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InvestmentDi rect or s6 Report

The Australian economy is projected to grow quite strongly in 2011. The Westpac
leading economic index projects 4% real economic growth in 2011, whilst other leading
ecoromic indicators put real growth at 6% per annum. Economic growth is mainly
coming from a record high terms of trade (high bulk commaodity prices, energy prices
and raw material prices or high export prices) and high potential capital investment by
the resotce sector. Earnings in the Australian equity market are projected to rise quite
strongly in the next two years to reach 390 to 400 per unit of the S&P/ASX200 index
(earnings are currently just under 300 per unit). The Australian equity market therefore
has substantial upside.

The Australian economy is set to experience above trend economic growth in 2011
(trend growth is 3.25% per annum) which is likely to put upwards pressure on cash
rates and the AUD versus the USD. Commentators indicate that the &Bs@aik of
Australia will lift official cash rates from 4.5% (neutral) to 5.25% to 6.25% over the
next six to eighteen months. The Australian dollar is anticipated to remain strong
versus the USD. Increasing cash rates, a high AUD antteodylow rates ofrowth

in the US economy and Advanced Industrial Economies are restricting the
performance of the Australian equity market. Nevertheless, the outlook for earnings
remains strong.

The economic outlook for the Advanced Industrial Economies remains weaake:-Uapan and

the United States are struggling with the impetus of private secteveeaging and high and

increasing government debt. Economic growth in the US economy is well below trend rates of
growth (3.3% per annum) with the US economy expenenits slowest post WW?2 cyclical

recovery. There is some chance of doubjerecession and deflation in the US economy in 2011,
although exceedingly low interest rates and the potential for a secondary round of quantitative
easing (expanding excess res=in the banking system) are likely to prevent those outcomes.
Economic data remains patchy in the US, but hopefully economic growth can strengthen in the US
economy in 2011. Corporate earnings in the US remain strong.

The Advanced Industrial Economia®dikely to implement a fiscal contraction of115% of

GDP in 2011. Clearly long term structural government deficits need to contract, otherwise the
threat of sovereign debt crises will intensify. This fiscal contraction is likely to slow economic
growthin the Advanced Industrial Economies in 2011, although this is likely to be offset by
increased confidence in the private sector.

The performance of the Australian economy is diverging markedly from the Advanced Industrial
Economies. Australia is beneiitg from the strong economic growth in Asia and the Emerging
Market Economies and in particular India and China. The Emerging Market economies are
growing at 6% to 6.5% in real terms compared to 2% in the Advanced Industrial Economies.
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The Chineseconomy has grown at real rates of growth of 9.5% to 10% per annum post the start

of economic reforms in 1979. Real economic growth in China has come from labor productivity
growth of 4% per annum and the increased investment resulting from urbanination a
industrialization 5%6% per annum. The Chinese urbanization rate (proportion of the population

living in cities) is 46.6% at the end of 2009 and is projected to increase to 65% to 70% in 2030. If
these outcomes occur, Chierceplamallestrangforpedod gfr o wt |
at | east 20 years. |l ndi ads real l ong term ecc
and Australian equity market are benefitting from these trends. The Australian equity market

should continue to outperim the major global equity markets.

Equity investors should be able to look to a stronger Junkfi@ncial year with some

confidence.

The Funds we manage are highly concentrated in securities in which we hold a strong research
conviction.We will contnue to take a positive view towards the equity market, provided that
Australianeconomic growth expectations continue to fiemain robust

The team at Naos looks forward to a rewarding year in fiscdl. 20dur investment capital
continues to be managjéliligently and prudently. We are pleased to provide our Annual Report
for the year ended 8Qune 2Q0for the Funds.

QN‘}M

Craig Hood
Investment Director
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Directors' report
Naos Small Companies Fund .

Tha Direclers of Neos Sasot Managamant Limited, the Respansitie Entity of Nave Small Comparies Fund Cihe Funy’), pregent Ag repan logtier
with the financinl repon of the Fund, fov tha yur endad 30 June 2010,

Princ/pal activithez
The Fund way corstruted on 201h Novamber 2004 8ad #s principal actviy dunng tha year was 1o imnest funds ir » wide range of listed equity

$6CUrNES in Austrola b socordancs with iLs Evvestmont stalegy. Thore have baen 110 wgnificant changee in tha nature of the Fund'a aciivitas.

Diractors
The Responsisic Tnlily of the Fund ia Nuua Asset Managemwil Livied. The directors of Ine Respomsiie Entty in office duting tre (nancial year

&rat o1 tha dele Of s repen aro!

Jalf Viiaon
Mong Mak;
Cralg Hood
Grant Winbarg

Raview of aperations
The perfaranxice of Iha Fund, as teprasantad by the rewlla of Iis oporatony, wos as loliows:

Yoor ended Yeur andod

2010 2008

M 5

Not oporating roomeifoss) 5,240 9450 372 eeo]
Distribution peld and payahie . 222,537
Distzibution (cents gaf unilh 0.0 246

Nt profit slrbaabie 10 unitholose for tha yaor anded 20 June 2010 vas $5,219,650 [2000 Not lesx: $2.725.000)

Thore wan no deribution 1o unifnoders Zoring the year ended 30 June 2010, Distributions 1o unithokien during the yoar aivd 30 June 2000 tctalled
$322.437.

Distrlaticna pad to unihalders duang the yaar Inciuded a dsiibuBon of 2.48 0SNS5 por Vait pRid on 23 July 2008 i respedt of the your andied 30
Ang 2008,

Sigaflcant changes In state of affuirs
Trere \acE 1o signiicant Changes in e state of atfsiny of U Fund that occurred during Ue financiel yoar

Everds aar the Statemant of Finenciat Position date
In tha oinion of Uie ¢ econ, no malier of Groumstsnce 1ea anden sinca 30 June 2010 that hap signicanty aected. of mey signfcanily aled

0] the opersbons of the Fund in future finarcal ysars;
] 1he resaits of hoee operalions In nvro financml years; any
(ol the wale of alfsirs of Me Fund in ftueo fnanclal yeers,

Likely davalopments sné axpoctod resuits of operstions
There s o matceal changes proposed for the oparalion of the Tund and its lnvestment phrssopliy

e e i il e o

dato il o

oo e e
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Diractors' report
Naos 8mall Companies Fund

Indecinilieation and Insurance of officers and avddors

During the year ended 30 Juna 2010, 0o insurance pramium wes paid cut of the Fund in regard o nsumnca cover pravided %o Noos Asset
Menagement LIMKEST. NO INSUrance premium is poid 1or out of the sssats of the Fund with regand o inturance cover providad 1o the avdiors cf tha
Fund.

S0 ko as the officers of Naos Assat Managemrent Limded act in accordance wih e Fund Consliudon and lhe Law, the cffcers reman
incerinifiod cut of De assels of the Fund againgt 1033es moumed whle acting on behal of tha Funs. The auditons of the Fund ere in no way
incdemafiod out of the asrats of the Fund.

Fees paid lo and Interests hald in the Fund by ths Reaponsible Entlty and its assoclates
Foes paio 10 U Responasie Entity and (ts assoales owt of Fund property during tre year ase disciosed in Note § to the Faencial statemants.

o (968 were paid ot ¢f Fund proparty to the drnctoes of the Responsizle Entity durdng Ihe year.

Toe interests in the Furd 1wda Dy tha Responsible Entty and As as50Gi0%0s 21 (e e of Ihe Francial year 3re dackased in Note § 1o e floencal
slotements.

Irterasts In the Fund
Tha movement in units on issve in the Fund curng ING yoar @ as sei out below:

2009
Units
Unis on isaua &1 30 June 2009 9,084,200
Units issued during the year 4,295,719
Unes redzemed during e yoor {1.027.260)
Uniks issuad upon re-nvastmant of Jadaubons 587,311
Urks on lasus 8130 June 2010 129156091
2010 2008
Value of ansels $ H
Vilue of Fund snses at year end 109.737.349 12 540.5280

The valuz of tha Fund's assals is derived using e baa's set oul in Note 2 o the finrcal statements.
Environmental regulation

The ozermsbens of the Fund ere not satject to any particular or significant envirenments! regulations under @ Commomyesitn, State or Terntory law.
Thara hava beon no sgnscant breschws of any Gthar envircamental reguirements aspicabie to Mie Fund.

Indirect cost retlo
The Inairect Cost Ratio (ICR) s the msiio of 1he FLN0s MENIGRmMANT oGS Cudr Ine Fund's avarege Net assats siiributebie for 2w year, expressed as
a parcenlage.

Masggament costs Include manapament fdés @13 olr GXPANsas of reimburEcments deducted i rMaton % the Fund, Bt g2 not inciude
vanssctonel and apecatooal coals such as brokerage. Manegement costs ara not paid diracly by the unitheidecs of tha Fund.

The IR for the Scheaw foe the year ended 30 June 2040 is 1.30% (2006 3.26%,)
Audtors Independence

Qur suditars, Alworihe, have provicad us wilh a deciaaticn of ther independence whoh 3 atached ul paye 4.
Soned in accordence wih 3 resolution of the Board of Caecions of Nacs Asset Manegement Limited, the Rosponsitle Entlty,

-

M Makej
Direclor %
s

J Wilson ) //L/J'LA/J\‘
Direcior T
R
Sydney
15 Aujutl 2010

Y VR S -1
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AUDITORS' INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF
NAOS SMALL COMPANIES FUND

3 Y

We heraby deciare, that to the best of cur knowledge and belief, during the financial year ended 30 June
2010 there have been:

(1 no contraventions of the auditor independence requirements as set out in the Cerporations Act
2007 in relation to the audit, and

() no contraventions of any applicable code of professional conduct in relation to the audit.

Name of Firm: Allworths 4
Chartered Accountants v
Name of Director: £ gﬂ*‘ ‘
Stephen N Amistrong FCA g
Address: Level 8, St Martins Tower, 31 Market Street, Sydney NSW 2000

RaadMii sl s

Dated this 18" day of August 2010




Statement of Comprehensive Incoms
Naos Small Companies Fund

For the year ended 30 June 2010

fvestment Income

Dividand maveaus
Diztnoubon revenue
Interes: revenuy

Nel change In e velua of irvesimant neid at (3 vaiue nrough proft and loss account

Sunoiy revanue

Tola! itvosterent income from ordinary actvites

Expanses

Stock lencing lees
Daddend padd on shor $106X

Managemen: fonz
Interes: pasd

Srokaraga and sundly Expanses
Total axpenses fron: ordinary activities
Nt profit attributabile to unitholders

Oistritvations b2 unit NOWIIS

Clange I niet essats aliributabla to wiit holders

The abovs Stotenent of Financil Perommancs shiouitd be read n corjuncan with fha occompanying noles.

PagelO

Yeor andod Year ended
2010 2008
$ 5
136,277 216,837
. 20350
35191 267,157
5,646,600 9,026,420)
139,180 1.04¢
5857287 12.632.077)
(233.102) (46,020)
(283,085) {107.443)
(232,809 (95,110
{@79) .
2271) @ro
o T
5219950 {2,788,020)
- (2e2.337)
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Statement of Financial Position
Naos Small Companies Fund

As at 30 Juna 2010
210 2008

Notes $ $
Assete
Casn and cash equvalens 1000 313020 1,776,042
Ireabment in fnancis) 33am - hokl v vadng 4 18017470 9,236,938
Trade and cther racaivabics 5 S02.108 1,824,549
Total assets 10,73/ 348 12,540,528
Lisbltities
Trade and cther peyalies & 285802 4,341,420
Finanda! llabilves - held for Irad'vg 4 4,918,710 3,081,500
Diswibution peyabile 7 . 222597
Totaf Habikties faxciaing nwl assols
atibutahie to umithclders) 5,203,512 B8,025.467
Nat aasats atiidutable to vnittroldors - Nabity § 141533@31 6&:5 061

The ahove Statemart of Fnancal Pesmian shouks be oy 1 canuralion wilh 1he stosmpaming nates




Statement of Changes in Net Assets Atfributable to Linitholders
Naos Smail Companies Fund .

For the year ended 30 June 2010

AL 20 June 2008

Net grafiicss) stinbutabic 1o undhoiders
D butions 1o Lnihoides

Application for unts

Rewampdon of units

AL 30 June 2009

Net profitfloss) sitrbxtatdes lo unthoklers
Diswrtwtions 1 unanclderns

Appticalic: for units

Redamption of units

Rt of cazilal

ALJI2 June 2010

The abzve SElAMEN: of chanyes i rel assels shoud ba read 1 conginsSion with tha accsmpnnying ooLas.

Pagel2

Net Adselz Attributable to
Unltholders

5.560.753

{2,783,090)

1222537}
1,202,930

1,840,030)

85
S.210,90
5,137,864
{1,28C,976)

Ei.wEi'lmE

S mal L eme L

VIR B - MY

e

ree




Statement of Cash Flow
Naos Small Companies Fund

Far e year ended 33 Junse 2010

Noles

Cash flows from operating activilios

inferes] recelvec

Div vEngs ang trust dislnbutions received

Clhu* income recetrad

Aanagement 'wes pad

Ol expansas pala

Pagrvenls for purcansa of nekd for Irading invesirents
Prucess [om sale of hai for kad ag nvostments
Not cosh autlfow from oporating activifios 10{0)
Cash flows fram financing activiies

Procsecs from ssve of units

Payment for redomplica of units

Distrbution ceid

Not cash inflow from fThnancing activities
MNet increase in cash
Cach and cash aguivalonds of the baginniag of Ihe finenciel year

Cash and cosh equivatents at the end of ¢ Inanclal year 10{0)

The abave Steteman: of Cash Fiow shouid or read in coajunction with the sccompanyiig nses.

Pagel3

Year andad Yoar ended
2010 2000

3 $

33,005 250,577
168,200 272028
149 368 825
1222.545) (198 222;
(440,814) (192.411)
(84,557 822) (38,395,373
60,956,502 41,278,041
{3,841,076) 2,275 404
4,487,810 §0.000
(1,280,278) {1,840 030}
{626,278) (1,030.057)
SEOSE4. {20,108
(1,351,042) (344 782)
1.679,042 2,023.824
215,020 1,678 042
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Notes to the financial statements
Naos Small Companies Fund

£or the vear endad 30 June 2010

Note 1. Corporate Information

The finarusl repart of Naos Small Camgeries Fund for the yesr ended 20 June 2010 was autherised foe 133w in ascorderce with e ressiutan of e
Cractors of the Recpontidio Emiy on 18 Augus 2010, Neos Smaf Comanien Fund 18 an Australmn ($0816:00 Mana)ed (/asTment schame undc:

e Corporalione At 2001

e fy? wee conskbitud on 25 Nowemher 2004, Neos Assal Managament Limitec, the Respongitie Enlily of the fund, @ inco:pomiad and
domizted In Austraia. THo 1egistared cifice of the Reeparaiblc Entily Is located st Ground Floar, 176 Mocausra St Syoney MS'W 2000,

Note 2. Summary of slgnificant accounting policies

") Basis of eccounting
This penedai puroose fnanckal rpon has been prepared in accordance with the raqulrements of tha Fund Consfitution, Austraian

Srandards, oihar SUNorlatwe procouncements of the Australion Atcounling Standards Board and the Corsoratans
Act 2001 in Australia

luuwmmamdmwmmnimlmm.whrmm-hm a8 noted, have Leon measurad ol
fair vadue, The sccounting policles adopted are consisternt wilh those cf the previaue year.

The Silement of Finandlal Positon is umm.lqmmmowmmnwmnbdhmoomud
liquiddy and are noi dislinguisher belwesn cument and non-Cument, acditional Infoemadon Tegarting this we Indduded n the
elavant notos. All balances ane expacled 10 ba recovanad o sotied winn tweive ooy AnE, axcapt for invosimenta b Faancial
ss5ets and net astets stiibutabio 10 urihellars The amount Lxpecied to ba recovered or setted It relation to thede balancas

zannot bo refatly detarmined

() Compliance with intemational Finsncial Reporting Standaris (IFRS)
The financied tepot compiics with Inlemesonal Finahvin Reporing Staniarcs, Ivarpratations erd clhar pulhontahve

prencuncemantd 95 Ssved andior acopled by 1he Inemational Acccanting Standards Board.

{©} tvwesmenss in financlal sssets held lor tradicg

Purchuses 210 38196 of HNancGS assets that foyure Gelvary of assets within the time frame generally axablznsd oy reguieicn of
comeantisa In the merse! place are recognisud on B Y2oe dede L e, the date Me Fund commils to puchase or 5ol the asset

Mvestnens are clisatbed as hokd for raliag

raslnents are ritkly racorcdec t fair value, D2y the fair vahm of consdermlon prven, exciudng YENsaclon COAly andG are
revaluad to e et F3 vaiue as ot reparbing dete. Unreaksed gains o icsses from revalualion afe recogn2ed o Ihs Stalement of

Fmancial Padformance.

Whon tho irvestiment is sold, colleclad or athanwse dspasad of, e dfioronce Lelwean the conwdorabon and the cost of
[rveatment |3 reocgnissd as realised gaina of kesus in tha Stalewrent of Foandal Perfoemanca,

The rret 127 vadua of Isted equrties s calculated as 1he Did £oica on the roporting date. Wihere this prica @ nol avaslable, of Nt
resatve, bocause F Maiger or asqusilon activly, e Retpensibia Entity determings ihe nal T veloe vhich wilk nol be in excoss
of the recoverbie omaunl Corln £ODIs i Boquiing ivvestmarks, such as brokerige &rd slamp duy, are expensed in he

Stalenan of Finanos! Perfarmancs.

The net s velee of shorl zokas fs cacuweled B3 the quolcd MaNke! "Bsk” prica on the repcang oalo. Where ihs price & not
svalable, of net rsliatio, because of Me:Qer Cr aoquisiben ackally, the Responsinie Entdy determinas tha net fIr volue wiikkh wit
ol be in excass of 1ho recovaratle smount. Conmain cusls in scquidng nvastiments, Buch &3 Drooinge and slamp duly, ae
expereed ir. v Statement of Fhancisl Perdcrmance

() Cerivatives and financle! Instruments
The feir valus of derivative Anancial Meguments see dedermined by reference 1o markel values for eimvar redruments

All dexirairres. are closslingd as haid for tmong, edh a0y gains ar 105588 ansng FCM Chaindos it 137 velue take: Sseclly '0 net
proft oe koss far T year
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Notes to the financial statements
Naos Small Companies Fund

For Lse year coddsd 50 June 2010

Nete 2.

(8

(h

@

)

@

(k)

Summary of significant accounting policies (cont.}

Investrment Income and CXpenses
Phvidand ravenue g recodrised when Ine Furds Il 10 18C2ve DIyment ix aslabk 3nec.

DivkiEnas deciard on $8Curlios 8010 Shor 828 recorted As & divikiond npansa on the ex-divizand dato.
Truwt lsuibusons are (hCOQNS2M O An CAlteners basis.

Iriarest rwaenuR |3 1B2oQIISEd 0N 8 UMe poacmicnaio bos:s Mat 1akes inlo account he eflecive yieki o 11e finandial aseet

Mhlhom&f&mdhmum&wdmuuemmm J5 revenusi O epenses n the Sleoment o
Financiel Forformanse in the yeor in which tha changes occur.

Cask and cash equivalants
For the purposes of I Stalemant of Cash Flow, cath snd cesh equivalents inzhudas dapasits st call vaich e S0y ComveiniE

fo cand G NENG and are SUbEct 10 en insgnificant sk of chenges in value.

Incosne tax
mwwtmwm.NFWBMwalrmcmMGVnW* incame of the Fund ie fully cietndites

elther by wiy of cash of relnvestment (.. untthoiders ene presently eniidac to hainsame of the Fund).

Finnciel inslaumants may includa unsealised copkal gains, Shoukl such A gain ba nwalised, 1het parion of T Dol 1L s subject
to copetal gaine tex Wit bo distididad so st the Fuad 15 Nt subyect fo capisl paing tax

Rnluudcawnuouuuowmmmulomwrmmmhmfmwbocﬂulaguhﬂmrui-dupd-l
pols. 1 realisod copetal gaine accoad reabsod capiial ki, 100 QXCass I2 distributed 1o unliboiders.

Tho bonefits of franking credds st Raegn lax paid ame passed on b unthoders.

Distributions
In veeordonce vith fie Fung Constitutica, e Fund Rty Eatribunas |15 distnbutsble incama 1o unitholiers Ly cash o; renvesiment,
Dstrbubateg Inscme is ostermined by rafaronze 0 the taxable incoma of the Fund, The distibulions are peyable at ha end of

Junm @621 yoar with intecion Cistibuions pard us et e £nd of December sach year
The benefits of funaking credils and foegn laxk pald 50 084803 61 1o UNINC!See,

Expense rocognition
Expanses sfu /ezognised in the Stmement of Financial Pedwmance whan e Fund hes o prssont cbigsion (legal of

conglructve) e & rasufl of @ pasl evart Iat can be miably mesaured. £5penses a0 roogrsad in tha Stalement of Finwcal
Pertormencs whem expandimure dous nol produce kiure cosromin benefits Hat qualify for 1ecognition 83 sn asset n

Trade and olher recelvabies
Rocavubias mey insiude amounts for Sddanas. inferest and seasnsies Loid where setiement nes nof yat occumac. Dividurnds &g
sozcead when Uie right fo rucolve psymant fs setablivhed Interest 2 acerved at iy repading asla from 1ha Sme of insf panymiend

Amourts aro generadly recaived witnin 30 cays of being rezarded as recevablas

Unsattes investment purchases/swles (aprasent payaties from socudilies purchased #nd rereallas for SocLTMios SO’ it hne
teen contrsctad bul oL y&t dedverod al vepr end. Trades sre reccrdad o tade Sete, and no'mally wettiad within “hrew businoss

days,

Aczcounts payahfo
Thase emaurds reprosert iasiinas for amounts owing by the Fund e! year and which = Lipaid. Trhe amounts are unscavesd

and wo LauRll; B6Id adlhn 30 ciys of racognition.

Tha cistridition amcun! payalio o uwnithaiders as at e rencring cate iv recagrised separdiey on he Statement of Financial
Posit o when wiilheidars are crasenliy enttied 10 U d'sinowable income under 128 Fund's Coastiuborn

asa' . aaad ame  an
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Notes to the financial statements
Naos Small Companies Fund

For the year onded 30 Juna 2010

Note 2.

i

()

n)

to)

(p)

Summary of significani accounting policies (cont.)

Applications and redempbons
The applcation prica for unds in the IFurd s caiculatcd 05 the net assed valuy of e Fund divided by *ha numbar of urils in insue

in T1e Fund coor b the applicatics. Tne sppliceton prica 15 et of a0y anfry fees 8nd inclies sn apslication sproed (1o resaver
wansaclon cosis) payatio

The redemption prica for unds i the Fund is celcdlated ga the ot asset vabie cf Ihe IFund divided Ly 16 rumrber cf units 0n isse
at or Immaciataly prior o cose of business. The redempton pnce B8 incluave o! any redamplion sgieda pRyatie 10 recovae
ransankon casts, (53099 and reeemplicns of Unis ard procassed SIMUENAcUSY.

Goads and Services Tax (BST)
mwinwmdwmombdwmmmwu1mmIu&mwmmunuchnhmmw

management fees have bacn passed onto the Fund. The Fund quaises for Reduced Ingunt Tax Cradids (RITCs) a1 & rate of 75%
on Invesimerd management facs and othar expansas. ACTCLNER payablo /e Incdlusive of GST. Tne net amount of GST
resuveralte fom M1e Ausimian Taxalion OMica (ATO) is incuusd in receivabics in the Satement of Finsrcim! Poaiticn, Cash flows
telsling to GST are indudod in the Slaterant of Cash Ficw on @ procs basis.

Curmency
Soth the functonal M Lrasantation currensy ¢f S Fund is tho Ausiralian Delar (),

Tenns and conditions of unils

A Wl dost net conter any intorcel in sny partoular asset or investiven of the Fund Uaineidors have veious Jights under the
Constiuton ang the Corparations Act 2001, Inchading the right ke

0] have ther unis redeanad;

) receiva income cisiritullons,

¢)] alend end yolo al maetnge of unitholdars; and

) participate in the Lermination and winding up of lie Fund,

The righls. cbiigabions and reatnctons arached 1o asch unil 2o Kecal in ol respects

Derecognilion of financal instruments
The derecegnssion of & financial instrument l8'kes place when tha Fund m lenger control Ihe contractual nghs thasl conmipr e s
fanncial melrumernt, which i nomaly tho case when tha ineaumand ks $0iE, € 108 cash [ows wiartutobds (o the Inafrumen: are

eossed (hrough 1o o0 indepanoand third party.
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Notes to the financial statements
Naos Small Companies Fund

For the year endad 30 Juac 2010

Note 3.

Note 4.

Note §.

Note 6.

Note 7.

Distributions
Distributions to untholders 2010 2009
Conts paruenit  Cents per unit
$ 3
Interan Diambusion 31 Decambor 000 G.00
Final Distribation 30 Jung -~ 000 246
Drtributions Lo unilholdars 0.00 L

The campeeont of the fnal distrisutien for the year which s vanad ot selanca dsle i ahoan In the Slatamen: of Finanzal Postio

2enbih “ bl 42 &

Investments in Financtal Assets and Financial Liabilitles

2010 2008
Finanxal Assets $ $
£inancial assets at fair value theogh profit and joss
Lsied eguillas - lcog 8517070 0233 80

rv—————la e ;“
Financ il Liabiities

Finsocial Habilties at falr value through prefit and loss

Lisled equitios - shon 4,610,710 3,931,500
491071 3,941,500
Trade and Other Receivablas
2010 200%
$ $
Unsuolied nvestment sales 402745 1562 444
Ancruad Incomoe L 20,848
GST Recaivablc 56238 1457
502 159 1 674 54%
Trade and Other Payables
2010 2008
$ $
Unseticd Inveziment plachases 130,306 1.703610
Accied nanagerenl &0 performanca fees 20,493 10305
Othor payablos 132,803 Y7430
203.302 1,347 430
Distributions Payable
2010 2010 2002 2009
$ CPU s CPU

Oistribution Payatie - 000 222537 246




Notas to the financial statements

Nzos Small Companies Fund

For the year endad 20 June 2010

Note 8.

2009

Related Party Disclosuras

Respons/bie Entity

Tre Responsitie Enly of Noos Small Companizs Fund is Naos Asset Manzgament L vniled,

Kay management personnal
n weCicre

The dirocions of Naos Asset Monogement Limded durng tho year waa.

Jaff Witsen
flona MM
Craip Heod
Grant ‘WinberQ

Chiaberoan (nemsexecutive) of Naos Asnet Management Umited
Direcior of Naxas Asset Menagement Limited

nsessment Diractor of Naos Asset Musagemart Limvied

D uedo: (ron-exacutive) of Neos Asse! Management Limiles

Pagel8

The shove remad drectars, and the Reapormitis Entity, tarm e kay managoni2nt peracnnel of the fund, No compansason hus
buan pag direcy from the Amd to the key management parsonnsl.

1o Director of Maaa Ascet Maragement Liz wies paid any rermanersion directly by the Fund dusing tha year, v thedr
compensntion paid oy Noos Asset Management Lid, or related ealbibes of Nags Assat Manegenent Ld, is not dructy related 1o

asnvices ey rencer o Ine Fund,

Unitholdinga of kay managemant personnel (and their Related Entities)

Jati '‘Wilson
\iona Nakam)
Craig Hooe!
Grant Winleg

Jelf \Mhlson
Mona Meka)
Cieg Hood
Grasil Winberg

Units  Units no longer

Balance at ncquired/  deemed to be Balance ot
1 July 2009  [(di6posed) Director reipled 30 June 2010
§99,304 24 058 (622422
50 000 (50,000 - %
648 384 (25.342) - 0224822
Unifs  Units no longor
Batance at acquired ! deamed o be Balance at
1July 2008 (disposed) Director misted 30 June 2005
352015 240,340 - 568,364
50000 . 30,000
08015 760,343 - 848 354

e s st e

kil s




Notes to the financial statements
Naos Small Companies Fund

For the ymar aaded 30 June 2010
Note 8, Related Party Disclosures (cont.)

Fees and Koy Management Fessonnel Remunvration

Management ‘ees and Perormance (aes paxt arx peyatie [o componics elaledt 1o they Fund wores 80 fallows:

Pagel9

2040 2008
$ $
K308 Ascel Managemert Limiled Lenogement Fee 232850 00,512
232 050 (9,110
—

Distributions
Ak Mpmmdmem:ﬁhmﬁ“:nm.ﬁusmmm;munubmlnnolﬂn

Perdformanca Fao

The perfermenca feo i caloulatad and accrued daly (Yo cakulaion perod’), Tie parforance foa. If any. is peid Hannually in eTeas. Thewm ae

00 pevformance fees paict in reapest of (he 2000 and 2010 fnencial yaars

for each cakulaton perfod, ha parformiance fee

in rospect of each unit (s equal to 20.5% (nciusie of the fut aftect of GST) of fhe exans

appraciation n tw not wseet value rgains! e UBS Warburg ponk Bil indas. Undaporformnnce is requiced 1o be made up in subrcquont perods

belore a parformance fes < aamcd.

Managomen Fee
5375% (nclusive of e (&l effect of GST) per anaum of 1he Nt aseeta ot Le Fund. calcukded duily

The maniges receives A managemerd fea of 1
and parable monihly by the Fuss.

Noto 9. Net Assets Attributabie 1o Unithalders
The mms and condltions atachest to Lhs in the Fud can be found ia note 2(c)

Novernents in namber of Wiks snd unilhokiers’ luncs during Ui yeas were 83 foilons

2010 2010 2909
Units $ Unkta
Unitholders® funds
Opening talanco 2066,250 6,515,002 10591,700
Appicanons 4,291,719 4,407,810 75314
Regemplons (1,027.288)  (+,200,878) (2.605,632)
Net oporating incoma athiulabie ta Unithaidons - 3.213,950 -
Lali&ubors pad/payable . . .
Aeluin of Capkal . 11,058,161) -
Unils issudd upor relnvastmaorn: of Jiskisubzos 587 211 655,054 1200126
Closirng baence 12.015 14.533 037 064

9,960,739
50,000
(1,640,050}
{2.790.090)
(422 537)

5,152 §90

RS A AN

G5

Ax stipolated winle N Fund's Constiumion, e2zh unt freprosents & fight to on indhidual share = e Fund and doas not oxdent K0 & fght 10 e
pnceryiog assets of the uad Az at 20 June 2010, e wWiié N0 LOPIIATE asces of U &0 eanh unit hos the some rights allucti-g lu i as &l

cihor unilis of e Fund

PO TN R S RIS P

i o A

LRl

o P S T Py
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Notes te the financial statements
Naos Small Campanies Fund
For the yagr endied 30 June 2010
Note 10, Cash and Cash Equivalents
(&) Reconcliation of cash and cash equivalents 2010 2009
Fot the purposns of the Stawnent o Financial Poation and Stalarmant of
Comn Fiow, cash ond cagh eaulvivents comiriss $ s
Zamn at Larh 216,020 1470.042
Cash at bark sams intorest 3t 1281ng rales tnsed ¢ dady bank dopasi| @les
2010 2009
vy Reconcillsflon of net prafi sttributabile Lo unithoiders to $ $
net cash provided by opernfing sctivities
Ne! (LoesyProfit atidbuiesio to unitholdens £,210,060 {2,752 090)
Adustments 7207
Brokorage Experes . 77C
Na? chenge i falr vadus through profit & loss (5,640,500) 3,023,420
Faymanis faf purchase of beid 1of frading investments (b4 557 532) (39,345,973)
Procosds from sake of he's for fradng wivesiments B0,538 502 41,313,041
Cnanges n Assels and Liodtitles;
IncressaiDacroase) it '8ds and other peyubias 71.315 44,706
(Increnta)Docrease i trade and cther recoivablas 32,869 38,570
Net Gash Oulflow from Operating Activitios (3.941.676) £.404
{c) Non-cash tinancing activitles
Non-cush financing and invasting sciivities caried oul duiing the yaar ot normal
commenc 12rms and conabions included,
Ruemyvestmant of uniis from dstibutions paid =4 ES0 051 1,162, 960
Note 11. Auditor's remuneration
Lurnn e yeas Tha followiiy 1683 werg pasd of poyalie o Allaoetis (2003 Ema & Youngl ‘o0
200 2008
$ $
Audil of financal reports 3,750 8,500
Complianza pian aycH 2250 £.500
gmo 17.000
Thy: audiars e urorstion wes bome by the Respoisioie £ty in eccordunce with the Fund's Constigtion,
Nole 12, Segment information
The Fund cparatos (1 60E busnoss Seamen, being invosimenl rranagemant. The Fund also oporans from coe guogrephic
location Leing Austalla from wher ils inwesting acliviien are menaged  The Fund st Vesimant exposuics i Ausvalia coly o
imeastnarts Us100 cn an aulhonsed Austrelion Stack Exchangs.
Note 13, Contingent Liabilities and Commitments

As Ul 30 June 2000, e Fund has ro condrgent Kat ke or commitments

&l il

e T B R e e

sl

e

T

-

-

P ]
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Notes to the financlal statements
Nacs Small Cempanies Fund

For the year ended 30 June 2010

Note 14, Financial Risk Management

The Fund's prncipal krancial mstumenis comprise equily £8Cunbes, interest Dearning secubes, llad proporly Luss, cevakyes and cash, The
el pRiTpose of thase financinl FAIrume s is to genrale o mium on [he imvestmarts nade by unkthaidors.

Tha Fund alse has varous olha fnans sl indlumants sush as vade celisr 6nd Iade Crodion, which anse directly from ils opevalicns

The Fung may a's> emae into derlvative ransaclions, pdncinally Indec fdures, atock sxzhange tradec oprone The maln pUIRCEd & 1 manage
mesket sisk sssocisted wih the Fund's invesument rmnsactons, and as & mesns of efecting & cnenge in the assel mix. investments i darvatves
are net used Do gesr tha Fund's invesimant portiolo, and faf wilhn guigetines for fchidua! searies and axposuie linlls.

The mgin rigss evising from the Fund's financiel instrumsnts &e credl rivic. macket nak and Fqunlly rak The Responsibie Cnbly rewans wil 6gress
rolcies for menagivy e6Ch of esc (543 8rd thay are summorised Beiow. The Func also monitors the market prico rick arlsirg from sl Anancig!

nshuments

Mmdmmuummqy.Meromulanhm‘:hhfwwM;mmm!Mnaelam. in arpicipasion of &
decine in tha market pnce of such securtlies, Tha Fund wikl borow ths encurily scld 0 ordar 10 make delivary 10 106 buyor. Lpon enferng o thets
ranssctions, tha Furx 1605703 o liabifty %or 19 excess tomcaved. The Pund ecords B raalised gan of 1088 whan the ahot positon s cloeed out snd
e tomowed seaunly i LM, The sesuries borowed fom e Prinie Broker iNcroeses $e smount of capial availile [ wament and

erablss Fie partfolio to be hadged

{a) Credit risk
Credil risk is 1he riek of loss causec by anciher party defauling on 118 financisd obhipakons. The Fuad may bo suojtct 10 a rak of loss an acmne of

e sssals 0 danosit with 0 beoker in tha ovent of the broksr's bankrupicy, (he berksuplcy of any deanng NOUsS Brokor YWough wi'sa e broker
exacuies 804 clas’s wansacton, o e banknupicy of an axchange clearing house. In the cose of auch tankrpicy. the Fund :Rghl recoves 00 & pro
As0 basls s shave of a'l properly evaabis foc distribulion 1 8l of the brokars cuslomers Such en erroant midy be ‘ess than tha amoutts omed
0 e Fund [hoso events would have @ advoree effect on the net esset value of the Fund.

A perty dolau'beg o1 its obligeions, whether due 15 nzoivancy, banknplicy or cther cuutes, culd subject Ine Fund 10 sucsansal ksses, The Fund
wil st ba racuired 1 T thei: oiNigLAons on say ansacton which were Io have substantizlly ifse! ather contracts. It = oxpacted trat Ihs
Invesaman: Manager %1 seek 10 mitigate thase (3ke by revigwing the crsuitvarminess of ell counforpulies and crly en'er inio rensacfons with
thoss countovpartes which il bal'sves (o be creditworthy,

On-Statement of Financial Position financial instruments
The cowdit ok on Nrancial assets of the Fund which have been recognised in the Statemerd of Flancel Fositon ol than inwesimants n agulios

203 unising unlt busls 6 genecally the GaNMyinG smount

Collsterai phedged undar prime brokerape agresments
The Fund has entsred into 2 prime Drekaraga agroement wath T Group, me Fund's pdime broker Al of the sasals of e Fuad &2 pledged as

crons-colalers) for ol pmounts uwad noummamm:mau»mmmmwthmmmmn
Rish Concantralions of cec! expoaure

Concentronon S sk is managod by INCuslry S8y

£ Industry tocior aratyras of the Fund™ nvestmants as @ 30 Juhe is 73 below

2010 2009
% %
Gonsumer Saapes - .
Consumer Siscralicnory 205 (12.08)
Croegy - 2256
Flisneia's 24 94 .
Heathoare 5052 20.36
Indurtrials 2138 14,45
IPIGrNQRioNn teshina'egy 1259 .
Malerials 16 69 4440
Mocka - (10.16)
Oter 13515) {42.30)
Telacommun catong . 1807

100,00 190.00




Notes to the financial sfatemenis
Naos Small Companles Fund

For the yesr ended 30 June 2010

Note 14, Financlal Risk Management (Cont.)

(b) Mtarfiet Risk

Page22

Macet sk 1 1o rek that (0 13ir vBke of lubure sast. fova of francial inslunents witl flucheala due to tho enanges in markel varistlas 220 as

et sales, foro'gn exsnarge ritas and oquily Pacws,

{1 Prce risk
The Fund 4 expesed % equily secuiiies snd

dorivatva £02ur1as price sk Ths anses fom kveliments hokl by tie Fund for which prices in the

frture aro uncedan. All secuisas nwestmants peesent @ risk of kss of capllal, Bxcopt for equitat sold shon, M4 radmum rek resulung fom
firancal stumants is delermined by the 12 value of e Mancal nstrurernls Posgidle kasus 1om equites 40l shart can be unimiled,

This dsk |8 managed by emsudsg thal all activilies w vansaced in sccurdance wih mandeles, cwerall investment slealegy and wikin approved

it Market risk anulests i conducled reguiardy on a total portfoio Besia which indludes the effact of derivelives.

Lias repraseriing oved 10 par cont OF net assels allrittanie 1o untholdens (Lefare distibulons physbls) At year end wirk,

Long aesir
201 2006
% %
Alhux 12.50% 12.69%
Ampels Mining D.00% 3.45%
Austin Engineenng 0.00% 11,35%
CED Engroy 11.22% 9.00%
Chengenex Phannaceuticels 0.00% 10.85%
Enterianment Macia & Telecom Corpanalions 0.00% 1184%
Festiolio 10.56% 0.00%
lowsl) Papwent Systams 12.58" C00%
Impedmed 10.45% 0.00%
Nunosonics 14.80% 0.00%
RHG 13 5% 0.00%
Megis Rescurces 12765 20u%
Netex ResouCes 0.00% 0.00%
Stupharma 1267T% 0.00%
Unéide 000% 11.99%
111 24% P4.72%

Socuritics sokd short and aseociated securitles borowings

Wher S0 Fund nnuwt'eswmnmmmambmummwmmmmmnwmdmwbmm

exposed 1 price 18k of thosc secunican s short. Tne saics soreemant is usualy vellisd by defvuring borowed seoutitien. Howavar,

2075064 10 retuen theaa borowed securities 2l a later dale.

tha ~und s

Shon scouties resresenling over 10 por cent of net asscls sltributatia 1o un fholders (bafore dslnbulions cayoble) 51 50 Juna 2010 wora:

2019 2009

% "

Wok! cam Mokings G.00% A257%
SPOR 28PASX 200 Fur _-35.15% 38 34%
28,15% 50.91%

Thets were no slhcr secaries opssErling ovar *0 pa! cent o' net euseto stlibazebie ta uniholders Ba‘ere distibutiond payabic) ot 30 June 2009

ot 30 June 2000

e i B ettt e S

2

Sddemaal . o~ ma g

[ |
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Notas to tha financial statements
Nacs Small Companies Fund

For e year $A0ed 30 Juns 2010
Nota 14. Financia! Risk Management (Cont.)

W Cavency sk
T2 F i) GRS Pl k) &'y 228416 OF LANERES MR0C:NVS IOy U1 CuteGHS CINET 1n8 090 ALSUASen (KEer. Theraee, tho Fursd is nol exposed 10 any foreign exchange ik sa e

compepant of prine gk

W NBnE S Jate ara
The Fuats rresest Deamng Snencied asseks oxpose & 10 7i3hs 23200iad whh tha afecs of Suchisbons i 1 provedeg freeld 37 Markel nteresl ratet 09 IS Inanasl posion and

cash flows. The ritk is messared Ling sons ity snakycls.

The wos bekcw SUMmanses tha Fund's cgwnwe 1o Nlersst rates asks 11 exlodes tho Fund's assots and Bol@itos o Tar uswes, categoased By e earder of confrachel ropecing
Of MAITy Ooes.

Weighted Averape

Erfestive Intarest Rute Floating Incrost Rase Non < laterest Besring Total
2010 w0 &0 2008 wn 2009 10 009
- ~ $ $ $ $ K $
Fiaawud Asscls:
Cash and cash equivalenta S07% 258% $18,020 1.6829.062 . - 30N 1570042
Tradk: ond oFxy recohvbies . - £02.150 1,624,540 302,150 182259
Mnancial acaets hedd of (a7 vaboe Mvough
o o by - o 13,617,170 0,596, 008 18,817,170 LR ECN )
Total Fnarcal Asees 3 19,419,329 Joeo1 A 1003730 _ 12
Financis Liaoiites:
Financsl et s Na al lak volud Lwouglc
prow or ies - - 4910710 3,561,500 ¢TI0 5,961,500
Trave and othar payables - - 24,0 1,641,430 263 502 1341400
Disy®Mon pryasie . - - . EreXcis
Tols Financsad Ustilses . . il % 5,202 512 £.026487
Net exposse 316,020 1079 042 - - - -

(e) Liquidity aad cash fow rliuk
Liguiday risk ks tha risk that an antily vall €ncountsr Afiaully in meelan SgAEcHE Aa0c/aled Wity Tacds Neoitdes.

T Imvestmans MBNager Mentors the Fusd's cash Bow taquramects wuskly In adliun 13 byt hodhy docoun! lakiag inko scu, upcorng debladoes e iracing slivly. The

Fiav) it 360 pesod 12 MAniy casn redomplons of (eUnmaBie U, 1T UIvrploos primacy hokds invasiments ol ive irsded 1 30 sStve msrket and can be madily dapowed.
Oy = Bmited proporbion of #3 dssels &8 hel In ivssTmonts ol Lcliaely VI3 00 8 S10CK ainarnge,

Gl ol et eoncitons. tha Fund's porsy 18 10 hok! M lenst 100 of B nel esucly, wih 2 3-6 Gy markot lumasound parod, dibuleiis 10 williohien » oud invesiments.
Complance with tha Fund'z pobcy is roparted 10 the Bcard on 3 feniey bosls,

Thz Fesaly lated socntien e consideced repady ronvsnkie ne they mrw bafed on e Autbwiun Swouriles Excnacg?

| 3 il Delow Rnatyses the Fund's Snovsiel Ebswes Ha retamed aclally groupiays Lased on the remaiing peniod 10 the oacast pressibib corfradusd riai fy date ol fn yea/
and daln. Tha amcunds in Ihe 18006 200 cankmciusd undistteiod cash Nows cn ihe Fund's,

Leasthan i
Cue on Camanag month
$ $
Al 30 June 2010
Fgncwl Lintazes of bar valeo Pucugh pofl o €58
Eqaty secunbes 1500 short (4.N8T10;
Unsotthe nves:mont Purciasos 130,306
Puytbics 150,45¢
Cutriation Paycblo -
Nel assets e buealve 10 a0k WU CA
Tetal tnanca kst as 4,533,037 AG3E,
A 20 Jume 2002
Fancial Lachies Bl 1T value Teoagh peoli ik s
Fquity securfes soki dhcrt (R LEIRELT
Unettsd I'resinent Purcd asue 1763610
Payavies a0
Dislrouen Povabila 2225%7
Nt esats aiidbulable ¥ rbokin's 1,515,002
169

Tolnl Seasn Sl ColdiBes
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Notes to the financial statements
Naos Small Companles Fund

Fot the year enrded 20 June 2010
Noto 14, Financial Risk Management {Cont,)

(d) Sammarised saositivity analysls
This Dk badser 3ianenursng the impeet &f 08 InerenEaidecratse of NNOTOLT rales and BQuY srioes 00 L FUNGS Cperating prof 30T net asats airtwebis kb sitckion Nirough

changes in fair vEus or chongcs &) future cash flows 1he analysit it batad CA the JESHMEYCH R NIR70EE rMEs LIINGED by +#- 75 Lasiy pubdAr (2009 « 1/ 73 e 86 pots) rom
18 e &0/ FE'ES wilh il CPe” varelies e constant. Tho inpat makly anses from changes o 110 Soabeg wdarest reoe 04 caeh

As 1he Fund's finanziel nstrisseres are camad at fak veite wioh 10X YRILS Changes rocomised | the SLatement of Financ’il Ferfarm ance, Bl chanacs 1y moriud conddions wi
direclly BiTect b2& kvestmant inccne. The tatie befow summartics B WPRK B CNANgE I 109 gana’ kst ! MATKEL 0rizes wWoukl e Gn el a5Ses JIURUISCIS 1o mokie!
Tre anabysls iz bassd 69 96 REEINPUON 1 markel poites chmge by 4 15% (2000 - #-15%) fom the year end ralas wih 38 oler varedies Dol consbont,

(17 teas by Poasioio mownrna s i I K varabins have Den Cetamied based m mpnagement’s bes! eulimals. hay ny ragand fo a sumder of fazters, Intlueng netekenl
Jewels of changes In intereat ratas, bistorical coveiation of ©a Fund Freamnents with ha cuavant Davchmak o velalty, H , Bl errts In 199 sk
visiubing may be grester or hess hen oricipated duw 10 & a0mosr of faztors, ndaing urusouly Kege PIAKET 3ROCHS rosuling Fom n e performance of Uw seciiss o
which tho Fund ervesis. As o recall hislode vanatent m riak varetss 5o 0 @ S0V ndczior of fdure vanatens In the rsk varidles.

Price riak | Iporest rato risk
lropact on agarating o Fl setributhols Lo unichalders
-45% *16% T50ps +75bps
20 Juna 2010 {2.000,618) 2085019 (2,308) 2288
30 June 2003 791,51 781 310 (12,65 12,293

(0] Nt fair vaives of financial 355008 and Fnancial labiltles
Tha camylng amourt of francial neeels 8nd faanckd insities afar har He: 2ssols st 2 10 Lnitholdey inchuded N Te Staernec, of Fineoudt POilCO a0proxmnalas Tkr far
vaket

{f) Derivative firarcial inxtruments
In the nomas couse of busness th Fud enters ik Irarsackians i 3ackaihe francial inslnamonts with curtamn naks. A dervaten le a insocil nstrsowil of Ghar CoNlract whese

vohae vepunds of, o s darived [rom, uncorlying asssts. laoBties of indicas,

mowmwmcmmmmmomormn-nulmummuimmmumlmmmw;mm‘mmuumm
10 heva & S i responsa 1o et it MENKH 1HInes.

DEEVEINS Fansacions Nouds @ wide assarinent of cobumeanls, inciuding oplions. Cervalives ara conmcered (0 b pat Of ING MIVREIRANE prucuss. Thi uee I Cenvalives i an
essentil port of the Fuws porialo management, Dervalives a%e nol maniged in jocialion.

Ttws Fund any hud U fofowing Cedvative instioment:

o Gpmons

AN DpBIon I 8 COMIEcous! amangent snses wiich Sie selier (weker] granbs the puchasor (hokdor) th right. bul not ha abigatian, eFser t buy (8 Gl oplion) O S04 (0 put opton) =
ww:lsdnawura.h;uutpm.l5wt=mluscw“gamrmmmuamuqmm price. The waler recovi:: & gromisn fram the purchaser In
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Diractors’ Declaration
Naos Small Companies Fund

In 1hé opnica of the Drectors of Naos Assal Manapement Limiled. the Responaidie Entty of Nacs Small Companaa Furd (the Fund):

i oA aae

(a) e Minandial stalemants and nodss set out on pages 5 1o 18 ane in aoccrdanca valh the Corponaions A 2001, indluding
) PN O true ana faie view of the Furd's financial poslion es st 20 Jure 2010 end of Es parfarmanco for the yoor
sevdett on that date; and
o) compbying with Accouning Standards (nzuding 1ne Auslrallan Accounting inturpretalions) snd the Comporelicns ]
=) 1o Fnancial repodt 2150 complies aith internalional Flnancal Reporting Stancords 2s cledoasd in Note 2 {5); and :;j
©w) fere are reasonable grounds o telicvo that the #und vl ba mble to pay its debls ss and when thoy become due ard cayenie: 1

Signad In accordence wilh a resciution of the directors of N2oe Asset Managempnt Limdcd:

M Aok
Diectior

3 Véilson r /'V(‘/g,\:)__.

Olractor
W /
18 August 2010

Ml
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INDEPENDENT AUDITOR'S REPORT
TO THE UNITHOLDERS OF NAOS SMALL COMPANIES FUND
ARSN: 111 813 426

Report on the Financial Report

We heve audited the accompanying financial report of Naos Small Companies Fund (the “fund’} which
comprises the statement of financial position as at 30 June 2010, statement of comprehensive income,
stalement of changes in nel asseis atiributable to unit holders and statement of cash flow for the year ended
on that date, a summary of significant accounting policies and other explanatery notes and the direclors'

declaration.

Diroctors’ Responsibllity for the Financial Report

The directors of the Naos Assei Management Limited ("Responsible Entity) are responsible for the
preparation and fair presentation of the fimancial report in accordance with Australian Accounting Standards
(including the Australian Accounting Interpretations) and the Corporations Act 2001. This responsibiiity
includes establishing and maintaining internal control relevant to the preparation and fair preseniation of the
financial report that is free from matenal misstatement, whether due 1o fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimales that are reasonable in the circumstances,
In Note 2, the directors also state that the financial report complies with the International Financial Reporting
Standards, interpretations and other authoritative pronouncements as issued and/or adopted by the

International Accounting Standards Board.

Auditors' Responsibility

Our responsibility is 10 express an opinion on the financial report based on our audit. We conducted our audit
in accordance with Australian Auditing Standards. These Auditing Standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perfom the audit tc obtain
reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidenca about the amounts and disclosures in the
financial report. The procedures selected depend on the auditors’ judgment, including the assessment of the
risks of material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control reievant to the entity's preparation and falr presentation
of the financial report in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Fund's intarnal control. An audt aiso
includes evaluating the approprizteness of accounting policies used and the reasonableness of accounting
estimates made by the directors of the Responsible Enlity, as well as evaluating the overall presantation of

the financial report.

We believe that the audit evidence we have oblained is sufficient and appropriate (o provide a baste for our
audit cpinion.

Independencas

in conducting our audit, we have complied with the independence requirements of the Corporations Act
2001. We confirm that the indapendence declaration required by the Corporations Act 2001, provided to the
directors of the Responsible Entity on 18 August 2010, would be in the same terms if provided to the
directars as at the date of this auditers' report.

21
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INDEPENDENT AUDITOR'S REPORT
TO THE UNITHOLDERS OF NAOS SMALL COMPANIES FUND
ARSN: 111 813 426

Auditors' Opinion

in our oginion:
{8} e financial report of Naos Small Companies Fund is in accordance with the Corporations Act
2001, including.

()  giving a true and falr view of the financial position of Naos Small Companies Fund as
at 30 June 2010 and of its performance for the year ended on that date; and

(i)  complying with Australian Accounting Standards (including the Australian Accouniing
Interpretations) and the Corperations Regulations 2001,

{b)  The financial report also complies with International Financial Reporting Standards as disclosed

in Note 2.
Name of Firm: Allworths
Chartered Accountants
Name of Partner: ‘/'gm‘

Slephan N Armstreng FCA

Address: Sydney

Dated this 18" ay of August 2010



NAOS Absolute Return Fund
(ARSN 111813 348 )

Annual Report

For the year ended 30 June 2010

This is annaxure A of 21 pages referred to in form 368

Mona Makaj
Director
18 August 2010

Page?28

e o e e s B + A

e Sl ik
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Directors’ report
Nacs Absolute Retum Fund
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Diroctors’ report
Naos Absolute Return Fund
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AUDITORS' INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF

NAOS ABSOLUTE RETURN FUND

We hereby declare, that o the best of our knowledge and belisf, during the financial year ended 30 June
2010 there have been:

) no contraventions of the auditor independence requirements as set out in the Ceorporations Act
2001 in relation to the audit; and

(i no contraventions of any applicable code of professional conduct in relation to the audit

Name of Firm: Allworths
Charterad Accountanis
Name of Director: ,/c}ym
Stephen N Armstrong FCA
Address: Level 8, St Martins Tower, 31 Market Street, Sydney NSW 2000

Dated this 18" day of August 2010
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Statement of Comprehensive Income

Mags Absoluts Return Fund
For the year enced 30 June 2010 '
Notes Yeac enced Toar andeg
2018 28
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Statement of Financial Position

Nacs Absolute Return Fund
As at 33 Juns 2010

Netas 2010 2008

$ 3

Avsely -
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Statement of Changes in Net Assets Attributable te Unitholders
Naos Absolute Retum Fund

For the year ended 20 June 2010

At 1 July 2008

Ied 0as S U AI0R 10 onakies
st ol 00 40 unihoidiars
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Hadempt on of unks

A120 June 2009

No: profe 2t 2able 10 w0
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Applicatios ke unis
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AL 30 Jums 2010
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Statement of Cash Flow
Nacs Absoluto Retum Fund

For tze year ended 30 June 2010

Cash Rons bam opeatiog act!viles
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