








Lincoln Australian Share Fund
Directors' report

30 June 2008

{continued)

Directors' report (continued)

The capital loss of the retail class units for the financial year to 30 June 2008 was 8.97% based on a 9.01 cents per
unit decrease in the unit redemption price to $0.9142 for the financial year ended 30 June 2008.

Indirect Cost Ratio (ICR) 2008 2007 2006

% % %
Wholesale class 0.94 1.1 1.09
Retail class 1.71 1.20 -

The ICR calculation includes fees charged to the Fund during the financial year, including those charged by the
Responsible Entity for providing responsible services to the Fund, plus investment management fees, custodial
fees and administration costs.

Expenses excluded from ICR calculation are those that would have ordinarily been incurred by a direct investor in
the underlying assets of the Fund, such as brokerage, transaction costs and government taxes.

The average unitholders’ funds used to calculate the ICR is the average net assets of the Fund, which is calculated
on a monthly basis.

Significant changes in state of affairs

In the opinion of the directors, there were no significant changes in the state of affairs of the Fund that occurred
during the financial year under review.

Matters subsequent to the end of the financial year

No matter or circumstance has arisen since 30 June 2008 that has significantly affected, or may significantly affect:

(i) the operations of the Fund in future financial years, or
(ii) the results of those operations in future financial years, or
(i) the state of affairs of the Fund in future financial years.

Likely developments and expected results of operations

The Fund will continue to be managed in accordance with the investment objectives and guidelines as set out in the
governing documents of the Fund and in accordance with the provisions of the Fund Constitution.

The results of the Fund's operations will be affected by a number of factors, including the performance of
investment markets in which the Fund invests. Investment performance is not guaranteed and future returns may
differ from past returns. As investment conditions change over time, past returns should not be used to predict
future returns.

Further information on likely developments in the operations of the Fund and the expected results of those
operations have not been included in this report because the Responsible Entity believes it would be likely to result
in unreasonable prejudice to the Fund.

Indemnification and insurance of officers and auditors

No insurance premiums are paid for out of the assets of the Fund in regards to insurance cover provided to either
the officers of Equity Trustees Limited or the auditors of the Fund. So long as the officers of Equity Trustees
Limited act in accordance with the Fund Constitution and the Law, the officers remain indemnified out of the assets
of the Fund against losses incurred while acting on behalf of the Fund. The auditors of the Fund are in no way
indemnified out of the assets of the Fund.
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1

Fees paid to and interests held in the Fund by the Responsible Entity or its associates

Fees paid to the Responsible Entity and its associates out of Fund property during the year are disclosed in Note
12 on page 24 of the financial statements.

No fees were paid out of Fund property to the directors of the Responsible Entity during the year.

The number of interests in the Fund held by the Responsible Entity or its associates as at the end of the financial
year are disclosed in Note 12 on page 24 of the financial statements.

Interests in the Fund

The movement in units on issue in the Fund during the year is disclosed in Note 6 of the financial statements.

The value of the Fund’s assets and liabilities is disclosed on the balance sheet and derived using the basis set out
in Note 2 of the financial statements.

Environmental regulation

The operations of the Fund are not subject to any particular or significant environmental regulations under a
Commonwealth, State or Territory law.

Auditor's independence declaration

A copy of the Auditor's independence declaration as required under section 307C of the Corporations Act 2001 is
set out on page 5.

This report is made in accordance with a resolution of the directors.

e e
s ~
- K\i N,

Peter J'Williams
Managing Diregctor

Melbourne
23 September 2008
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Equity Trustees Limited

Level 2
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MELBOURNE VIC 3000

Dear Directors,
AUDITOR’S INDEPENDENCE DECLARATION — LINCOLN AUSTRALIAN SHARE FUND

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the following
declaration of independence to the directors of Equity Trustees Limited, the Responsible Entity of Lincoln
Australian Share Fund.

As lead audit partner for the audit of the financial statements of Lincoln Australian Share Fund for the period
ended 30 June 2008, I declare that to the best of my knowledge and belief, there have been no contraventions
of:

(a) the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and
(b) any applicable code of professional conduct in relation to the audit.

Yours sincerely

Dlp T TS
DELOITTE TOUCHE TOHMATSU

p=—

Neil A. Brown
Partner

Chartered Accountants
Melbourne, 23 September 2008

Liability limited by a scheme approved under Professional Standards Legislation.
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Lincoln Australian Share Fund
Income statement
For the year ended 30 June 2008

Investment income

Interest income

Dividend income

Distribution income

Net (losses)/gains on financial instruments held at fair value through
profit or loss

Other operating income

Total net investment income/(loss)

Expenses

Responsible Entity's fees
Management fees

Custody fees

Other expenses

Total operating expenses

Operating profit/(loss)

Finance costs attributable to unitholders from operations
Distributions to unitholders

Decrease/(increase) in net assets attributable to unitholders
Profit/(loss) for the year

Notes

12
12

Year ended
30 June 30 June
2008 2007
$ $
429,073 231,342
3,919,723 3,725,399
- 244,910

(16,683,119) 21,368,512
196.449 187.783
(12,137,874) 25,757,946

215,895 105,672
1,193,764 755,378
29,766 25,681
{173) 605
1.439,252 887,336

(13,577,126) 24,870,610

(7,267,998)  (15,104,932)
20,845,124 (9.765,678)

The above income statement should be read in conjunction with the accompanying notes.
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Lincoln Australian Share Fund
Balance sheet

As at 30 June 2008
As at
30 June 30 June
2008 2007
Notes $ $

Assets

Cash and cash equivalents 8 4,706,260 5,269,778
Receivables 10 740,354 135,254
Due from brokers - receivable for securities sold 2(k) 1,644,243 -
Financial assets held at fair value through profit or loss 9 131,998.880 93.001.403
Total assets 139,089,737 98,406,435
Liabilities

Payables 11 382,436 1,189,403
Due to brokers - payable for securities purchased 2(k) 786,681 -
Distributions payable 7 5,537,566 9,568,417
Total liabilities (excluding net assets attributable to unitholders) 6,706,683 10,757,820
Net assets attributable to unitholders - liability 6 132,383.054 87,648,615
Net Assets - -

The above balance sheet should be read in conjunction with the accompanying notes.



Lincoln Australian Share Fund
Statement of changes in equity
For the year ended 30 June 2008

Year ended
30 June 30 June
2008 2007
$ $

Total equity at the beginning of the financial year -
Profit/(loss) for the year
Net income/(expense) recognised directly in equity -
Total recognised income and expense for the financial year -

Transactions with equity holders in their capacity as equity holders -
Total equity at the end of the financial year -

Under AIFRS, net assets attributable to unitholders are classified as a liability rather than equity. As a result there
was no equity at the start or end of the year.

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Lincoln Australian Share Fund
Cash flow statement
For the year ended 30 June 2008

Notes
Cash flows from operating activities
Proceeds from sale of financial instruments held at fair value through
profit or loss
Purchase of financial instruments held at fair value through profit or loss
Dividends received
Interest received
Distributions received
Other income received
Responsible Entity's fees
Management fees paid
Custody fees paid
Payment of other expenses
Net cash outflow from operating activities 13(a)
Cash flows from financing activities
Proceeds from applications by unitholders
Payments for redemptions by unitholders
Distributions paid
Net cash inflow from financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year 8
Non-cash financing activities 13(b)

Year ended
30 June 30 June
2008 2007
$ $
62,399,622 101,742,785
(118,937,780) (112,757,540)
3,346,115 3,780,526
412,407 231,342
- 244,910
196,622 187,783
(228,481) (71,376)
(1,129,497) (758,113)
(36,985) (14,563)
{14.826) (5,078)
(53.992,803) (7.419.324)
87,727,933 26,436,924
(24,329,955)  (18,661,407)
(9,968,693) (2.991,340)
53429285 ___4.784.177
(563,518) (2,635,147)
5,269,778 7.904.925
4,706,260 5,269,778
1,330,156 6,078,018

The above cash flow statement should be read in conjunction with the accompanying notes.
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Lincoln Australian Share Fund
Notes to the financial statements

30 June 2008
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Lincoln Australian Share Fund
Notes to the financial statements
30 June 2008

{continued)

1 General information

This financial report covers Lincoln Australian Share Fund (the “Fund”) as an individual entity. The Fund was
constituted on 8 November 2004. The Fund will terminate on 8 November 2084 unless terminated earlier in
accordance with the provisions of the Fund Constitution.

The Responsible Entity of the Fund is Equity Trustees Limited (ABN 46 004 031 298) (AFSL 240975) (the
"Responsible Entity"). The Responsible Entity’s registered office is Level 2, 575 Bourke Street, Melbourne, VIC

3000.
The Fund invests in domestic equity securities in accordance with the provisions of the Fund Constitution.

The financial statements were authorised for issue by the directors on 23 September 2008. The directors of the
Responsible Entity have the power to amend and reissue the financial report.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all years presented, unless otherwise stated in the following text.

(a) Basis of preparation

This general purpose financial report has been prepared in accordance with Australian Accounting Standards, other
authoritative pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001 in

Australia.

The financial report is prepared on the basis of fair value measurement of assets and liabilities except where
otherwise stated.

Compliance with International Financial Reporting Standards (IFRS)

Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards
(AIFRS). Compliance with AIFRS ensures that the financial report of the Fund, comprising the financial statements
and notes thereto, complies with International Financial Reporting Standards.

(b) Financial instruments

(i} Classification

The Fund's investments are categorised as at fair value through profit or loss. They comprise:
¢ Financial instruments designated at fair value through profit or loss upon initial recognition

These include financial assets that are not held for trading purposes and which may be sold. These are
investments in equity instruments and unlisted trusts.

Financial assets and financial liabilities designated at fair value through profit or loss at inception are those that
are managed and their performance evaluated on a fair value basis in accordance with the Fund’s documented
investment strategy. The Fund’s policy is for the Responsible Entity to evaluate the information about these
financial assets on a fair value basis together with other related financial information.

(i) Recognition/derecognition

The Fund recognises financial assets and financial liabilities on the date it becomes party to the contractual
agreement (trade date) and recognises changes in fair value of the financial assets or financial liabilities from this

date.

Investments are derscognised when the right to receive cashflows from the investments have expired or the Fund
has transferred substantially all risks and rewards of ownership.
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Lincoln Australian Share Fund
Notes to the financial statements
30 June 2008

(continued)

2 Summary of significant accounting policies (continued)

(b) Financial instruments (continued)

(i) Measurement

Financial assets and liabilities held at fair value through the profit or loss

Details on how the fair value of financial instruments is determined is disclosed in Note 3.
(iv) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or realise the
asset and settle the liability simultaneously.

(c) Net assets attributable to unitholders

Units are redeemable at the unitholders' option and are therefore classified as financial liabilities. The units can be
put back to the Fund at any time for cash equal to a proportionate share of the Fund's net asset value. The fair
value of redesmable units is measured at the redemption amount that is payable (based on the redemption unit
price) at the balance sheet date if unitholders exercised their right to put the units back to the Fund. Changes in the
value of this financial liability are recognised in the income statement as they arise.

(d) Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at
call with financial institutions and other short term, high liquid investments with original maturities of three months or
less that are readily convertible to known amounts of cash and which are subject to a significant risk of changes in
value.

Payments and receipts relating to the purchase and sale of investment securities are classified as cash flows from
operating activities as movements in the fair value of these securities represent the Fund's main income generating
activity.

(e) Investment income

Interest income is recognised on a time proportionate basis that takes into account the effective yield on the
financial assets and is brought to account on an accrual basis.

The effective interest method is a method of calculating the amortised cost of a financial asset or financial liabiiity
and of allocating the interest income or interest expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments or receipts throughout the expected life of the financial
instrument, or a shorter period where appropriate, to the net carrying amount of the financial asset or liability. When
calculating the effective interest rate, the Fund estimates cash flows considering all contractual terms of the
financial instrument (for example, prepayment options) but does not consider future credit losses. The calculation
includes all fees paid or received between the parties to the contract that are an integral part of the effective interest
rate, including transaction costs and all other premiums or discounts.

Dividend income is recognised on the ex-dividend date with any related foreign withholding tax recorded as an
expense.

Trust distributions are recognised on an entitlements basis.

(f) Expenses

All expenses, including Responsible Entity’s fees and custodian fees, are recognised in the income statement on
an accruals basis.
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Lincoln Australian Share Fund
Notes to the financial statements
30 June 2008

(continued)

2 Summary of significant accounting policies (continued)

(g) Income tax

Under current legislation, the Fund is not subject to income tax provided the taxable income of the Fund is fully
distributed either by way of cash or reinvestment (ie unitholders are presently entitled to the income of the Fund).

Financial instruments held at fair value may include unrealised capital gains. Should such a gain be realised, that
portion of the gain that is subject to capital gains tax will be distributed so that the Fund is not subject to capital
gains tax.

Realised capital losses are not distributed to unitholders but are retained in the Fund to be offset against any
realised capital gains. If realised capital gains exceed realised capital losses, the excess is distributed to
unitholders.

The benefits of imputation credits and foreign tax paid are passed on to unitholders.

The Fund currently incurs withholding tax imposed by certain countries on investment income. Such income is
recorded gross of withholding tax in the income statement.

(h) Distributions

In accordance with the Fund Constitution, the Fund distributes its distributable (taxable) income, and any other
amounts determined by the Responsible Entity, to unitholders by cash or reinvestment. The distributions are
recognised in the income statement as finance costs attributable to unitholders.

(i) Increase/decrease in net assets attributable to unitholders

Income not distributed is included in net assets attributable to unitholders. Movements in net assets attributable to
unitholders are recognised in the income statement as finance costs.

(i) Foreign currency translation
i} Functional and presentation currency

ltems included in the Fund's financial statements are measured using the currency of the primary economic
environment in which it operates (the "functional currency”). This is the Australian dollar, which reflects the currency
of the economy in which the Fund competes for funds and is regulated. The Australian dollar is also the Fund's
presentation currency.

ji) Transactions and balances

The Fund does not isolate that portion of gains or losses on securities and derivative financial instruments that are
measured at fair value through profit or loss and which is due to changes in foreign exchange rates from that which
is due to changes in the market price of securities. Such fluctuations are included with the net gains or losses on
financial instruments at fair value through profit or loss.

(k) Due from/to brokers

Amounts due from/to brokers represent payables for securities purchased and receivables for securities sold that
have been contracted for but not yet delivered by the end of the year. Trades are recorded on trade date, and
normally settled within three business days. A provision for impairment of amounts due from brokers is established
when there is objective evidence that the Fund will not be able to collect all amounts due from the relevant broker.
Indicators that the amount due from brokers is impaired include significant financial difficulties of the broker,
probability that the broker will enter bankruptey or financial reorganisation and default in payments.
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Lincoln Australian Share Fund
Notes to the financial statements
30 June 2008

(continued)

2 Summary of significant accounting policies (continued)

(1) Receivables

Receivables may include amounts for dividends, interest, trust distributions. Dividends and trust distributions are
accrued when the right to receive payment is established. Interest is accrued at the reporting date from the time of
last payment in accordance with the policy set out in note 2(e). Amounts are generally received within 30 days of
being recorded as receivables.

(m) Payables
Payables include liabilities and accrued expenses owing by the Fund which are unpaid as at balance date.

The distribution amount payable to unitholders as at the reporting date is recognised separately on the balance
sheet when unitholders are presently entitied to the distributable income under the Fund's Constitution.

(n) Applications and redemptions

Applications received for units in the Fund are recorded net of any entry fees payable prior to the issue of units in
the Fund. Redemptions from the Fund are recorded gross of any exit fees payable after the cancellation of units
redeemed.

Unit prices are determined by reference to the net assets per the Fund's Constitution divided by the number of units
on issue at or immediately prior to the close of each business day. Issues and redemptions of units are processed
simultaneously.

(o) Goods and Services Tax (GST)

The GST incurred on the costs of various services provided to the Fund by third parties such as custodial services
and investment management fees have been passed onto the Fund. The Fund qualifies for Reduced Input Tax
Credits (RITC) at a rate of 75% hence investment management fees, custodial fees and other expenses have been
recognised in the income statement net of the amount of GST recoverable from the Australian Taxation Office
(ATO). Accounts payable are inclusive of GST. The net amount of GST recoverable from the ATO is included in
receivables in the balance sheet. Cash flows relating to GST are included in the cash flow statement on a gross
basis.

{p) Use of estimates

The Fund makes estimates and assumptions that affect the reported amounts of assets and liabilities within the
next financial year. Estimates are continually evaluated and based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

(q) New accounting standards and interpretations

Certain new accounting standards and interpretations have been published that are not mandatory for 30 June
2008 reporting periods. The directors’ assessment of the impact of these new standards (to the extent relevant to
the Fund) and interpretations is set below:

(i) AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting Standards arising from
AASB 8

AASB 8 and AASB 2007-3 are effective for annual reporting periods beginning on or after 1 January 2009. In the
current year, the Fund has elected to early adopt these standards. The early adoption of these standards has not
impacted the reported financial position, financial performance and cash flows of the Fund.
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Lincoln Australian Share Fund
Notes to the financial statements
30 June 2008

{continued)

2 Summary of significant accounting policies (continued)

{g) New accounting standards and interpretations (continued)

(i) Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to Australian
Accounting Standards arising from AASB 101.

AASB 101 {Revised) is applicable to annual reporting period beginning on or after 1 January 2009. The Fund has
not adopted this standard early. It requires the presentation of a statement of comprehensive income and makes
changes to the statement of changes in equity will not affect any of the amounts recognised in the financial
statements. If the Fund makes a prior period adjustment or re-classifies items in the financial statement, it will need
to disclose a third balance sheet (statement of financial position), this one being at the beginning of the
comparative period.

(iii) AASB 132 Financial Instruments: Presentation and AASB 2008-2 Amendments to Australian Accounting
Standards - Puttable Financial Instruments and Obligations Arising on Liquidation (Revised AASB 132).

Revised AASB 132 is applicable for reporting periods beginning on or after 1 January 2009. The Fund has not
adopted this standard early. Application of this standard will not affect any of the amounts recognised in the
financial statements as the Fund is obligated to distribute all of its taxable income in accordance with the Fund's
Constitution. Accordingly, there will be no change to classification of unitholders’ funds as a liability and therefore
no impact on profit or loss and equity.

3 Financial risk management

The Fund's activities expose it to a variety of financial risks: market risk (including price risk, foreign exchange risk
and interest rate risk), credit risk and liquidity risk.

The Fund’s overall risk management programme focuses on ensuring compliance with the Fund Constitution, the
offer document and the investment guidelines of the Fund and seeks to maximise the returns derived for the level
of risk to which the Fund is exposed. The investments of the Fund are managed by a specialist investment
manager, Lincoln Indicators Pty Ltd, under an Investment Management Agreement (‘IMA’) that contains the
investment strategy and investment guidelines of the Fund. The Fund invests in a range of shares listed on the
Australian Securities Exchange. The Fund aims to outperform the S&P/ASX 300 Accumulation Index over the long
term, after fees and expenses have been deducted, with income distributed half-yearly.

The Fund uses different methods to measure different types of risk to which it is exposed. These methods include
sensitivity analysis in the case of interest rate, foreign exchange and other price risks and ratings analysis for credit
risk.

(a) Market risk

(i) Price Risk

The Fund is exposed to Australian listed equities. This arises from investments held by the Fund for which prices in
the future are uncertain. Australian listed equity securities are classified on the balance sheet as at fair vaiue
through profit or loss. All securities investments present a risk of loss of capital. The maximum risk resulting from
financial instruments is determined by the fair value of the financial instruments.

Where non monetary financial instruments are denominated in currencies other than the Australian dollar, the price
in the future will also fluctuate because of changes in foreign exchange rates. Paragraph (i) below sets out how this
component of price risk is managed and measured.

Market price risk is the risk that the value of the Fund's investment portfolio will fluctuate as a result of changes in
market prices. This risk is managed by ensuring that all activities are transacted in accordance with mandates,
overall investment strategy and within approved limits. Market price risk analysis is conducted regularly on a total
portfolio basis
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Lincoln Australian Share Fund
Notes to the financial statements
30 June 2008

{continued)

3 Financial risk management (continued)
(a) Market risk (continued)

(i) Foreign exchange risk

The Fund will only hold securities that are denominated in a foreign currency when they are dual listed. The
Investment Manager does not invest in any security that is not listed on the ASX therefore the Fund is not exposed

to foreign exchange price risk.

(b) Interest rate risk

The Fund’s interest bearing financial assets expose it to risks associated with the effects of fluctuations in the
prevailing levels of market interest rates on its financial position and cash flows. The risk is measured using
sensitivity analysis.

There is no significant direct interest rate risk in this Fund.

Interest rate risk management is undertaken by the investment strategy of the Fund by limiting cash instruments to
an amount that does not exceed 20% of the Fund. This restriction limits the exposure of the Fund to interest rate
risk.

The table below summarises the Fund’s exposure to interest rate risks. It includes the Fund’s assets and liabilities
at fair values, categorised by the earlier of contractual repricing or maturity dates.

Floating Fixed interest rate
interest 3 months 4t012 1to 5 Over 5 Non-interest
30 June 2008 rate or less months years years bearing Total
$ $ $ $ $ $ $
Financial assets
Cash and cash equivalents 4,706,260 - - - - - 4,706,260
Due from brokers - receivable for
securities sold - - - - - 1,644,243 1,644,243
Receivables - - - - - 740,354 740,354
Financial assets held at fair value
through profit or loss - - - - - 131,998,880 131,998,880
Total assets 4,706,260 - - - - 134,383,477 139,089,737
Financial liabilities
Distributions payable - - - - - 5,537,566 5,537,566
Due to brokers - payable for
securities purchased - - - - - 786,681 786,681
Payables - - - - - 382,436 382,436
Total liabilities (excluding net
assets attributable to unitholders) - - - - - 6,706,683 6,706.683
Net exposure 4,706,260 - - - - 127.676,794 132,383,054
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Lincoin Australian Share Fund
Notes to the financial statements
30 June 2008

{continued)

3 Financial risk management (continued)

(b) Interest rate risk (continued)

Fixed interest rate

1to 5
years

$

Over 5 Non-interest

Floating

interest 3 months 4to 12

30 June 2007 rate or less months
$ $ $

Financial assets
Cash and cash equivalents 5,269,778 -
Receivables - -
Financial assets held at fair value
through profit or loss - -
Total assets 5,269,778 -
Financial liabilities
Distributions payable . - -
Payables - -
Total liabilities (excluding net
assets atiributable to unitholders) - -
Net exposure 5,269,778 -

years bearing Total
$ $ $
- - 5,269,778
- 135,254 135,254
- 93,001,403 _93,001.403
- 93136657 _98406435
- 9,568,417 9,568,417
- 1,189,403 1,189,403
- 10,757,820 10.757 820
- _82378837 87.648.615

An analysis of financial liabilities by maturities is provided in paragraph (e) below.

(c) Summarised sensitivity analysis

The following table summarises the sensitivity of the Fund’s operating profit and net assets attributable to
unitholders to interest rate risk and other price risk. The reasonably possible movements in the risk variables have
been determined based on management’s best estimate, having regard to a number of factors, including historical
levels of changes in interest rates, historical correlation of the Fund’s investments with the relevant benchmark and
market volatility. However, actual movements in the risk variables may be greater or less than anticipated due to a
number of factors, including unusually large market shocks resulting from changes in the performance of the
economies, markets and securities in which the fund invests. As a result, historic variations in risk variables are not

a definitive indicator of future variations in the risk variables.

Price risk
Impact on operating profit/Net assets

| Interest rate risk

attributable to unitholders

-10% +10 % -100bps +100 bps

$ $ $ $
30 June 2008 (13,199,888) 13,199,888 (47,063) 47,063
30 June 2007 (9,300,140) 9,300,140 (52,698) 52,698

-A7-



Lincoln Australian Share Fund
Notes to the financial statements
30 June 2008

{continued)

3 Financial risk management (continued)

(d) Credit risk

Credit (or counterparty) risk is the risk that a counterparty will fail to perform contractual obligations to a financial
instrument and causes the Fund to incur a financial loss.

Credit risk arises from investments in debt securities and from trading derivative products. Other credit risk arises
from cash and cash equivalents, deposits with banks and other financial institutions and amounts due from
brokers. Noné of these assets are impaired.

Concentrations of credit risk are minimized primarily by:

e ensuring counterparties, together with the respective credit limits, are approved

e ensuring that transactions are undertaken with a large number of counterparties, and
¢ ensuring that the majority of transaction are undertaken on recognized exchanges

There were no significant concentrations of credit risk to counterparties at 30 June 2008 or 30 June 2007.

(e) Liquidity Risk

Liquidity risk is the risk that the Fund will encounter difficulty raising funds to meet commitments associated with
financial assets and liabilities. Liquidity risk may result from an inability to sell a financial asset quickly or at a price
the seller deems to be close to its fair value. Exposure to liquidity risk for the Fund may arise from the requirement
to meet daily unit holder redemption requests.

The risk management guidelines adopted are designed to minimize liquidity and cash flow risk through:
« ensuring that there is no significant exposure to illiquid or thinly traded financial instruments, and
» applying limits to ensure there is no concentration of liquidity risk to a particular counterparty or market.

The table below analyses the Fund's financial liabilities excluding gross settled derivative financial liabilities into
relevant maturity groupings based on the remaining period to the earliest possible contractual maturity date at the
year end date. The amounts in the table are contractual undiscounted cash flows.

Less than 1 No stated
month 1-6 months 6-12 months 1-2 years maturity
$ $ $ $ $
At 30 June 2008
Due to brokers - payable for securities purchased 786,681 - - - -
Payables 382,436 - - - -
Distributions payable 5,537,566 - - - -
Net assets attributable to unitholders - - - - 32,383,054
Total liabilities 6,706,683 - - - 32,383.054
At 30 June 2007
Due to brokers - payable for securities purchased - - - - -
Payables 1,189,403 - - - -
Distributions payable 9,568,417 - - - -
Net assets attributable to unitholders 87.648.615 - - - 87648615
Total liabilities 98,406.435 - - - 87,648,615

-18-




Lincoln Australian Share Fund
Notes to the financial statements

30 June 2008
(continued)

3 Financial risk management (continued)

(f) Fair value estimation

The carrying amounts of the Fund’s financial assets and liabilities at the balance sheet date approximated their fair

value.

Financial assets and liabilities held at fair value through profit or loss are measured initially at fair value excluding
any transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial
liability. Subsequent to initial recognition, all instruments held at fair value through profit or loss are measured at fair

value with changes in their fair value recognised in the income statement.

e Fair value in an active market

The fair value of financial assets and liabilities traded in active markets is based on their quoted market prices at
the balance sheet date without any deduction for estimated future selling costs. Financial assets are priced at

current bid prices, while financial liabilities are priced at current asking prices.

The Fund monitors the level of daily applications and redemptions relative to the liquid assets in the Fund. During
2008, the Fund’s strategy, which was unchanged from 2007, was to hold at least 2% of the net assets attributable

to unitholders in fiquid investments.

4 Auditor's remuneration

(a) Audit services
Audit services
Deloitte Touche Tohmatsu Australian firm
Audit and review of financial reporis
Other audit work under the Corporations Act 2001
Total remuneration for audit services

(b) Non-audit services

Taxation services

Deloitte Touche Tohmatsu Australian firm
Tax compliance services

Total remuneration for non-audit services

Year ended
30 June 30 June
2008 2007
$ $

11,612 6,535
3,228 -

14,840 6,535
2,156 5,853
2,756 5.853

The auditor of the Fund is Deloitte Touche Tohmatsu. The auditor's remuneration is borne by the Investment

Manager from investment management fees received from the Fund.
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{continued)

5 Net gains/(losses) on financial instruments held at fair value through profit or loss

Net gains/(losses) recognised in relation to financial assets and financial liabilities held at fair value through profit or
loss:

Year ended
30 June 30 June
2008 2007
$ $
Financial assets
Net unrealised (losses)/gains on financial instruments designated as at fair value
through profit or loss (21,436,164) 10,041,385
Net realised gains on financial instruments designated as at fair value through
profit or loss 4,753,045 11,327,127
Total net (losses)/gains on financial instruments held at fair value through profit or
loss (16,683,119} 21,368,512

6 Net assets attributable to unitholders

Movements in number of units and net assets attributable to unitholders during the year were as follows:

For the year ended

30 June 30 June 30 June 30 June
2008 2007 2008 2007
No. No. $ $
Net assets attributable to unitholders -
Wholesale
Opening balance 61,937,319 56,024,016 83,689,849 66,798,898
Applications 37,580,277 16,611,567 53,591,918 21,605,025
Redemptions (14,933,669)  (13,916,258)  (20,055,920) (18,932,283)
Units issued upon reinvestment of distributions 760,259 3,217,994 1,077,591 4,389,397
(Decrease)/increase in net assets attributable to
unitholders - - (15.511.009) 9828812
Closing balance 85,344,186 61,937,319 102,792,429 83,689.849
For the year ended
30 June 30 June 30 June 30 June
2008 2007 2008 2007
No. No. $ $
Net assets attributable to unitholders - Retail
Opening balance 4,008,589 - 3,958,766 -
Applications 33,852,727 4,008,589 34,946,015 4,021,900
Redemptions (4,457,571) - (4,232,606) -
Units issued upon reinvestment of distributions 239,213 - 252,565 -
Decrease in net assets attributable to unitholders - - (5,334,115) (63.134)
Closing balance 33,642,958 4,008,589 29,590,625 3,958,766
Total net assets attributable to unitholders 132,383,054 _ 87.648615
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{continued)

6 Net assets attributable to unitholders (continued)

As stipulated within the Fund Constitution, each unit represents a right to an individual share in the Fund and does
not extend to a right to the underlying assets of the Fund.

There are two separate classes of units. Each unit within the same class has the same rights as all other units
within that class. Except for different management fee rates, the two different classes have the same preferences.

Capital risk management

The Fund manages its net assets attributable to unitholders as capital, notwithstanding net assets atiributable to
unitholders are classified as a liability. The amount of net assets attributable to unitholders can change significantly
on a daily basis as the Fund is subject to daily applications and redemptions at the discretion of unitholders.

The Fund monitors the level of daily applications and redemptions relative to the liquid assets in the Fund. During
2008, the Fund’s strategy, which was unchanged from 2007, was to hold at least 2% of the net assets atiributable

to unitholders in liquid investments. Liquid assets include cash and cash equivalents. The ratio of liquid assets to
net assets attributable to unitholders at 30 June 2008 and 30 June 2007 were as follows:

As at
30 June 30 June
2008 2007
$ $
Average daily net applications/(redemptions) 179,670 30,367
Liquid assets of the Fund 4,706,260 5,269,778
Net assets attributable to unitholders 132,383,054 87,648,615
Ratio of liquid assets to net assets attributable to unitholders 3.56 % 6.01 %
7 Distributions to unitholders
The distributions paid/payable were as follows:
Year ended
30 June 30 June 30 June 30 June
2008 2008 2007 2007
$ CcPU $ CPU
Distributions - Wholesale
Distributions paid - September - - 475,090 0.81
Distributions paid - December 1,400,810 1.65 884,556 1.40
Distributions paid - March - - 485,246 0.83
Distributions paid - May (Special) - - 3,691,623 20.29
Distributions payable - May (Special) - - 8,203,548 20.29
Distributions payable at 30 June 4,299,794 5.04 1.308.469 2.11
5,700,604 6.69 15,048,532 45.73
Year ended
30 June 30 June 30 June 30 June
2008 2008 2007 2007
$ CPU $ CPU
Distributions - Retail
Distribution paid - December 329,622 1.21 - -
Distribution payable at 30 June 1,237,772 3.68 56,400 1.41
1,567,394 4.89 56,400 1.41
7,267,998 - 15,104,932 -
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{continued)

8 Cash and cash equivalents

As at
30 June 30 June
2008 2007
$ $
Cash at bank 4,706,260 5,269,778

4,706.260 5,269,778

(a) Reconciliation to cash at the end of the year

The above figures are reconciled to cash at the end of the financial year as shown in the cash flow statement as
follows:

As at
30 June 30 June
2008 2007
$ $
Balances as above 4,706,260 5,269,778
Balances per cash flow statement 4,706,260 5,269,778
(b) Cash at bank and on hand
These accounts are bearing floating interest rates of 7% (2007: 6%).
9 Financial assets held at fair value through profit or loss
As at
30 June 30 June
2008 2007
Fair value Fair value
$ $
Designated at fair value through profit or loss
Equity securities 131,998,880 93.001.403
Total financial assets held at fair value through profit or loss 131,998,880 93,001,403

An overview of the risk exposures relating to financial assets at fair value through profit or loss is included in Note
3.

10 Receivables

As at
30 June 30 June
2008 2007

$ $
Interest receivable 16,666 -
Other receivables - 765
Dividends and distributions receivable 686,476 112,103
GST receivable 37,212 22,386

740,354 135,254
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{continued)

11 Payables
As at
30 June 30 June
2008 2007

$ $
Applications pending - 810,000
Custody fees payable 5,594 12,813
Manager fees payable 118,084 53,817
Responsible Entity fees payable 29,311 41,897
Redemptions payable 229,447 270,876

382,436 1,189,403

12 Related party transactions

Responsible Entity

The Responsible Entity of Lincoin Australian Share Fund is Equity Trustees Limited (ABN 46 004 031 298) (AFSL
240975). Accordingly, transactions with entities related to Equity Trustees Limited are disclosed below.

The Responsible Entity has contracted services to Lincoln Indicators Pty Ltd, to act as investment manager for the
Fund. The contract is on normal commercial terms and conditions.

Key management personnel
(a) Directors

Key management personnel includes persons who were directors of Equity Trustees Limited during the period or
since the end of the period and up to the date of this report.

J A (Tony) Killen Chairman {Appointed 30 August 2007
Peter J Williams Managing Director

David F Groves

John R McConnell

Barry J Jackson

Alice J M Williams (Appointed 5 September 2007)
Philip G Molyneux AM Resigned as Director and Chairman 30 August 2007)
The Hon Jeffrey G Kennett AC {(Appointed 1 September 2008)

(b) Other key management personnel

Othar key management personnel with responsibility for planning, directing and controlling the activities of the
Fund, directly or indirectly during the financial year, were Mr Harvey Kalman, Mr Philip Maddox and Mr Terry Ryan,
being executives of the Responsible Entity.

Key management personnel unitholdings

At 30 June 2008 no key management personnel held units in the Fund (2007: Nil).

Key management personnel compensation

Key management personnel are paid by Equity Trustees Limited. Payments made from the Fund to the Equity
Trustees Limited do not include any amounts directly attributable to compensation of key management personnel.
Key management personnel loan disclosures

The Fund has not made, guaranteed or secured, directly or indirectly, any loans to the key management personnel
or their personally related entities at any time during the reporting period.
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{continued)

12 Related party transactions (continued)

Other transactions within the Fund

Apart from those details disclosed in this note, no key management personnel have entered into a material contract
with the Fund since the end of the previous financial year and there were no material contracts involving director's
interests subsisting at year end.

Responsibie Entity's/manager’s fees and other transactions

Under the terms of the Fund Constitution and the Product Disclosure Statements for the Fund, the Responsible
Entity and the investment manager are entitled to receive fees monthly of up to 0.745% per annum for the
wholesale class and 1.525% per annum for retail class in total of the aggregate portfolio value of the Fund.

All related party transactions are conducted on normal commercial terms and conditions. The transactions during
the year and amounts payable at year end between the Fund and the Responsible Entity and Investment Manager
were as follows:

30 June 30 June
2008 2007
$ $
Responsible Entity's fees for the year 215,895 105,672
Management fees for the year 1,193,764 755,378
Aggregate amounts payable to the Responsible Entity at the reporting date 29,311 41,897
Aggregate amounts payable to the Investment Manager at the reporting date 118,084 53,817

No amounts were paid by the Fund directly to the key management personnel of Equity Trustees Limited.

Related party schemes’ unitholdings

Parties related to the Fund (including Equity Trustees Limited, its related parties and other schemes managed by
Equity Trustees Limited), held units in the Fund as follows:

2008
Number of Number of Number of Number of Distributions
units held units held units units paid/payable
opening closing Interest held acquired disposed by the Fund
Unitholder (Units) (Units) (%) (Units) (Units) ($)
Timothy & Sarah Lincoln
Super Fund 223,387 360,798 0.58 137,411 - -
Sarah Lincoln 390,418 483,408 0.78 92,990 - -
Lincoln Indicators Pty Ltd 9,072 10,572 0.02 1,605 105 468
Alwin Pty Ltd 667,462 703,013 1.14 35,551 - -
2007
Number of Number of Number of Number of Distributions
units held units held units units paid/payable
opening closing Interest held acquired disposed by the Fund
Unitholder {Units) (Units) (%) (Units) {Units) (3]
Timothy & Sarah Lincoln ,
Super Fund 206,209 223,387 0.36 17,178 - 363
Sarah Lincoln 366,587 390,418 0.63 23,831 - 503
Lincoln Indicators Pty Ltd 8,473 9,072 0.01 599 - 13
Alwin Pty Ltd 559,751 667,462 1.08 107,711 - 2,275
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12 Related party transactions (continued)

Investments

The Fund did not hold any investments in Equity Trustees Limited or its related parties during the year and the
Responsible Entity held no units in the Fund.

13 Reconciliation of profit/(loss) to net cash inflow/(outflow) from operating activities

Year ended
30 June 30 June
2008 2007
$ $
{a) Reconciliation of profit/(loss) to net cash inflow/{outflow) from operating
activities
Profit/loss for the year - -
(Decrease)/increase in net assets attributable to unitholders (20,845,124) 9,765,678
Distributions to unitholders 7,267,998 15,104,932
Proceeds from sale of financial instruments held at fair value through profit or loss 62,399,622 101,742,785
Purchase of financial instruments held at fair value through profit or loss (118,937,780) (112,757,540)
Net losses/{gains) held at fair value through profit or loss 16,683,119 (21,368,512)
Net change in receivables (605,100) 50,654
Net change in payables 44.462 42 679
Net cash outflow from operating activities (53.992,803) (7.419.324)
{b) Non-cash financing activities
During the year, the following distribution payments were satisfied by the issue of
units under the distribution reinvestment plan. 1,330,156 6,078.018

As described in Note 2(i), income not distributed is included in net assets attributable to unitholders. The change in
this amount each year (as reported in (a) above) represents a non-cash financing cost as it is not settled in cash
until such time as it becomes distributable (ie taxable).

14 Events occurring after the balance sheet date

No significant events have occurred since balance date which would impact on the financial position of the Fund
disclosed in the balance sheet as at 30 June 2008 or on the results and cash flows of the Fund for the year ended
on that date.

15 Contingent assets and liabilities and commitments

There are no outstanding contingent assets and liabilities or commitments as at 30 June 2008 and 30 June 2007.

16 Reclassification to presentation

Certain prior year amounts have been re-classified to conform to the presentation in the 30 June 2008 financial
statements.
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Directors' declaration

In the opinion of the directors of the Responsible Entity:

(a) the financial statements and notes set out on pages 6 to 25 are in accordance with the Corporations Act
2001, including:

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

(i) giving a true and fair view of the Fund’s financial position as at 30 June 2008 and of its performance,
for the financial year ended on that date; and

(b) there are reasonable grounds to believe that the Fund will be able to pay its debts as and when they
become due and payable.

This declaration is made in accordance with a resolution of the directors.

Melbourne
23 September 2008
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INDEPENDENT AUDITOR’S REPORT TO THE UNITHOLDERS OF LINCOLN AUSTRALIAN
SHARE FUND

We have audited the accompanying financial report of Lincoln Australian Share Fund (“the Fund”),
which comprises the balance sheet as at 30 June 2008, and the income statement, cash flow statement
and statement of changes in equity for the year ended on that date, a summary of significant
accounting policies, other explanatory notes and the directors’ declaration of the Fund as set out on

pages 6 to 26.
Directors’ Responsibility for the Financial Report

The directors of the Responsible Entity, Equity Trustees Limited, are responsible for the preparation
and fair presentation of the financial report in accordance with Australian Accounting Standards
(including the Australian Accounting Interpretations) and the Corporations Act 2001.  This
responsibility includes establishing and maintaining internal control relevant to the preparation and
fair presentation of the financial report that is free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates that
are reasonable in the circumstances. In Note 2(a), the directors also state, in accordance with
Accounting Standard AASB 101 Presentation of Financial Statements, that compliance with the
Australian equivalents to International Financial Reporting Standards ensures that the financial report,
comprising the financial statements and notes, complies with International Financial Reporting

Standards.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial report.

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

Liability limited by a scheme approved under Professional Standards Legislation.
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Auditor’s Independence Declaration

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.

Auditor’s Opinion
In our opinion:

(a) the financial report of Lincoln Australian Share Fund is in accordance with the Corporations Act
2001, including:

(1) giving a true and fair view of the Fund’s financial position as at 30 June 2008 and of its
performance for the year ended on that date; and

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

(b) the financial report also complies with International Financial Reporting Standards as disclosed in
Note 2(a).

W”C\Nm

DELOITTE TOUCHE TOHMATSU

o

Neil A Brown

Partner

Chartered Accountants
Melbourne, 23 September 2008
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