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1. INTRODUCTION

Good morning, welcome to the sixth Annual General Meeting of the Australian Leaders Fund. Thank you for your attendance and for your support since listing in February 2004. 

My name is Justin Braitling and I am chairman of the board of directors. I would like to introduce the other members of the board – Geoff Wilson, Matthew Kidman, John Abernethy and Julian Gosse.  

2. MISSION

Australian Leaders Fund is an investment company with a specific focus on the larger publically listed companies. The Mission of Australian Leaders is to deliver superior returns to investors over the medium term. We look to achieve this objective by taking advantage of mispricing in all segments of the market, not just from buying undervalued shares but from short selling expensive ones as well. 
Australian Leaders adopts a similar investment process to other institutional investors but employs a different funding structure. Like a traditional fund, we look to invest in well managed companies with superior economics that can be purchased on attractive terms.  However, unlike a traditional fund we take this process one step further and sell the securities of businesses that are fundamentally challenged, where these shares can be sold for more than they are worth. These shares are borrowed, sold and the proceeds reinvested back into the portfolio. Borrowed Securities are an attractive funding source for an equity portfolio, given the low borrowing cost and the natural hedge in the structure. 

3. PERFORMANCE

Australian Leaders reported a profit before tax for the 12 months to 30 June 2009 of $11.1 million and an after tax profit of $8.6 million a very strong result in a period when the market fell sharply. As at 30 June 2009, the pre-tax net tangible asset backing (NTA) of ALF was $1.22 cents per share after adjusting for the interim dividend.

Total dividends declared for the year were 5 cents a share fully franked, compromised of a 2.0 cent interim dividend and a 3.0 cent final dividend.

At financial year end, 68% of company assets were invested in listed securities and the balance was retained in cash. Turning to the investment portfolio, 63% was invested in S&P ASX 200 companies and the balance held in smaller emerging growth companies. The balance sheet was funded evenly between equity and borrowed securities.

Gross shareholder’s funds increased by 26.5% over the financial year, a pleasing result given the All Ordinary Index fell by 21.9%, representing an outperformance of 48.4%.
4. DISCOUNT TO NTA 

With the share price currently trading at $1.19 (as at 16/11/09) the shares are at a 16% discount to the value of the company’s underlying assets, an improvement on the discount last year. As long as the discount does not increase from year to year, total shareholder returns should match the underlying performance of the portfolio less expenses. We believe the discount should close over time with the establishment of a performance track record as a public company.  
Since inception the gross portfolio has increased by 208% while the All Ordinaries Accumulation index has increased by 79%. If we can continue to outperform, the discount should diminish.  
5.   CORPORATE GOVERANCE
In recent months, the board has undertaken a review of the Corporate Governance Policies of the company taking into consideration the “Corporate Governance Principles and Recommendations” released by the ASX Corporate Governance Council.  
The board has also completed an Enterprise Risk Review of the various performance and operational risks facing the company. The review undertaken and approved by the Board addressed the following:

1. Compliance with the investment process. The board will monitor the manager’s compliance with the investment process as documented in the company’s Annual Report and published on the company’s website. 

2. Operational risks Focussing on the avoidance of transactional errors and misappropriation of assets and income by ensuring appropriate internal controls are in place and appropriate segregation of functions;

3. Reporting risks To ensure appropriate reconciliation and review of all reported information, and;

4. Compliance risks To ensure that processes and controls are operating to allow appropriate consideration to be given to compliance of the company’s operations with the ASX Listing Rules and the Corporations Law.

A review of Corporate Governance and Risk Management policies is undertaken as a part of the scheduled meetings of the company each year.
6. INVESTMENT PROCESS

We have made considerable progress in refining our investment process since listing back in 2004.  The size and structure of the company’s balance sheet has changed meaningfully as we have become more confident in the use of borrowed securities as a source of funding.
Recognising the process has evolved, we thought it appropriate to introduce clearer investment guidelines around the size and nature of security holdings and the funding structure of the balance sheet. 
With these guidelines we are seeking to provide greater clarity to shareholders on the type of securities we are investing in; how we manage portfolio risk; and our preferred funding structure.
These investment guidelines will be included in the presentation slides to follow. They will also be released separately to the stock exchange, included in the company’s future Annual Reports and posted on the company’s website. 
Additional information will be released each month with the company’s NTA announcement allowing shareholders to review the portfolio and balance sheet in light of these guidelines.

7.  OPTION ISSUE

As you know the company in September issued to shareholders an option to acquire additional shares at any time up until 30 November 2010 for $1.25 per new share. The board is committed to creating shareholder value and to increase the size of the Company. The option gives shareholders the opportunity to increase their exposure to the company in an equitable way. Shareholders can choose to increase their holding, sell their options or let their options expire.
As Australian Leaders increases in size, liquidity improves and the manager establishes a track record of outperformance, the discount to NTA is likely to narrow.

8. OUTLOOK
I will address the outlook in more detail in the market update presentation to follow but in summary we would expect international equity markets to deliver modest growth in the medium term. Given our view that global growth will be soft for some time, we do not foresee shares returning to the inflated levels reached in 2007 in the medium term. Equity markets are likely to grind higher, “climbing a wall of worry” as the sustainability of this anaemic recovery is questioned.

The company has started the new financial year on a positive note, achieving a profit before tax of $25.3 million dollars (unaudited) for the first quarter. The portfolio has continued to deliver solid outperformance increasing in value by 34.1% in three months to September 30th, the All Ordinaries Accumulation index has increased by 21.6% over this period. 

9. CONCLUSION

We have worked hard at developing a very unique investment process which is delivering solid and consistent results. You will struggle to find a fund anywhere that has delivered better results over the last 12 months than Australian Leaders, in a year of unprecedented turbulence.  
I would like to finish with a note of caution.  It is highly unlikely that we will be able to repeat the scale of outperformance achieved last year any time soon. While we are confident we can deliver superior returns over the medium term, it is inevitable at some stage our performance will be struggle. 
In conclusion I would like to thank the staff, directors and shareholders of the Australian Leaders Fund for their continuing support. We look forward to an exciting future ahead together.
Now ladies and gentlemen we shall conduct the formal part of the meeting.  All resolutions are ordinary resolutions and only require a simple majority of 50% of votes cast to be passed.

The first matter is to receive and consider the financial report, the directors’ report and the auditors’ report for the Company for the year ended 30 June 2009.  Our auditor Mark Schiliro is in the audience. Shareholders can ask questions of the directors or auditor.  Are there any questions?

I move that the financial report and the report of the directors and auditors for the financial year be adopted.

The first resolution is “That Julian Gosse retired by rotation and having offered himself for re-election in accordance with Rule 6.4 of the constitution of the Company be re-elected as a director of the Company.”

We will take any questions.

I hold proxies amounting to 9,090,158 in favour of this resolution and 82,347 against. I ask for a proposer, thank you, a seconder, thank you.

 

Would the shareholders voting in favour of the resolution raise their hand? 

Against?

I declare the resolution passed. 

The second resolution is “That Mr John Abernathy retired by rotation and having offered himself for re-election in accordance with Rule 6.4 of the constitution of the Company be re-elected as a director of the Company.”

I hold proxies amounting to 9,079,880 in favour of this resolution and 92,625 against. I ask for a proposer, thank you, a seconder, thank you.  Would the shareholders voting in favour of the resolution raise their hand? 

Against?

I declare the resolution passed. 

The third resolution is “That the Remuneration Report be adopted”. This resolution is advisory only and does not bind the Company or its Directors. Are there any questions?

I hold proxies amounting to 8,079,605 in favour of this resolution and 812,668 against. I ask for a proposer, thank you, a seconder, thank you.  Would the shareholders voting in favour of the resolution raise their hand? 

Against?

I declare the resolution passed. 

The final resolution is “That the total fees payable to Directors be increased by $30,000 to a maximum of $110,000 per annum and be divided amongst the non-executive independent Directors in such manner as they determine.”

I note that any votes cast by directors of the company, or their associates, will be disregarded.  Are there any questions?

I hold proxies amounting to 6,514,929 in favour of this resolution and 2,024,162 against. I ask for a proposer, thank you, a seconder, thank you.  
Would the shareholders voting in favour of the resolution raise their hand? 

Against?

I declare the resolution passed. 

Thank you ladies and gentlemen for your time. I now declare the formal meeting closed.
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