
the Financial Statements.

The Consolidated Entity has a concentration of credit risk exposure from amounts receivable from
the Trusts {(VGT, AVT, GET} it manages, which represents 92% of receivablas.

¢. Net Fair Values

The net fair values of listed investments have been valued at the quoted market close price at batance
date. For unfisted investments whare there is no organised financial market the net falr value has
been based on either cost or the redemption price published by the issuer at batance date.

The net fair valaes of loans and amounts duse approximates their carrying value.
For other assets and other Habilities the net fair value approximates their carrying value.

No financial assets and financial liabilities are readily traded on organised markets in standardised
form other than listed investments.

Financial assets where the carrying amount exceeds net fair values have not been written down as
the Consolidated Entity believes the diminution to be temnporary.
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HUNTER HALL INTERNATIONAL LIMITED ARN 43 059 300 426 AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JUNE 2003

27 FINANCIAL INSTRUMENTS

Aggregate net falr values and carrying armounts of financial assets and financial Habilities at balance date:

2003 2002
Carrying Met fair Carrying MNet fair
armount value arnount value
% % % $
Financial assets
Cash 5,504,990 5,504,990 7,464,882 7,464,882
intgrast bearing loan 491,884 491,884 1,024,590 1,024,590
Other receivables 1,376,383 1,376,383 1,409,274 1,409,274
investiments accounted for using the
equily method 230,000 230,000 - -
Unlisted investments 319,300 319,300 319,300 319,360
Unlisted investrments {anits in trusts) 23,633 22,095 23,622 22628
Listed investments 445,808 420,422 - -

8,391,898 8,365,074 10241568 10,240674

Financial Habilities

Other lvans and amounts due 26,170 26,170 114,343 114,343
Lease Habilities 15,874 15,874 23,427 23,427
Payables 1,044,008 1,044,008 1,569,147 1,569,147

1,086,052 1,086,052 1,686,517 1,656,817

28: STATEMENT OF OPERATIOMS BY SEGMENTS

The Company operatad within one business segmaent {Investment Management} and one geographical
sagrment {Australial,

29: SUBSEQUENT EVENTS

There were no events subsequent to yvear end that require disclosure other than those matters referred
to elsewhere in this report.

30: CONTINGENT LIABILITIES

There wears no contingent liabilities at year end that require disclosure,
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HUNTER HALL ENTERNATIONAL LIMITED ABN 43 059 300 426 AND CONTROLLED ENTITIEY

DIRECTORS DECLARATION

The Directors of the Company dedlare that:

1. the Financial Statements and Notes, as set out on pages 17 1o 42 are in accordance with

the Corporations Act 2001, including:
a. complying with Accounting Standards and the Corporations Act 2001, and

b giving a true and fair view of the financial position as at 30 June 2003 and perforpunce

for the year ended on that date of the Company and Consolidated Entity,

2. in the Directors” opimion there are reasonable grounds o believe that the Company will

be able to pay its debts as and when they become due and payable,
This dedclaration is made in accordance with a resolution of the Board of Directors.

DA

David Barclay Buckland

Director

Dated this 30th day of September 2003
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