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IMPORTANT NOTICES

This Prospectus was lodged with ASIC on 26 February 
2010 and will expire on 25 March 2011. The ASIC and 
its officers take no responsibility for the contents of this 
Prospectus or the merits of the investment to which this 
Prospectus relates. No securities will be allotted, issued or 
sold on the basis of this Prospectus after the expiry date.

This document is important and should be read in its  
entirety. You may wish to consult your professional  
adviser about its contents. 

No person is authorised to give any information or make 
any representation in connection with the Offers which 
is not contained in this Prospectus. Any information or 
representation not so contained or taken to be contained 
may not be relied on as having been authorised by the 
Company in connection with the Offers. 

Offers under this Prospectus will be made pursuant to an 
arrangement between the Company and Growth Equities 
Pty Ltd (Manager) pursuant to Section 911A(2)(b) of the 
Corporations Act. The Company will only authorise the 
Manager to make offers to people and arrange for the  
issue of Shares by the Company under the Prospectus. 
The Company will only issue Shares in accordance with 
such offers if they are accepted. 

No person named in this Prospectus, nor any other  
person, guarantees the performance of the Company,  
the payment of dividends, the repayment of capital or  
the payment of a return on the Shares offered under  
this Prospectus.

Defined terms and abbreviations included in the text of 
this Prospectus are set out in the Glossary at Section 21. 
Financial amounts in this Prospectus are expressed in 
Australian dollars.

This Prospectus does not constitute an offer in any place 
in which, or to any person to whom, it would not be lawful 
to make such an offer.

Applications for Shares can only be submitted on  
Application Forms attached to and forming part of,  
or accompanying, this Prospectus. Application Forms  
are only available with a Prospectus.

INVESTMENT RISKS

An investment in the Company has general risks  
associated with any investment in the Share market and 
specific risks associated with the Company. You should 
read this Prospectus in full to appreciate the types of 
risk associated with the investment. Sections 2 and 14 
sets out the relevant risks of investment in the Company, 
including:

•	 Investment Risk: the Company’s ability to make  
profitable investments,

•	 Industry Risk: including changes in taxation and/or 
government policy, and

•	 Market Risk: the Company’s investments may fall in 
value.

EXPOSURE PERIOD

Under the Corporations Act, the Company is not  
permitted to process applications during the period of 7 
days after the date of lodgement of this Prospectus with 
the ASIC. The ASIC may extend this period for a further 
7 days. This period is an exposure period to enable this 
Prospectus to be examined by market participants prior  
to the raising of funds. Potential investors should be  
aware that this examination may result in the identification 
of deficiencies in the Prospectus and, in those  
circumstances, any application that has been received 
may need to be dealt with in accordance with Section 
724. No preference will be conferred on applications 
received during the exposure period.

ELECTRONIC PROSPECTUS

This Prospectus may be viewed online at  
www.growthequities.com.au. 

The Offers or invitations to which the Prospectus relates 
are only available to persons receiving the Prospectus  
in Australia. If you download the Prospectus, please  
ensure that you have reviewed the entire Prospectus  
accompanied by the Application Form. The Shares to 
which the downloaded Prospectus relates will only be  
issued on receipt of a printed copy of the electronic  
Application Form.

The Company will send to a person a copy of the paper 
Prospectus which includes a paper Application Form  
free of charge if the person asks during the Offer period. 
This can be obtained by contacting the Company on  
(08) 9423 5120.

RETURNS

Whilst this Prospectus provides information as to the  
returns made over the previous years, investors should 
note that these returns include realised and unrealised 
returns and also that past performance is no guarantee  
of future returns. Investors should also note that an  
investment in the Company is subject to a number of  
risk factors. These risk factors are summarised in  
Section 2 and set out in full in Section 14.

LIQUIDITY 

Investors should be aware that the Company is an 
unlisted investment company and no application will be 
made to the Australian Securities Exchange or any other 
financial market for official quotation of the Shares.  
Therefore Shares in the Company are considered illiquid 
as they cannot be actively traded on a live market, such 
as the Australian Securities Exchange. 

Growth Equities  
Accumulation Limited 
Level 2						      
47 Stirling Highway			 
Nedlands WA 6009

PO Box 1110
Nedlands WA 6909			 
		
ph:  08 9423 5120				 
fax: 08 9423 5199
www.growthequities.com.au 		
info@growthequities.com.au

Directors 						   
Richard Lester AM – Chairman		
Russell Lester		
Damian Hicks	

Company Secretary 
Russell Lester		
	
				    	
Manager						   
Growth Equities Pty Ltd
AFS Licence Number 225781		
	
Level 2 						   
47 Stirling Highway 
Nedlands WA 6009

PO Box 1110
Nedlands WA 6909

24.  
Corporate 
Directory

Solicitors						   
Steinepreis Paganin			 
Level 4 
The Read Buildings		   
16 Milligan Street 					 
Perth WA 6000 

Auditors  
Moore Stephens
Level 3 
12 St Georges Terrace		   
Perth WA  6000
		
			 

					   



1
growth equities Accumulation limited prospectus

1

Contents 

Chairman's Invitation to Invest 3

1. Key Benefits of Investing with Growth Equities 4

2. Key Risks of Investing with Growth Equities 6

3. Investment Summary 8

4. How to Invest 10

5. Performance 12

6. Growth Equities Investment Process 16

7. Tax Efficiency 18

8. Who Should Invest 19

9. Company Directors 20

10. Information for Investors 22

11. Financial Information 26

12. Investigation Accountant’s Report 28

13. Material Contracts 43

14. Risk Factors 45

15. Additional Information 47

16. Disclosure of Interests 48

17. Corporate Governance 50

18. Legal Proceedings 50

19. AFS Licensees 50

20. Directors’ Authorisation 50

21. Glossary 51

22. Application Form 52

23. Application Conditions 53

24. Corporate Directory 54

INDICATIVE TIMETABLE

Date of Prospectus 26 February 2010 

Opening date of first Offer 8 March 2010

Closing date of last Offer 25 March 2011

Expiry date 25 March 2011

The above dates are indicative only and may change without notice. The Company reserves the right 
to close the Offers early without notice.



growth equities Accumulation limited prospectus
2

Growth Equities provides investors with access to 
managed funds of Australian listed shares.

The objective is to maximise profits for investors whilst 
protecting their investment capital.

The funds intend to deliver both fully franked dividends 
and share price growth to their shareholders. 

If you’re a long term investor with $100,000 to invest, here are a few reasons why you 
should consider Growth Equities.

We understand that our investors want peace of mind. That’s why our management 
has invested over $6 million in the funds. So we’re not just managing your money, 
we’re managing our own as well. This means we really are committed to delivering 
excellent investment returns to you.

Our proven investment process has been built and refined over many years of  
research and practical application. It pulls together all of the factors that preserve 
capital and build sustainable wealth. We focus on businesses we understand, that are 
managed by excellent people, that have solid business economics and that can be 
bought cheaply. We avoid companies we don’t understand or find difficult to assess.

If you’re going to ask someone to manage your money for you, you need to trust 
them. Our investors are reassured by our disciplined approach of selecting a small 
number of well managed and highly profitable companies from the ASX. We carry out 
detailed research, analysis and valuation, often visiting the company’s management 
and operations. Each prospective investment must pass through a strict assessment 
process by consistently achieving minimum hurdle rates of financial ratios. These ratios 
are designed to highlight highly profitable and conservatively financed companies.  
This process reduces investment risk and improves the reliability of returns.

An investment in the Company has general risks associated with any investment in  
the Share market and specific risks associated with the Company. You should read 
this Prospectus in full to appreciate the types of risk associated with the investment. 
Sections 2 and 14 sets out the relevant risks of investment in the Company, including:

•	 Investment Risk: the Company’s ability to make profitable investments,

• 	Industry Risk: including changes in taxation and/or government policy, and

• 	Market Risk: the Company’s investments may fall in value.
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I am pleased to invite you to join us  
by investing with Growth Equities  
Accumulation Limited (GEAL). This is a 
unique investment vehicle because of its 
structure, how it is managed and who 
invests in it. 

Growth Equities was born out of the  
recognition that so much more could  
be achieved out of a co-investment  
model. Relying on those with the time,  
dedication, skill, experience and  
competence to manage investments  
delivers greater cost efficiencies, lower  
risks and larger and more reliable returns.

We invite like-minded, self-directed  
wealthy individuals and families to invest 
alongside the principals and management 
of Growth Equities. Our investment process 
and model have been thoroughly tested 
and proven using our own money before 
opening these investments to others.

The benefits of investing with GEAL as  
opposed to investing individually, include:

1. 	 Instant access to a managed and  
diversified portfolio of Australian shares;

2. 	 A proven long term investment  
philosophy that has delivered reliable 
and sustainable investment returns;

3. 	T he comfort of knowing that the  
Manager has as much, if not more,  
at stake;

4. 	 No conflict of interest associated  
with stockbrokers managing share 
portfolios;

5. 	T he Manager’s competence is born  
out of decades of proven success;

6. 	 The ability to lower and/or defer tax  
on returns from your investment;

7. 	T he Company does not borrow to 
invest;

8. 	C o-investment with management  
delivers cost efficiencies and greater, 
more reliable returns;

9. 	O pen communication promotes  
transparency whilst still governed  
by public company reporting  
requirements; and

10. Contribute or withdraw any month.

I commend this Prospectus to you and  
invite you to join us and the other  
Shareholders by becoming a shareholder  
in Growth Equities Accumulation Limited.

Best wishes

 

Richard (Dick) Lester AM 
Chairman

Chairman’s Invitation to Invest

Richard (Dick) Lester AM
Chairman
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1.1	 Instant access to a managed and diversified portfolio of 		
	 Australian shares

GEAL provides instant access to a professionally managed and diversified portfolio of  
Australian listed shares. It can be treated as your pure exposure to Australian shares or  
be added to your portfolio to provide further company and management diversity.

1.2	 A proven long term investment philosophy that delivers reliable 	
	 and sustainable investment returns

Our proven investment process has been built and refined over many years of research  
and practical application. It pulls together all of the factors that preserve capital and  
build sustainable wealth. We focus on businesses we understand, that are managed by 
excellent people, that have solid business economics and that can be bought cheaply.  
We avoid companies we don’t understand or find difficult to assess. Please refer to  
Section 6 for more information.

1.3	 The comfort of knowing that the Manager has as much, if not 	
	 more, at stake

The directors of the Company and Manager are professional, experienced and competent 
people with over $6 million invested with Growth Equities. They are managing your money 
together with their own, so they really are committed to delivering excellent investment 
returns to you. Please refer to Section 16 for more information.

1.4	 No conflict of interest associated with stockbrokers managing 	
	 share portfolios

The Manager’s income is based on the value of your investment, so the Manager has an 
incentive to grow the value of your investment. A stockbroker is generally paid when he 
buys or sell your shares. He has an incentive to turn over your portfolio, your profit or loss 
matters little to him.

1.5	 The Manager’s competence is born out of decades of proven 	
	 success

The directors and employees of the Manager have accumulated business and investment 
experience totalling 70 years and built an investment in Growth Equities worth more than 
$6 million.

1.  
Key Benefits  
of Investing 

with Growth 
Equities
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1.6	 The ability to reduce and/or defer tax on investment returns

An investment in the Company provides Shareholder’s with the ability to reduce and/or 
defer tax on their investment returns. (Please refer to Section 7 for the tax implications of 
investing).

1.7	 The Company does not borrow to invest

The Company does not borrow money to invest because, among other reasons,  
substantial returns can be achieved without the added risks of debt. Please refer to  
Section 6 for more information.

1.8	 Co-investment with management delivers cost efficiencies and 	
	 greater, more reliable returns

Co-investment ensures that your money is managed by those with the time and dedication 
to ensure it performs. It spreads the costs of management, research, brokerage and 
administration over a much larger pool to increase the returns and reduce the risks of 
investing.

1.9	 Open communication promotes transparency whilst still 		
	 governed by public company reporting requirements

Our open approach to Shareholder communications, performance reporting, audit and 
compliance reporting ensures Shareholders’ queries are answered quickly and they are 
kept fully informed. As an Australian public company, the Company is audited annually  
and complies with the reporting and compliance standards of the Corporations Act.

1.10	Contribute or withdraw any month

While not as liquid as a listed company, investors may invest further or withdraw their 
investment on one occasion each month after having provided sufficient notice. Refer  
to section 10.10 for details of the Redemption Facility.
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An investment in the Company will involve a number of risks. Whilst some risks can  
be mitigated through prudent management techniques and safeguards, many are  
outside the control of the Company. In addition, an investment in shares carries its  
own risks regardless of the business and operating environment of the company.

The key risks which may materially affect the performance and financial position  
of the Company and its prospects include, but are not limited to, the following:

2.1	 Investment Risk

The success and profitability of the Company will, in part, depend upon the ability of  
its Board and the Manager to invest in assets which have the ability to increase in value 
over time. The price or value of investments that the Company purchases may fall as  
well as rise. 

2.2	 Market Risk

The future earnings of the Company and the value of its investments may be affected  
by the general economic climate, commodity prices, currency movements, changing  
government policy and other factors beyond the control of the Company. As a result,  
no guarantee can be given in respect of the future earnings of the Company or the earnings 
and capital appreciation of its investments. Further, any variation in short and long term 
interest rates, commodity prices and exchange rates could materially affect the operating 
results of the Company.

2.3	 Performance Fee Risk

The Performance Fee may create an incentive for the Manager to make investments on 
behalf of the Company that are riskier or more speculative than would be the case in the 
absence of a fee based on the performance of the Company.

2.4	 Diversification Risk

The Company may not be able to diversify its investments. Effective risk management  
depends on a range of factors including diversification of investments and other factors.

2.  

Key Risks  
of Investing 

with Growth 
Equities
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2.5	 Licensing Requirement

The ability of the Manager to continue to manage the portfolio of the Company is  
dependent on the Manager maintaining its Australian Financial Services (AFS) licence  
and satisfying the conditions of its AFS Licence and its obligations under the Corporations 
Act on an ongoing basis. 

2.6	 Liquidity

The Company will be an unlisted entity, therefore the ability of Shareholders to sell Shares 
will be restricted (refer to Section 10.10 of this Prospectus for further details). 

2.7	 Reliance on Key Personnel

The Company has put in place, and has instructed the Manager to put in place, systems 
and processes to mitigate the risk of losing key people, however, the loss of key personnel 
could have a negative impact on the Company.

2.8	 Financial Market Volatility

A fall in global or Australian equity markets, global or Australian bond markets or a  
rapid change in the value of the Australian dollar against other major currencies may  
discourage investors from moving money into or out of equity markets. This may have  
a negative effect on the Shares.

2.9	 Hedging Risk

The selling or purchasing of an unhedged option or warrant carries with it the risk of  
causing significant losses to the Company and such losses may arise over a relatively  
short period of time.

This list of risks is not exhaustive and potential investors should read this Prospectus in  
full and seek professional advice. Section 14 contains a full list and description of the key 
risks associated with an investment in the Company.
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Investment Objective To maximise the investment returns for Shareholders 
while protecting the capital base.

Target Investments Australian listed securities. The portfolio specifically 
excludes resource stocks.

Minimum Investment $100,000.00.

Share Issues Occur once each month until: 25 March 2011.

Issue Price Determined following the monthly valuation. Equal to the 
NAV before provision for unrealised capital gains tax per 
share.

Minimum Investment Term 3 to 5 years.

Investment Returns Predominantly via the increase in Share value plus some 
fully franked dividends.

Dividends The Company’s purpose is to accumulate profits in order 
to increase its value for Shareholders. Investment profits 
will generally be retained and re-invested. The Company 
endeavours to increase its fully franked dividend each 
year.

Taxation This investment enables the deferral of tax on investment 
profits. Please refer to Section 7 for further information..

Disciplined Investing The Manager’s selective and disciplined approach to 
investing is intended to reduce your investment risk.

3.  

Investment 
Summary

 

This is a summary of an investment in GEAL. This Prospectus should be read in its entirety 
and you may wish to consult your advisor.
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Performance History GEAL has outperformed the All Ordinaries Accumulation 
Index during 4 of the past 6 financial years. Please refer 
to Section 5 for more information. However, the Company 
notes that past performance is not an indicator of future 
performance.

Risks Similar to listed investments and managed funds (with 
the addition of a liquidity risk due to the Company being 
unlisted). Refer to Section 14 for full details of the risks 
relevant to the Company.

Entry and Exit Fees Nil.

Management Fees 1% pa of the Value of the Portfolio paid monthly in arrears.
Note: Our management fees are lower than most retail 
managed funds and are structured to provide an incentive 
for the Manager to maximise profits for all Shareholders.  
Please refer to Section 10.5 and 13.1.

Performance Fees 20% of any performance greater than that of the All  
Ordinaries Accumulation Index calculated over a financial 
year, but subject to a ‘High Water Mark’ hurdle (see  
Sections 10.5 and 13.1).

Exit Monthly via Redemption Facility.

Contact Us Level 2, 47 Stirling Highway
Nedlands WA 6009
PO Box 1110 Nedlands WA 6909
(08) 9423 5120

Website www.growthequities.com.au
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4.  
How to  
Invest

4.1.	 Applications

An application for Shares under this Prospectus can only be made by completing and 
lodging the Application Form attached at the back of this Prospectus.

Applications must be for a minimum amount of $100,000.

The Issue Price of the Shares is equal to the Net Asset Value (NAV) before provision for 
unrealised capital gains tax per Share, at the last business day of the month.

As the Issue Price is not known by the Applicant at the time of application, all applications 
are to be made for a dollar amount rather than for a number of Shares. The number of 
Shares issued to the Applicant will be determined in accordance with the following formula 
and rounded to the nearest whole number:

The first Offer will commence on 8 March 2010 and close at 5.00pm (WST) on 31 March 
2010. Thereafter, each separate Offer will commence on the first day of the next month  
and close at 5.00pm (WST) on the last day of that month. 

A valuation of the Company is performed at the last day of each month to determine the 
NAV. The NAV is equal to the value of all of the Company’s investments and cash, less any 
costs or provision for costs at that point in time. The Issue Date of the Shares will be the 
first day after valuation, being the first day of the month following receipt of a valid 
application.

As a result, each Share is backed by the value of the Company’s investment Portfolio. 
Applications must be accompanied by Application Monies. No brokerage or stamp duty 
will be payable by the Applicant.

Completed Application Forms, together with Application Monies should be forwarded to 
the Company at the following addresses:

By mail:	  
PO Box 1110 
Nedlands WA 6909				   
 
Hand delivered or by courier: 
Level 2, 47 Stirling Highway 
Nedlands WA 6009

Cheques should be made payable to “Growth Equities Accumulation Limited – Offer  
Account” and crossed “Not Negotiable”. No brokerage or stamp duty will be payable  
by the Applicant.

The acceptance of Applications and the allocation of Shares is at the sole discretion of  
the Company.

Number of Shares  =   	 Subscription Money			 

	      		          	I ssue Price
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4.2	 Enquiries
Please contact the Company on (08) 9423 5120.

Electronic copies of this Prospectus are available from www.growthequities.com.au

4.3	 Privacy

When you make an application under this Prospectus, you acknowledge and agree that:

(a) you are required to provide certain information to:

(i) 		 facilitate the assessment of an application;

(ii)		enable the Company to provide appropriate services to Applicants; and

(iii)		carry out appropriate administration;

(b) the Company may be required to disclose this information to:

(i) 		 third parties who carry out functions on behalf of the Company on a confidential 
basis; and

(ii) 	 third parties if that disclosure is required by law; and

(iii) 	related corporate bodies which carry out functions on behalf of the Company.
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5.  
Performance

5.1	 Past Performance

The Company’s periodical performance is as follows:

Period ending
31 January 2010

Growth Equities 
Accumulation Limited*

All Ordinaries  
Accumulation Index

1 Year +53.7% +34.0%

2 Years -6.2% pa –4.0% pa

3 Years -4.4% pa –1.4% pa

4 Years +5.8% pa +4.2% pa

5 Years +7.9% pa +7.8% pa

The Company’s periodical performance is as follows:

Financial Year
Growth Equities 

Accumulation Limited*
All Ordinaries  

Accumulation Index

2010 (7 months) +27.4% +18.1%

2009 -15.7% -22.0%

2008 -35.1% - 11.4%

2007 +35.7% +26.9%

2006 +30.8% +22.4%

2005 +14.6% +22.6%
 

* After all costs, before tax and including dividends and franking credits.
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XAOAI = All Ordinaries Accumulation Index

FY10 = 7 months to 31 Jan 2010

The chart below shows the total return to Shareholders of the Company (GEAL) for each 
financial year compared to the All Ordinaries Accumulation Index (XAOAI). Financial year 
2010 consists of seven months to 31 January 2010.
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5.  
Performance

(continued) 

Shareholders have previously received investment returns in the form of both fully franked 
dividends and growth in the value of their Shares.

The following fully franked dividends have previously been paid:

Financial Year
Fully Franked  

Dividends $
Fully Franked  

Yield %*

2008/09 Nil 0%

2007/08 $0.01 0.6%

2006/07 $0.01 0.4%

2005/06 $0.01 0.6%

2004/05 $0.01 0.8%
* Based on price as at 1 July of applicable period. 

Return Composition

Growth Equities Accumulation Limited
All Ordinaries

Accumulation Index

Financial Year Price Growth Income* Total Total

2009/10 (7 months) +27.4% 0% +27.4% +18.1%

2008/09 -15.7% 0% -15.7% -22.1%

2007/08 -34.5% +0.6% -35.1% -12.1%

2006/07 +35.3% +0.4% +35.7% +30.3%

2005/06 +30.2% +0.6% +30.8% +24.2%

2004/05 +13.8% +0.8% +14.6% +22.6%
* Grossed up dividends
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5.2	 Portfolio Volatility

The Company’s historical performance 
shows that the value of Shareholder’s  
investment has fluctuated by more than  
the broad market. This is because the 
portfolio has a lower level of investment 
diversification than the All Ordinaries  
Accumulation Index. The portfolio consists 
of approximately 20 investments (ranging 
from 15 to 25) compared to the Index’s  
500 investments and this means that  
each investment in the portfolio may  
have a greater impact on the portfolio’s  
performance, both positively and  
negatively. This characteristic is likely  
to continue in the future.

5.3	 Performance Reporting

The Company reports its performance and 
Share price (based on the Company’s NAV) 
every month following valuation and will be 
made available within two weeks from the 
end of the month. The performance reports 
are distributed via email and are available 
from www.growthequities.com.au or by 
calling (08) 9423 5120. The performance 
reports and website do not form part of  
this Prospectus.

5.4	 Forecasts and Future  
	 Performance

The Directors have considered ASIC  
Regulatory Guide 170 and as the  
Company’s earnings are inherently  
uncertain, they do not believe that they  
have a reasonable basis to forecast  
Company performance.

The Directors make no guarantees  
with respect to the Company’s future  
performance.

5.5	 Returns

Whilst this Prospectus provides information 
as to the returns made over the previous 
years, investors should note that these 
returns include realised and unrealised 
returns and that past performance is no 
guarantee of future returns. Investors 
should also note that an investment in  
the Company is subject to a number of  
risk factors. These risk factors are set out  
in full in Section 14. 
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6.  
Growth  
Equities  

Investment 
Process

6.2	 The Growth Equities Investment Methodology

Disciplined Each investment must pass through our rigorous selection 
and valuation processes by achieving minimum levels of 
specific financial ratios.

Selective We only invest in companies that at least achieve our 
selection and valuation criteria as those that do not meet 
these criteria are less likely to perform as well. We only want 
the very best.

Understand the business By understanding the operations of our target investments 
we may more accurately assess the risks and opportunities 
available to it and us.

Stick to what you know Know your limitations. Investing outside your field of  
competence increases the risks unnecessarily.

Patience We cannot expect the market to recognise a company’s 
value as soon as we have purchased it, this sometimes 
takes years. But we are content waiting for this re-rating  
as we know what it is worth.

Likewise, we are content holding cash until we can find an 
investment that meets our criteria. The returns from superior 
businesses purchased cheaply are worth the wait.

Share prices and markets fluctuate unpredictably. Buying 
cheaply and holding through the fluctuations delivers 
returns without the risk of trading in and out at the wrong 
time. 

Stay fully invested You need to be invested to receive returns. We take  
advantage of opportunities as they arise, but remember 
to be selective. We are content holding cash until we can 
find an investment that meets our criteria. The returns from 
superior businesses purchased cheaply are worth the wait.

6.1	 Investment Philosophy

�Long Term � |  Proven  �|  Sustainable

The Growth Equities investment philosophy has been built and refined over many years of 
research and practical application.  It attempts to pull together all of the factors that 
preserve capital and build sustainable wealth. The processes and disciplines that make up 
the Growth Equities methodology all focus on increasing the probability of successful 
investing.  These also generally result in lower risk investing.

Our investment philosophy, methodology and processes all focus on preserving capital 
because these also increase the probability of achieving the Company’s objectives.

We believe that owning a small number of highly profitable and growing businesses, having 
purchased them cheaply, is the only way to deliver sustainable investment returns.
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6.3	 Investments Committee

The Manager has appointed an Investments 
Committee, which meets on a weekly basis 
and contributes by:

(a) 	Ensuring the investment processes are 
followed in accordance with the written 
procedure.

(b) 	Reviewing existing investments in light  
of new information and market activity.

(c) 	Each member contributes their 
observations and perceptions of 
companies, industries and the local  
and global investment environments.

(d) 	Receiving investment proposals 
including their ceiling price and 
recommended portfolio weighting.

(e) 	Providing critical review of the relevancy 
and effectiveness of the investment 
procedures and request a formal review 
of any part.

(f) 	E nsuring risk management procedures  
are followed.

6.4	 Risk Management

The Manager manages the risks associated 
with investing in the following ways:

(a) 	The Company does not borrow money 
to invest.

(b) 	The Manager has a very selective and 
disciplined approach to investing.

(c) 	Securities will only be included in the 
Portfolio after detailed research, analysis 
and valuation.

(d) 	The Manager concentrates on 
businesses it can understand.

(e) 	The Manager excludes parts of the 
market it perceives to be higher risk.

(f) 	T he Manager will seek to maintain a 
diversified Portfolio with between 15  
and 25 holdings.

(g) 	The Manager will endeavour to hold 
approximately 50% of the value of the 
Portfolio in ASX Top 100 companies or 
their related securities.

(h) 	A maximum of 10% of the value of the 
Portfolio may be purchased into any  
one investment.

(i) 	 A maximum of 20% of the value of  
the Portfolio may be held in any one 
investment at market prices.

(j) 	O nly Australian investments are 
considered.

Understand the market The market is there to serve us. It is a mechanism to  
facilitate transactions. It is not a means to determine the 
value of a company.

Avoid fads We are not influenced by the 'crowd'. We do not change 
our investment approach or processes to suit any particular 
market. Our approach is based on proven and enduring 
rational business facts.

Never become a  
forced seller

Never enter a situation that could threaten the whole  
portfolio.

We believe this investment methodology is the only way to achieve large and sustainable 
investment returns. This is why the management of Growth Equities chooses to invest a 
substantial portion of their wealth in the Company.
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7.1	 Introduction

The Company’s corporate structure and 
management policies deliver a tax efficient 
investment environment for investors. They 
take advantage of the differences in tax 
rates between companies and individuals 
and enable Shareholders to largely defer  
the assessment of tax liabilities relating to 
their investment.

These policies direct the Company to 
reinvest most after tax profits back into  
the Company’s investment Portfolio, thus 
generally increasing the value of investors’ 
Shares faster than if all the profits were 
regularly paid out as fully franked dividends. 
If high levels of fully franked dividends were 
distributed to Shareholders, they may be 
required to pay top-up tax from the 30% 
franking level to their 46.5% tax rate. Our 
policy of retaining most of the profits enables 
our Shareholders to keep the 16.5 cents per 
dollar (46.5% less 30%) of company profits 
that they would otherwise pay as tax.

Depending on their individual circumstances, 
Shareholders who hold Shares in their 
personal capacity (Personal Shareholders) 
should benefit from these policies by:

•	 Deferring tax liabilities;

•	C ontinuing to earn investment returns 
from money that would otherwise have 
been paid away as tax; and

•	U tilising the power of compounding.

7.2	 Tax Deferral

Any tax liability that may arise from an 
increase in the value of investors’ Shares  
will be deferred until the Shares are sold. 
The nature of the tax liability may be  
different for a sale of Shares to another 
investor, to that of a Share buy-back under 
the Redemption Facility (refer to section 
10.10). You may wish to consult your 
financial or taxation adviser.

7.3	 The Power of Compounding 	
	 Returns
“The most powerful force in the universe  
is compound interest”, said Albert Einstein.

The process of compounding returns is 
where profits are earned from investment 
profits received previously and which have 
been reinvested. This has a snowball effect 
of adding layer upon layer of investment 
returns to grow the size of the investment  
at a faster and faster rate.

The Company takes advantage of the power 
of compounding by reinvesting most of the 
after tax profits. As the Company’s tax rate 
of 30% is lower than the highest personal 
rate of 46.5%, it will reinvest more than if  
the Company distributes fully franked 
dividends to its Shareholders (assuming  
they are individuals on the highest marginal 
tax rate) and they were to reinvest the funds 
themselves. This is because those individual 
Shareholders are likely to be required to  
pay an additional 16.5 cents in tax,  
(46.5% highest personal rate less 30% 
company rate). 

This means, for every dollar of profit, the 
Company will reinvest 16.5 cents more  
than if it had distributed dividends to its 
Shareholders and those Shareholders  
did the reinvesting themselves.

7.4	 Dividends

The Company maintains a policy of 
endeavouring to pay an increased fully 
franked dividend each year. Given sufficient 
distributable profits, the Company intends  
to pay a dividend in July of each year. 

Shareholders may choose to reinvest any 
dividends by participating in the Dividend 
Reinvestment Plan (DRP). Please refer to 
section 13.2.

7.5	 Past Performance

Investors should note that past  
performance is not a reliable indicator of 
future performance. Neither the Company 
nor the Directors guarantee that the 
Company’s performance will be to the  
level of its past performance.

7.  
Tax Efficiency
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8.1	 Types of Investors

The following comments provide some guidance on the suitability of an investment in 
Growth Equities Accumulation Limited for a range of different types of investors.

•	 Individuals (Personal Shareholders)

	T he Company has been specifically established to suit long-term investors who pay  
30% income tax or more (i.e. earn taxable income of more than $34,000 per annum).

•	 Companies

	C orporate entities will benefit from the skills of the dedicated Investment Manager and 
the compounding effect of the retention of profits.

•	 Long Term Investors

	T he investment strategies utilised by the Manager have been designed for those who 
intend to invest for the long term and at least for a period of three to five years or more. 
The Company and Manager focus on building sustainable long term investment returns 
and it is important that the Manager’s investment strategies and the tenure of funds at  
its disposal are aligned. As a result, a minimum investment period of 3 to 5 years is 
recommended.

• 	 Income Seekers

	T hose seeking tax effective (fully franked) income, regardless of their tax situation,  
are best suited to the alternative Growth Equities investment “Growth Equities  
Imputation Limited”. Please contact Growth Equities to receive the prospectus  
for “Growth Equities Imputation Limited” or download a copy from the website  
at www.growthequities.com.au.

•	 Superannuation Funds and Not-For-Profit Organisations

	S elf-managed superannuation funds (15% tax rate) and not-for-profit organisations (0% 
tax rate) are best suited to the alternative Growth Equities investment “Growth Equities 
Imputation Limited”. This investment company has been specifically created to suit  
this group of investors. Please contact Growth Equities to receive the prospectus for 
“Growth Equities Imputation Limited” or download a copy from the website at  
www.growthequities.com.au.

8.2	 Seek Professional Tax Advice

The taxation principles outlined in this Prospectus are for indicative purposes only.  
The actual taxation implications applicable to investors will vary from investor to investor.   
The Company, its advisers and its Directors and officers do not accept any responsibility  
or liability for any taxation consequences. As a result, investors should consult their own 
professional tax advisers before subscribing for Shares under this Prospectus. 

8.  
Who should 
invest
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9.1	 Mr Russell Lester - Director

Russell is the Managing Director and founder of Growth 
Equities Pty Ltd (the Manager), a Director of each of Growth 
Equities Accumulation Limited, Growth Equities Imputation 
Limited, an Executive Director of the various Lester Group 
companies and is a board member of the Guildford Grammar 
School Foundation Inc. 

Russell has more than 15 years experience in the Australian 
investment industry and global financial markets, building a 
broad range of investment management skills. Previously he 
was an Investment Advisor with Hartleys Limited, a national 
wealth management company. He was responsible for 

providing investment selection, portfolio construction and management advice to 
individuals, superannuation funds and not-for-profit organisations.

Russell has worked with Deutsche Morgan Grenfell supporting the foreign currency  
dealing activities in London and with the private funds management company, Nelsons 
Money Managers Plc in the UK. He has also been a Corporate Money Market Dealer  
with BankWest in Perth.

Russell holds a Bachelor of EconomicsDegree from the University of Western Australia;  
a Graduate Diploma in Applied Finance and Investment from the Financial Services  
Institute of Australasia (formerly Securities Institute of Australia); is a Graduate Member  
of the Australian Institute of Company Directors, a Fellow of the Financial Services  
Institute of Australasia and a Member of the Real Estate Institute of Western Australia. 

Russell is engaged to manage the affairs of the Company and the Manager. He is a 
member of the Manager’s Investment Committee and is responsible for the day-to-day 
management of the Portfolio and implementation of the Committee’s investment  
decisions for the Company.

9.  
Company  
Directors
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9.2	 Mr Richard Lester AM – Chairman

Richard (Dick) has more than twenty five years experience  
in the investment and funds management industries in 
Australia. He is a Director of Growth Equities Accumulation 
Limited, Growth Equities Imputation Limited and the  
Manager, Growth Equities Pty Ltd. He is also the Executive 
Chairman of the Lester Group of companies.

He was a Non-Executive Director of Wesfarmers Limited,  
a position he held for 13 years from 1995 to 2008 and was 
Chairman of the Western Australian Institute for Medical 
Research for 7 years from 2002 to 2009. He was an inaugural 
member of the Companies and Securities Advisory Committee 
established by the Federal Attorney General to advise the Australian Government on 
securities industries laws. This advice lead directly to the establishment  
by the Government of the Australian Securities Commission, now the Australian Securities 
and Investments Commission (ASIC).

He was formerly the CEO and principal Shareholder of Growth Equities Mutual Limited,  
a property trust fund manager in Australia with over $1.6 billion under management for 
110,000 investors. This Company was sold to the Lend Lease Group in 1994.

Dick is a member of the Manager’s Investment Committee, which meets on a weekly  
basis, and is involved in all investment decisions for the Company. His involvement with  
the Company includes attendance at Board meetings and the provision of strategic advice 
and assistance to the Board as required. It is anticipated that the average time to be made 
available by Dick to the affairs of the Company is ten hours per month.

9.3	 Mr Damian Hicks – Non-Executive Director

Damian is a founding Director of Hannans Reward Ltd, an ASX 
listed company and was appointed Managing Director of that 
company on 1 July 2007. He is a Non-Executive Director of 
Growth Equities Pty Ltd (the Manager) and a Director of each 
of Growth Equities Accumulation Limited, Growth Equities 
Imputation Limited.

Mr Hicks holds a Bachelor of Commerce (Accounting and 
Finance) from the University of Western Australia, is admitted 
as a Barrister and Solicitor of the Supreme Court of Western 
Australia and holds a Graduate Diploma in Applied Finance & 
Investment from Financial Services Institute of Australasia 
(formerly the Securities Institute of Australia). In addition, he holds a Graduate Diploma  
in Company Secretarial Practice from Chartered Secretaries Australia and is a Graduate 
Member of the Australian Institute of Company Directors.	

Damian’s involvement with the Company includes attendance at Board meetings and the 
provision of strategic advice and assistance to the Board as required. It is anticipated that 
the average time to be made available by Damian to the affairs of the Company is ten  
hours per month.
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10.1	Background

Growth Equities Accumulation Limited 
(Company) commenced its investment 
operations on 1 August 2003 following the 
issue of 2,890,000 Shares at $1.00 each. At 
various times subsequent to the Company’s 
commencement but before the date of this 
Prospectus, an additional 3,314,155 Shares 
have been issued. Accordingly, as at the 
date of this Prospectus, the Company’s 
capital structure is as follows:

Total Shares on issue 6,028,543

Total Options on issue 0

 
All Shares previously issued by the 
Company have been issued at an issue 
price equal to the NAV per Share before 
providing for unrealised capital gains tax  
at that time. This has ensured that new 
investors, the Company and existing 
Shareholders, know that all Shares issued 
by the Company are backed by the assets 
of the Companys at the time of issue.

The number of Shares on issue during the 
life of this Prospectus will change from 
month to month based on the number of 
Shares issued pursuant to each separate 
Offer or as a result of any redemptions 
pursuant to the Redemption Facility.

10.2	 The Offer

This Prospectus invites investors to apply  
for Shares in the Company at an issue price 
equal to the NAV before provision for 
unrealised capital gains tax per Share on  
the next NAV Announcement Date after  
their Application is received. Please refer to 
Section 4.1 for further details on the Offers. 

10.3	Manager

The Company has entered into a contract 
with Growth Equities Pty Ltd (Manager) to 
manage the Company’s investments. The 
key terms of the Management Agreement 
are set out in Section 13.1 of this 
Prospectus.

The Manager also manages a number of 
other portfolios for wholesale clients. The 
investment methodology employed by the 
Manager since the Company’s inception  
is detailed in Section 6. The Manager will 
continue to utilise the same investment 
methodology.

10.4 Investment Committee

The Company’s investments are managed 
by the Manager’s Investments Committee. 
The Committee regularly invites guests to 
its meetings who provide strategic portfolio 
management and investment selection 
advice. This Committee meets on a  
weekly basis and carries out a high level 
review of the Portfolio. Among other things, 
they ensure the investment review process 
follows documented procedures previously 
approved by the Committee, analyses  
the relative merits of adding or removing 
investments from the Portfolio and  
approve the investments to be included  
into the Portfolio as well as their respective  
Portfolio weighting and maximum average 
cost price.

The members of the Investments 
Committee are:

Mr Russell Lester (Please refer to the 
biography in Section 9.1).

Mr Richard Lester (Please refer to the 
biography in Section 9.2).

10.  
Information  

for Investors 
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10.5 Low Cost

Investors in the Company are not charged 
any fees to enter or exit the Company as a 
Shareholder. Nor are they directly charged 
any fees whilst they are Shareholders.

The Company pays a monthly management 
fee to the Manager for the management of 
its Investment Portfolio. If appropriate, the 
Company may also pay a performance fee 
to the Manager, the calculation of which is 
detailed below.

The management fee is equal to one twelfth 
of 1% of the gross value of the investment 
Portfolio per month. Refer to Section 13.1(b) 
of this Prospectus for further details.

The performance fee is equal to 20% of  
the performance of the Portfolio above  
the performance of the All Ordinaries 
Accumulation Index during a financial  
year, subject to a High Water Mark. Refer  
to Section 13.1(b) of this Prospectus for 
further details.

The High Water Mark is equal to $1.00 per 
Share or the highest NAV before provision 
for unrealised capital gains tax per Share as 
at end of any prior financial year, whichever 
is greater. 

That is, the performance fee is only  
charged if the Portfolio increases in value,  
its increase is greater than the All Ordinaries 
Accumulation Index’s increase and the NAV 
before provision for unrealised capital gains 
tax per Share is greater than at the end of 
any prior financial year. Although this fee is 
calculated and paid at the end of each 
financial year, the Company will make a 
provision for the fee in its monthly NAV 
calculation.

As at the date of this Prospectus, the High 
Water Mark is currently equal to $2.518. 
During the life of this Prospectus, this High 
Water Mark may increase as at 30 June 
2010 only. It cannot decrease at any time.

10.6 Up-Front and Trail Fees

No up-front or trail fees are paid by the 
Company.

The Manager may pay, or arrange to pay, 
up-front and/or ongoing trail fees to 
Australian Financial Services licensees. 
Investors may elect to pay their financial 
advisor an amount, expressed as a 
percentage of their investment, to be 
deducted from their application amount  
and paid directly to their advisor. It is the 
responsibility of the relevant licensee to 
disclose any such payment to their client.

10.7 Underwriting

The Offers are not underwritten. 

10.8 Minimum Subscription
There is no minimum subscription under  
the Offers.

10.9 Unlisted Status
The Company is an unlisted public 
company. Accordingly, the Shares will  
not be listed for quotation on any stock 
exchange. The Shares are, however, fully 
transferable but investors are strongly 
recommended to treat this investment as  
at least a three to five year investment and  
in general should not consider withdrawing 
their investment within a shorter period.
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10.10 Redemption Facility

Investors are strongly recommended to 
invest for at least a three to five year 
period and in general should not consider 
withdrawing their investment within a shorter 
period.

The Company has established a 
Redemption Facility to enable investors to 
withdraw their investment in accordance 
with the terms of the Facility. This Facility 
was approved by Shareholders at the 
Company’s 2006 Annual General Meeting.  
A full set of terms and conditions are 
available from our website  
(www.growthequities.com.au) or by 
contacting the Company on (08) 9423 5120. 
A summary of the terms of the Facility are  
as follows:

(a) 	All Shareholders are eligible to 
participate in the Facility.

(b) 	Participation in the Facility is optional.

(c) 	Participation is subject to the terms and 
conditions of the Facility.

(d) 	A Shareholder may request the 
Company to buy back some or all of 
their Shares.

(e) 	A minimum number of 1,000 Shares 
may be bought back from a Shareholder.

(f) 	S hareholders may participate by  
lodging an Election Form with the 
Company. This Election Form is 
contained within the Redemption  
Facility and is available from our website  
(www.growthequities.com.au) or  
by contacting the Company on  
(08) 9423 5120.

(g) 	The Buy Back Period means the 
calendar month following the Closing 
Date.

(h) 	The Closing Date means 5.00pm WST 
on the last Business Day of the calendar 
month.

(i) 	E lection Forms must be received at least 
one calendar month before the relevant 
Buy Back Date. The Buy Back Date is 
the first business day after the Buy  
Back Period.

(j) 	T he buy back price is equal to the NAV, 
before provision for unrealised capital 
gains tax per Share as at the last 
Business Day of the relevant Buy Back 
Period.

(k) 	Payment is made within one calendar 
month after the relevant Buy Back Date.

(l) 	T he maximum number of Shares that 
can be bought back by the Company 
each Buy Back Period is limited to the 
following percentage of the issued 
capital of the Company at the end of  
the relevant Buy Back Period (Buy  
Back Limit): 

(i) 	 3.3% for July, October, January and 
April;

(ii) 	 6.6% less that amount bought back 
in (i) above for August, November, 
February and May; and

(iii) 	10% less that amount bought back 
in (i) and (ii) above for September, 
December, March and June.

(m) Where the Company receives requests 
from Shareholders to buy back a greater 
number of Shares than the Buy Back 
Limit, the Buy Back Limit will be used to 
satisfy requests made in that Buy Back 
Period on a pro rata basis.

(n) 	No brokerage, commission, stamp duty, 
exit fees, or other transaction costs will 
be payable by Shareholders in respect  
of any buy back of Shares under this  
Facility.

(o) 	This Facility may be varied, modified, 
suspended or terminated by the 
Directors at anytime in writing.

(p) 	The Directors may settle any difficulties, 
anomalies or disputes that may arise. 
The determination of the Directors is 
conclusive and binding.

(q) 	The proceeds of the buy back may be in 
the form of capital and/or fully franked 
dividends to the value of the NAV, before 
provision for unrealised capital gains tax 
per Share as at the last Business Day of 
the relevant Buy Back Period.

10.  
Information  

for Investors 
(continued) 
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(r) 	S hareholders will receive a statement 
detailing their change in shareholding 
and the composition of the buy back 
proceeds.

(s) 	We recommend you seek professional 
tax advice when considering 
participation in the Redemption Facility.

10.11 Private Binding Ruling

During 2008, GEAL applied to the  
Australian Taxation Office (ATO) for a  
Private Binding Ruling (Ruling) with respect 
to the tax treatment of the proceeds paid to 
shareholders who redeem their investment. 
This was to ensure that the company was 
dealing with its tax accounts correctly  
and to prevent any unforeseen tax 
consequences in the future. The likely 
outcome was always known and detailed  
in our prior prospectuses, but advice from 
tax advisers is only ever their opinion and 
never categorical.

The Ruling confirmed that the use of the 
“Slice Rule” was correct. It confirmed that 
redemption proceeds will consist of both 
capital and fully franked dividend amounts 
totalling to the share value. The “Slice” 
between capital and dividend is determined 
by the relative sizes of the contributed 
capital account and the retained earnings 
account on the date of redemption.

As a result, redemption or withdrawal is 
likely to cause a capital and income event 
for the redeeming shareholder and needs  
to be included in their tax return following 
the redemption. The precise amounts of 
capital, dividend and franking credits will  
be provided to the redeeming Shareholder  
in a redemption statement at the time the 
redemption proceeds are paid.

Although the Ruling relates only to 
redemptions in 2008, the Directors’  
opinion is that this sets an excellent 
precedent for future redemptions by 
Shareholders.

10.12 Risk Factors

An investment in the Company is  
speculative and involves a number of risks. 
While the Manager intends to use prudent 
investment management techniques  
and expertise to minimise the risks to 
Shareholders, no assurances can be  
given by the Company as to the success  
or otherwise of its business. 

Investors should consider the risk factors 
identified in Section 14 of this Prospectus 
before applying for Shares.
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11.1	Proceeds of the Offers

The proceeds of the Offers pursuant to this Prospectus will be used for investment 
opportunities that meet the investment objectives and strategy set out in Section 6 above.

The Manager will invest the proceeds of the Offers on behalf of the Company in 
accordance with the prevailing economic environment and investment opportunities. 
Details of the investments included in the Portfolio as at 31 January 2010 are set out  
in the Investigating Accountant’s Report in Section 12 (refer to Note 2).  

11.2	Expenses of the Offers
The initial expenses of the Offers are estimated below:

ASIC Fees $2,010

Legal Fees $4,000

Accounting Fees $4,400

Other Costs $1,000

Total Expenditure $11,410

 
Some or all of these costs may be paid by the Manager. The Manager has the right to seek 
reimbursement of these costs from the Company.

11.3	Company Tax Status
The Company will be taxed as an Australian public company.

11.  
Financial  

Information 
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5 February 2010

The Directors 
Growth Equities Accumulation Limited 
Level 2  
47 Stirling Highway 
Nedlands WA 6009

Dear Sirs

INVESTIGATING ACCOUNTANT’S REPORT 

1.		 Introduction

This report has been prepared at the request of the Directors of Growth Equities 
Accumulation Limited (“Growth Equities” or “the Company”) for inclusion in the Prospectus 
to be lodged in February 2010. 

The Prospectus relates to an issue of shares with no minimum or maximum subscription,  
at an issue price equal to the net asset value (“NAV”) per share before providing for 
unrealised capital gains tax (“Capital Raising” or “the Offer”). The shares will be issued  
on the NAV Announcement Date during each month. 

Expressions defined in the Prospectus have the same meaning in this report. 

2. 	 Basis of Preparation 

This report has been prepared to provide investors with information on historical results 
(Statement of Comprehensive Income) and the Statement of Financial Position of the 
Company.

The historical financial information is presented in an abbreviated form, insofar as it does  
not include all of the disclosures required by Australian Accounting Standards applicable  
to annual financial reports in accordance with the Corporations Act 2001. 

The report does not address the rights attaching to the shares to be issued in accordance 
with the Offer, nor the risks associated with accepting the Offer.

Moore Stephens Perth Corporate Services Pty Ltd has not been requested to consider  
the prospects for the Company nor the merits and risks associated with becoming a 
shareholder and accordingly, has not done so, nor purports to do so. 

Consequently, Moore Stephens Perth Corporate Services Pty Ltd have not made and will  
not make any recommendation, through the issue of this report, to potential investors of  
the Company, as to the merits of the investment, and takes no responsibility for any matter 
or omission in the Prospectus, other than responsibility for this report.

12.  
Investigating 
Accountant’s 

Report 
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3.	 Background 

The Company was incorporated on 1 August 2003 and is an Australian Unlisted Public 
Company. 

The principal activity of the Company is to invest funds into various listed companies and 
securities within Australia for the purpose of generating investment returns for shareholders. 

The objectives and policies of the Company are designed to generate the majority of 
investment returns by way of an increase in the value of the shares with some fully franked 
dividends. Consequently, the Company reinvests most after tax profit back into the 
Company’s investment portfolio. 

The Offer will comprise invitations by the Company to investors to subscribe for New Shares 
in the Company. The Company will continue to operate as an unlisted public company. 

4. 	 Scope of Report

You have requested Moore Stephens Perth Corporate Services Pty Ltd to prepare an 
Investigating Accountant’s Report on:

a)	T he operating results (Statement of Comprehensive Income) of Growth Equities for the 
period 1 July 2009 to 31 January 2010 and the year ended 30 June 2009 and;

b)	T he Statement of Financial Position of Growth Equities as at 31 January 2010.

5.		 Scope of Review

The historical financial information has been extracted from the audited annual financial 
report for the year ended 30 June 2009 (which was audited by Moore Stephens) and the 
unaudited management accounts for the 7 months ended 31 January 2010. The Directors 
of Growth Equities are responsible for the preparation and presentation of the historical 
financial information. 

We have conducted our review of the historical financial information in accordance with 
Australian Auditing Standard ASRE 2410 “Review of Interim and other financial reports 
performed by the independent auditor of the entity”. We made such inquiries and  
performed such procedures as we, in our professional judgement, considered  
reasonable in the circumstances including: 

a)	 a review of contractual arrangements;

b)	 a review of the financial reports for the period 1 July 2009 to 31 January 2010 and the 
year ended 30 June 2009, including a review of supporting workpapers, accounting 
records and other documents. 

c)	 a comparison of consistency in application of the recognition and measurement 
principles in Accounting Standards and other mandatory professional reporting 
requirements in Australia, with the accounting policies adopted by the Company;

d)	 enquiry of directors, management and others; and 

e)	 a review for post balance date events.

These procedures do not provide all the evidence that would be required in an audit, thus 
the level of assurance provided is less than that given in an audit.  We have not performed 
an audit and, accordingly, we do not express an audit opinion. 

The Statement of Comprehensive Income for the period 1 July 2009 to 31 January 2010 
and the year ended 30 June 2009 are included in Appendix 1.

The Statement of Financial Position of the Company as at 31 January 2010 is included at 
Appendix 2. 
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6.	 Opinion

Based on our review, which is not an audit, nothing has come to our attention which causes 
us to believe that: 

The Statement of Comprehensive Income, set out in Appendix 1, do not present  •	
fairly the operating results of the Company for the period 1 July 2009 to 31 January 
2010 and the year ended 30 June 2009, in accordance with the accounting 
methodologies required by Australian Accounting Standards.

The Statement of Financial Position of the Company, as set out in Appendix 2, does  •	
not present fairly the assets and liabilities of the Company as at 31 January 2010 in 
accordance with the accounting methodologies required by Australian Accounting 
Standards. 

7.	 Subsequent Events

To the best of our knowledge and belief, there have been no material items, transactions  
or events subsequent to 5 February 2010 not otherwise disclosed in this report, that have 
come to our attention during the course of our review which would cause the information 
included in this report to be misleading.  

8.		 Other Matters

Moore Stephens Perth Corporate Services Pty Ltd does not have any pecuniary interest  
that could reasonably be regarded as being capable of affecting our ability to give an 
unbiased opinion on this matter. 

Moore Stephens Perth Corporate Services Pty Ltd will receive a professional fee for the 
preparation of this Investigating Accountant’s Report.

Moore Stephens Perth Corporate Services Pty Ltd is wholly owned by the partners of  
Moore Stephens Chartered Accountants and holds the appropriate Australian Financial 
Services Licence (No. 240773). 

Moore Stephens Perth Corporate Services Pty Ltd was not involved in the preparation of 
any other part of the Prospectus and accordingly, makes no representations or warranties  
as to the completeness and accuracy of any information contained in any other part of the 
Prospectus. 

Yours faithfully

Neil Pace 
Director 
Moore Stephens Perth  
Corporate Services Pty Ltd 

Encl 

12.  
Investigating 
Accountant’s 

Report
(continued) 
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Notes

1 July 2009 
to  

31 January 
2010 

$

30 June 
2009

$

Revenue from  Continuing Operations 1 228,571 562,135

Realised/unrealised gains (losses) on financial assets held for trading 2,714,886 (3,010,381)

Performance fees 2 – –

–

Other expenses 2 (83,357) (153,116)

Profit/(loss) before income tax 2,860,100 (2,601,362)

Income tax (expense)/benefit 3 (557,563) 209,808

Profit/(loss) for the period 2,302,537 (2,391,554)

Other comprehensive income – –

Total comprehensive income attributable to

members of Growth Equities Accumulation Limited 2,302,537 (2,391,554)

To be read in conjunction with attached notes and Appendix 3.

Statement of Comprehensive Income 
Set out below are the operating results of the Company for the 7 months  
ended 31 January 2010 and the year ended 30 June 2009 

Appendix 1
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Notes to the Statement of Comprehensive Income 
For the 7 months ended 31 January 2010 
and the year ended 30 June 2009 1 July 2009 

to  
31 January 

2010 
$

30 June 
2009

$

1. REVENUE

From continuing operations 

Dividends received 216,821 541,103

Interest received 11,750 21,032

Sundry revenue – –

228,571 562,135

2. EXPENSES

Profit/(loss) before income tax includes the following specific expenses: 

Performance fees – –

Bad debts – 11,681

Brokerage fees 12,905 38,796

Management fees 70,452 101,016

83,357 153,116

3. INCOME TAX EXPENSE

(a) Income tax expense

Deferred tax 557,563 (209,808)

Under/(Over) provided in prior years – –

Income tax expense/(benefit) reported in income statement    557,563  (209,808)

Deferred income tax (revenue/expense) included in income tax expense 
comprises:

Decrease/(Increase) in deferred tax assets 276,076 (206,333)

(Decrease)/Increase in deferred tax liabilities 281,487 (3,475)

557,563 (209,808)

(b) Numerical reconciliation of income tax expense to prima facie tax 
payable

Profit/(Loss) before income tax 2,860,100 (2,601,362)

Tax at the Australian tax rate of 30% 858,030 (780,409)

Tax effect of amounts which are not deductive/(taxable) 
in calculating taxable income:

Imputation gross upon dividend received 21,956 61,429

Realised (gains) loss on financial assets held-for-training (256,819) 696,781

Tax offset for franked dividends (65,604) (187,609)

557,563 (209,808)

 Overprovision in prior years – –

 Income tax expense/(benefit) 557,563 (209,808)
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Appendix 2

Statement of Financial Position  
as at 31 January 2010

Notes

31January 
2010 

$

ASSETS

Current Assets

Cash and cash equivalents 1,044,729

Trade and other receivables 24,500

Total current assets 1,069,229

Non-current assets

Other financial assets 2 8,602,425

Deferred tax assets 3 –

Total non-current assets 8,602,425

Total Assets 9,671,654

LIABILITIES

Current Liabilities

Trade and other payables 8,843

Current tax liabilities –

Total current liabilities 8,843

Non-Current liabilities

Deferred tax liabilities 4 281,573

Total non-current liabilities 281,573

Total Liabilities 290,416

Net Assets 9,381,238

EQUITY ATTRIBUTABLE TO EQUITY HOLDERS

Issued capital 5 8,622,327

Retained earnings 6 758,911

Total equity 9,381,238

Net tangible assets per share before providing for tax on unrealised capital gains 1. 5575

Net tangible assets per share after providing for tax on unrealised capital gains 1.5121

To be read in conjunction with Appendix 3.
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Statement of Comprehensive Income and  
Statement of Financial Position

1.	 STATEMENT OF ACCOUNTING POLICIES

The Statement of Comprehensive Income and Statement of Financial Position have been prepared in accordance with 
applicable Accounting Standards, including the Australian Equivalents of International Finance Reporting Standards 
(“AIFRS”), the Corporations Act 2001 and other authoritative pronouncements of the Australian Accounting Standards 
Board. 

The financial information has been prepared on an accruals basis and is based on historical costs and does not take 
into accounting changing money values or, except where stated, current valuations of assets.  Cost is based on the  
fair values of the consideration given in exchange for assets. 

The following is a summary of the material accounting policies adopted by the Company in the preparation of the 
financial information. 

(a)	 Investments

All investments are initially recognised at cost, being the fair value of the consideration given and including 
acquisition charges associated with the investment.  After initial recognition, investments which are classified  
as held for trading are measured at fair value through the profit and loss account. Gains or losses on investments 
held for trading are recognised in the income statement. 

	For investments that are actively traded in organised financial markets, fair value is determined by reference to 
Stock Exchange quoted market closing prices at the close of business on the balance sheet date. 

Purchases and sales of financial assets that require delivery of assets within the time frame generally established  
by regulation or convention in the market place are recognised on the trade date, ie, the date that the company 
commits to purchase the asset.

(b)	Trade and other receivables

	Trade and other receivables, which generally have 30 day terms, are recognised and carried at original invoice 
amount less an allowance for any uncollectable amounts. 

An estimate for doubtful debts is made when collection of the full amount is no longer probable.  Bad debts are 
written off when identified.   

(c)	 Trade and other payables

	These amounts represented liabilities for goods and services provided to the company prior to the end of the 		
	financial year and which are unpaid.  The amounts are unsecured and are usually paid within 30 days of 
recognition.  

	(d)	Income tax 

Deferred income tax is provided on all temporary differences at the balance sheet date between the tax bases of 
assets and liabilities and their carrying amounts for the financial reporting purposes.  

Deferred income tax liabilities are recognised for all taxable temporary differences:

except where the deferred income tax liability arises from the initial recognition of an asset or liability in a •	
transaction that is not a business combination and, at the time of the transaction, affects neither the accounting 
profit nor taxable profit or loss; and 

in respect of taxable temporary differences associated with investments in subsidiaries, associates and interests •	
in joint ventures, except where the timing of the reversal of the temporary differences can be controlled and it is 
probable that the temporary differences will not reverse in the foreseeable future. 

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax 
assets and unused tax losses, to the extent that it is probable that taxable profit will be available against which  
the deductible temporary differences, and the carry-forward of unused tax assets and unused tax losses can  
be utilised:
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	(d)	Income tax (cont)

Except where the deferred income tax asset relating to the deductible temporary differences arises from the initial •	
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the 
transaction, affects neither the accounting profit nor taxable profit or loss; and 

In respect of deductible temporary differences associated with investments in subsidiaries, associates and •	
interests in joint ventures, deferred tax assets are only recognised to the extent that it is possible that the 
temporary differences will reverse in the foreseeable future and taxable profit will be available against which the 
temporary differences can be utilised.  

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the 
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred 
income tax asset to be utilised.  Deferred income tax assets and liabilities are measured at the tax rates that are 
expected to apply to the year when the asset is realised or the liability is settled.  Income taxes relating to items 
recognised directly in equity are recognised in equity and not in the income statement.   

(e)	Cash and cash equivalents 

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short-term deposits.  

	 (f)	 Impairment of assets

At each reporting date, the company assesses whether there is any indication that an asset may be impaired. 
Where an indicator of impairment exists, the company makes a formal estimate of recoverable amount. Where the 
carrying amount of an asset exceeds its recoverable amount ,the asset is considered impaired and is written down 
to its recoverable amount. 

Recoverable amount is greater of fair value less costs to sell and value in use.  It is determined for an individual 
asset, unless the asset’s value in use cannot be estimated to be close to its fair value less costs to sell and it does 
not generate cash inflows that are largely independent of those from other assets or groups of assets, in which 
case, the recoverable amount is determined for the cash-generating unit to which the asset belongs. 

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre tax 
discount rate that reflects current market assessments of the time value of money and the risks specific to the 
asset. 

	 (g)	 Revenue recognition

	Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the 
revenue can be reliably measured.  The following specific recognition criteria must also be met before revenue is 
recognised:

	Interest 
Revenue is recognised as the right to the interest payment is established.

	Dividends 
Dividends are recognised when the shareholders’ right to receive the payment is established. 
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2.	 NON CURRENT ASSETS – OTHER FINANCIAL ASSETS 	 31 January 2010 
					    $

	 Listed shares at fair value	 8,602,425

	 Investment in entities not being subsidiaries or associates:

Name Principal Activity
Fair Value 

$

ANZ Bank Bank 531,385

Commonwealth Bank Bank 487,055

Leighton Holdings Limited Constructions 1,134,540

Macquarie Group Limited Diversified Financials 1,031,440

National Australia Bank Bank 229,472

Nomad Building Solutions Limited Capital Goods 138,780

Port Bouvard Limited Real Estate 152,262

Peet and Company Limited Real Estate 356,302

QBE Insurance Limited Insurance 1,008,480

Sunland Group Limited Real Estate 148,189

Tassal Group Limited Agriculture 202,457

Telstra Corporation Limited Telecommunication Services 360,150

Toll Holdings Limited Transport and Warehousing 258,000

Wesfarmers Limited Food and Staples Retailing 852,810

Wellcom Group Limited Commercial Services and Supplies 574,463

Westpac Bank Bank 381,760

WorleyParsons Limited Energy 754,880

8,602,425

Listed shares consist of investments in ordinary shares and therefore, have no fixed maturity date or coupon rate. There 
would have been no material liability for capital gains tax if these assets had been sold at reporting date. The fair value 
method used was based on published price quotation in an active market. 

Appendix 3

Notes to the Statement of Comprehensive Income and  
Statement of Financial Position



37
growth equities Accumulation limited prospectus

31 January 
2010 

$

3. NON CURRENT ASSETS – DEFERRED TAX ASSETS

(i) Gross movements

The overall movement in deferred tax accounts is as follows:

Opening Balance 276,076

Debit to Statement of Comprehensive Income (276,076)

–

(ii) Deferred tax asset

The movement in deferred tax asset for each temporary difference during the year is 
as follows:

At 1 July 276,076

Fair value adjustments (276,076)

At 31 January –

4. NON CURRENT LIABILITIES – DEFERRED TAX LIABILITIES

(i) Gross movements

The overall movement in deferred tax accounts is as follows:

Opening Balance 86

Charge to Statement of Comprehensive Income 281,487

281,573

(ii) Deferred tax liability

The movement in deferred tax liability for each temporary difference during the  
year is as follows:

At 1 July 86

Fair value adjustments 281,487

Accrued interest

At 31 January 281,573
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31 January 
2010 

$

5. ISSUED CAPITAL 

Ordinary shares – fully paid 8,622,327

Ordinary Shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on 
winding up of the company in proportion to the number of and amounts paid on 
shares held.

At 31 January 2010, there were 6,204,155 fully paid shares on issue. 

a) Movement in ordinary shares 

Date Details Number of Shares Issue Price $

1 July 2009 Opening balance 7,623,748 10,597,172

1 July 2009 Issue of shares 8,368 1.195 10,000

1 August 2009 Issue of shares 11,485 1.306 15,000

1 September 2009 Shares bought back (19,519) 1.389 (27,131)

1 October 2009 Issue of shares 13,680 1.462 20,000

1 November 2009 Shares bought back (744,257) 1.390 (1,034,517)

1 January 2010 Shares bought back (689,350) 1.390 (958,197)

31 January 2010 Closing balance 6,204,155 8,622,327

	  
	 b)	 Dividend reinvestment plan

				T    he company has established a dividend reinvestment plan under which holders of ordinary shares may elect to have  
			   all or part of their dividend entitlements satisfied by the issue of new ordinary shares rather than by being paid in cash.

		  c)	 Share buy-back

				    During the 7 months ended 31 January 2010, the company had bought back 1,453,126 shares (the year ended 		
		  30 June 2009: 285,388) at an average price of $1.390 (2009: $1.390).

31 January 
2010 

$

6. RETAINED EARNINGS 

Movements in retained profits were as follows:

Retained profits at the beginning of the financial year (1,209,985)

Profit (Loss) for the year 2,302,537

Shares bought back (333,641)

Dividends paid    –

Retained profits at the end of the financial year 758,911
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7.	 RELATED PARTY TRANSACTIONS

(a)	 Parent Entity

	T he parent entity, Balwyn Holdings Pty Ltd, owns 58.60% of the issued capital of the company. 

(b)	 Directors

		 The names of the persons who were directors of the company during the 7 months ended 31 January 2010  
		 and to the date of this report are as follows:

	 Name
	R B Lester
	R D Lester (AM)
	 DP Hicks

	 No director was paid any remuneration by the company in respect of his position as a director of the company.

 
2010

(c) The following related parties hold shares in the company

RD Lester 112,463 shares

LP Lester 32,676 shares

Balwyn Holdings Pty Ltd 3,635,528 shares

Saphir Pty Ltd (The Saphir Trust) 118,403 shares

(d) Transactions with a related party

The following transactions occurred with a related party:

Growth Equities Pty Ltd

Performance fees –

Management fees    70,452

   70,452

(e) Outstanding balances arising from management fees and performance fees

Amounts owed to a related party:

Growth Equities Pty Ltd 

Performance fees –

Management fees 8,843  

8,843  
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31 January 
2010  

$

8. DIVIDENDS PAID

Declared and paid during the year: nil

Franking credit balance

The amount of franking credits available for the subsequent financial year are: 1,076,339

	

	T he above amounts represent the balance of the franking account as at the end of the financial year, adjusted for: 

	 (a) 	franking credits that will arise from the payment of the amount of the provision for income tax

	 (b)	 franking debits that will arise from the payment of dividends recognised as a liability at the reporting date; and 

	 (c)	 franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date

 

  9.	FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 

	T he Company’s financial instruments consist mainly of deposits with banks, a portfolio of ASX listed equities, 		
	 receivable and payables.

	T he Company does not have any derivative instruments at 31 January 2010 and does not speculate in any type  
	 of financial instrument.

(a)	Financial risks

	T he activities of the company expose it primarily to the financial risks associated with its financial instruments. 		
	T hese are market price risk, interest rate risk, credit risk and liquidity risk. The Board of Directors are responsible  
	 for monitoring and managing the financial risks of the company. They monitor these risks through weekly 		
	 management meetings. Monthly management accounts are prepared, analysed and presented to the board 		
	 quarterly.

	 (i) 	Market price risk

Market price risk arises from other financial assets held by the company in the form of a managed portfolio of 	
investments in listed equities. The portfolio of investments is managed by Growth Equities Pty Ltd (portfolio 		
manager).

Only investments in the managed portfolio of investments of $8,602,425 as at 31 January 2010 are subject to 	
movements in prices of the investment markets.

By its nature as an Unlisted Investment Company that invests in tradeable securities, the company can never be 	
free of market price risk as it invests its capital in securities which are not risk free – the market price of these 		
securities can fluctuate. The nature of the company’s business is long term investment in equity securities listed 	
on the ASX. This activity exposes the company to movements in the value of equity securities in which it holds 
an investment.

Appendix 3

Notes to the Statement of Comprehensive Income and
Statement of Financial Position



41
growth equities Accumulation limited prospectus

	The company seeks to minimise market price risk at the investment portfolio level by ensuring that it is not, in the 	
	opinion of the Investment Committee, overly exposed to one company or one particular sector of the market. The 	
	relative weightings of the individual securities are reviewed by the Investment Committee, normally weekly and risk  
	can be managed by reducing exposure where necessary. The company manages risk in various ways including; 	
	allowing a maximum of 10% of the value of the portfolio to be purchased into any one investment; and allowing a 	
	maximum of 20% of the value of the portfolio to be held in any one investment at market prices.

The company’s investment by sector is as below: 31 
January 

2010

%

Agriculture 2.4

Bank 18.9

Capital Goods 1.6

Commercial Services & Supplies 6.7

Constructions 13.2

Diversified Financials 12.0

Energy 8.8

Food & Staples Retailing 9.9

Insurance 11.7

Real Estate 7.6

Telecommunication Services 4.2

Transports & Warehousing 3.0

	S ecurities representing over 5% of investment at 31 January 2010 were:

% of 
Portfolio

ANZ Bank 6.2

Commonwealth Bank 5.7

Leighton Holdings Limited 13.2

Macquarie Group Limited 12.0

QBE Insurance Limited 11.7

Wesfarmers Limited 9.9

Wellcom Group Limited 6.7

WorleyParsons Limited 8.8
	

	 No other security represents over 5% of the company’s investment portfolios.

	T o demonstrate the company’s sensitivity in changes to market prices a movement in the value of the managed 		
	 portfolio of investments of plus or minus 10% at the reporting date would have increased/decreased net profit/(loss) 	
	 before tax by $860,243.
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	 (ii) Interest rate risk

	T he company’s exposure to interest rate risk, which is the risk that a financial instrument’s value will fluctuate as  
a result of changes in market interest rates, is limited only to its cash holdings with a number of banks.

	 During the 7 months to 31 January 2010 the average floating interest rates on cash at bank and cash on deposit 
were 5.09% (for the year ended 30 June 2009: 5.09%).

	T o demonstrate the company’s sensitivity to changes in interest rates, a movement in rates of plus or minus 1%  
at the reporting date would have increased/decreased net profit by $1,129.

	 (iii)	Foreign currency risk	

The company is not directly exposed to foreign currency risk as all its investments are quoted in Australian dollars.	

(b)	Credit risk

Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial instrument fails to 
meet it contractual obligations. The company has exposure to credit risk through its trade receivables and other 
receivables. The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance 
date to recognised financial assets, is the carrying amount, net of any provisions for impairment of those assets, as 
disclosed in the balance sheet and notes to the financial statements.

The company does not have any material credit risk exposure to any single receivable or group of receivables under 
financial instruments entered into by the company.

The directors manage credit risk by regular monitoring of receivables and establish allowances for impairment when  
it is expected that any receivables are uncollectable.

(c)	Liquidity risk	

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due. The  
company has surplus cash reserves which enable sufficient cash to be available to settle obligations as they fall due.

The company monitors its cash-flow requirements daily. Furthermore, the Investment Committee monitors the level  
of contingent payments on a weekly basis by reference to known sales and purchases of securities, dividends and 
distributions to be paid or received. The company ensures that it has cash sufficient to meet these contingent 
payments.

The company’s risk management strategies include maintaining a policy of not gearing its operations through interest 
bearing debt. This removes the risk of being forced to liquidate its investment portfolio to repay debt or meet servicing 
obligations as these pressures are always greatest at the worst times to be selling investments.

All financial liabilities are expected to be paid out at their carrying amounts, within a period of less than 12 months.

10.	 FINANCIAL INSTRUMENTS

	 Fair value estimation

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for 
disclosure purposes.

The fair value of financial instruments traded in active markets (such as investments held for trading) is based on the  
Stock Exchange quoted market closing prices at the close of business on the balance sheet date.

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their  
fair values due to their short-term nature. The fair value of financial liabilities for disclosure purposes is estimated by 
discounting the future contractual cash flows at the current market interest rate that is available to the company for  
similar financial instruments.
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11.	 SEGMENT INFORMATION 

	T he company operates in one primary business segment being investment company and in one secondary geographical 	
	 segment being Australia. 

 
 
12.	 EVENTS OCCURING AFTER BALANCE SHEET DATE

	 No events have occurred between the reporting date and the date of authorisation. 
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13.  
Material 

Contracts 

The contracts described below and 
elsewhere in this Prospectus are the 
contracts which an investor would 
reasonably regard as material in relation to 
the Company and which investors and their 
professional advisers would reasonably 
expect to find described in this Prospectus 
for the purpose of making an informed 
assessment of the Offers of Shares 
contained in this Prospectus. 

This Prospectus only contains a summary 
of the material contracts and their 
substantive terms. The material contracts 
are available for inspection in the office of 
the Manager by calling (08) 9423 5120, but 
only after signing a non-disclosure and 
confidentiality agreement.

13.1 Management Agreement

The Company has entered into a 
Management Agreement with the Manager 
dated 1 December 2004 (Management 
Agreement). The Manager is appointed  
by the Company to manage its Portfolio  
of investments at its discretion and do all 
things considered necessary or desirable  
in relation to the management of the 
Portfolio. The material terms and conditions 
of the Management Agreement are 
summarised below:

(a) Permitted Investments

The Manager is authorised to invest in  
the following kinds of investments:

(i) 	 Listed securities;

(ii) 	 Listed securities for the purpose  
of short selling;

(iii) 	 warrants or options to deal in any 
permitted investment;

(iv) 	 bills of exchange or other 
negotiable instruments of at least 
an investment grade;

(v) 	 deposits with any bank or 
corporation;

(vi) 	 certificates of indebtedness of  
at least an investment grade; 

(vii) 	 units or other interests in cash 
management trusts; and

(viii)	 any other investment, or 
investment of a particular kind, 
approved by the Board in writing.

(b) Management Fee

The Company shall pay a management 
fee to the Manager equal to one twelfth 
of 1% of the value of the Portfolio per 
month.

(c) Performance Fee

The Company shall pay a performance 
fee to the Manager in respect of each 
financial year of the term of the 
Management Agreement or part thereof 
(Performance Calculation Period) equal 
to 20% of the amount by which the 
increase in the value of their Portfolio 
over the Performance Calculation  
Period exceeds the increase in the  
All Ordinaries Accumulation Index  
over a corresponding period.

The performance fee in respect of  
any Performance Calculation Period 
shall only be payable if the value of  
the relevant Portfolio as at the last 
business day of the Performance 
Calculation Period expressed as an 
amount per Share in the Company 
exceeds the High Water Mark,  
being the greater of:

(i) 	 $1.00 per Share; and

(ii) 	T he highest amount of the value  
of the Portfolio expressed as an 
amount per Share as at the end  
of any preceding Performance 
Calculation Period.

(d) Expenses

The Company is liable for and must  
pay out of its Portfolio or reimburse  
the Manager for the fees, costs and 
expenses incurred by the Manager in 
connection with the management of  
the Portfolio.

(e) Term and Termination

Subject to the provisions of the 
Management Agreement relating to 
termination, the agreement continues in 
perpetuity.

The Manager may terminate the 
agreement at any time by giving the 
Company at least 3 months prior written 
notice.
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The Company may terminate the 
agreement at any time by the 
shareholders resolving by ordinary 
resolution to terminate the agreement 
and providing three months prior  
written notice. If the agreement is 
 so terminated by the Company, the 
Company must pay to the Manager an 
additional fee equal to the aggregate  
of all fees paid or payable by the 
Company to the Manager in respect  
of the 12-month period ending on the 
date of termination of the agreement.

(f) 	Assignment

The Manager may assign its right,  
title and interest in the Management 
Agreement to a third party subject to 
obtaining the prior written consent of 
the Company, which consent shall not 
be unreasonably withheld.

(g) Indemnities

The Manager provides an indemnity  
in favour of the Company against any 
losses, liabilities, costs, charges and 
expenses incurred by the Company  
in connection with or arising out of  
the agreement except insofar as any 
loss, liability, cost, charge or expense  
is caused by its own negligence,  
default, fraud or dishonesty.

Similarly, the Company provides an 
indemnity in favour of the Manager, its 
officers, employees and agents against 
any losses, liabilities, costs, charges or 
expenses incurred in connection with  
or arising out of the relevant agreement 
or on account of any bona fide 
investment decision made by the 
Manager or its employees, officers  
or agents except insofar as any loss, 
liability, cost, charge or expense is 
caused by the negligence, default,  
fraud or dishonesty of the Manager,  
its officers, employees or agents.

(h) Limitation of Liability

The Manager does not guarantee nor 
make any representation concerning  
the performance of the Portfolio of the 
Company.

13.2 Dividend Reinvestment Plan

The Company has adopted a Dividend 
Reinvestment Plan (DRP). The DRP is 
designed to provide Shareholders with an 
opportunity to apply any cash dividends 
distributed by the Company towards the 
subscription for new Shares. A summary  
of the DRP is set out below.

General

Participation in the DRP is optional. To 
participate in the DRP, a Shareholder must 
elect to be a participant in the DRP on an 
election form.

Operation of the Plan

Each dividend payable from Shares 
participating in the DRP will, upon payment, 
be applied by the Company in subscribing 
Shares using the formula set out in the 
DRP.

Shares allotted under the DRP will rank 
equally in all respects with the existing 
Shares of the Company.

It is intended that Shares allotted under  
the DRP will be offered at NAV , before 
provision for unrealised capital gains tax  
per Share, as calculated and announced  
to Shareholders on the following NAV 
Announcement Date after the DRP  
Closing Date.

No brokerage, commissions, stamp duty  
or other transaction costs will be payable  
by participants in respect to any allotment 
of any Shares under the DRP.

Prospectus

Section 708(13) of the Corporations Act 
exempts the Company from preparing a 
prospectus for the issue of any Shares 
under the DRP.
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An investment in the Company involves a 
number of risks. Whilst some risks can be 
mitigated through prudent management 
techniques and safeguards, many are 
outside the control of the Company.  
In addition, an investment in Shares carries 
its own risks regardless of the business and 
operating environment of the Company.

The main factors which may materially  
affect the performance and financial position 
of the Company and its prospects include, 
but are not limited to, the following: 

14.1 Investment Risk

The success and profitability of the 
Company will, in part, depend upon the 
ability of its Board and the Manager to 
invest in assets which have the ability to 
increase in value over time. The price or 
value of investments that the Company 
purchases may fall as well as rise. 

14.2 Market Risk

The future earnings of the Company and the 
value of its investments may be affected by 
the general economic climate, commodity 
prices, currency movements, changing 
government policy and other factors beyond 
the control of the Company. As a result,  
no guarantee can be given in respect of  
the future earnings of the Company or  
the earnings and capital appreciation of its 
investments. Further, any variation in short 
and long term interest rates, commodity 
prices and exchange rates could materially 
affect the operating results of the Company.

14.3 Industry Risk

Variations in taxation legislation and 
government policy generally could materially 
affect the operating results and investment 
attractiveness of the Company. These 
factors are generally outside the control  
of the Company. 

14.4 Short Selling

While ‘short sales’ can substantially improve 
the return on invested capital, they may also 
increase any adverse impact to the 
Company.

14.5 Hedging Risk

The selling or purchasing of an unhedged 
option or warrant carries with it the risk of 
causing significant losses to the Company 
and such losses may arise over a relatively 
short period of time.

14.6 Operational Costs

The operational costs of the Company  
as a proportion of their total assets will be 
affected by the number of securities allotted 
and issued pursuant to this Prospectus.  
In turn, this may affect the operating results 
of the Company and its ability to make 
dividend payments.

14.7 Performance Fee Risk

The Performance Fee may create an 
incentive for the Manager to make 
investments on behalf of the Company that 
are riskier or more speculative than would 
be the case in the absence of a fee based 
on the performance of the Company.

14.8 Diversification Risk

The Company may not be able to diversify 
its investments. Effective risk management 
depends on a range of factors including 
diversification of investments and other 
factors.

14.9 Licensing Requirement

The ability of the Manager to continue to 
manage the Portfolio of the Company is 
dependent on the Manager maintaining its 
Australian Financial Services (AFS) Licence 
and satisfying the conditions of its AFS 
Licence and its obligations under the 
Corporations Act on an ongoing basis. 

14.10 Long Term Investment

An investment in the Company should be 
considered as a long term proposition and, 
as with any equity investment, substantial 
fluctuations in the value of any investment  
in the Company may occur.

14.  
Risk Factors
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14.11 Liquidity

The Company will be an unlisted entity, 
therefore, the ability to sell Shares will be 
restricted (refer to Section 10.9 of this 
Prospectus for further details). Furthermore, 
should a transfer of securities occur, it may 
do so at a price different to the stated NAV.

14.12 Reliance on Key Personnel

The Company has instructed the Manager 
to put in place systems and processes to 
mitigate the risk of losing key people, 
however, the loss of key personnel could 
have a negative impact on the Company.

14.13 Financial Market Volatility

A fall in global or Australian equity markets, 
global or Australian bond markets or a rapid 
change in the value of the Australian dollar 
against other major currencies may 
discourage investors from moving money 
into or out of equity markets. This may have 
a negative effect on the Shares. 

14.14 Past Performance

The past performance of funds managed by 
the Manager, and persons associated with 
the Manager, are not necessarily a guide to 
future performance of the Company.

14.15 Performance of Other Asset 	
	 Classes

Good performance, or anticipated 
performance, of other asset classes can 
encourage individuals to divert money away 
from equity markets. This may have a 
negative impact on the price of the Portfolio.

14.16 GEAL Tax Ruling

The Private Binding Ruling issued by  
the ATO only relates to and is binding  
in respect of redemption during 2008. 
Accordingly, there is a risk that the ATO  
may determine that the Ruling does not 
apply to redemptions after this period  
which could result in adverse tax 
consequences for shareholders in  
the future.

This list of risks is not exhaustive and 
potential investors should read this 
Prospectus in full and seek professional 
advice.
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15.1 Share Statements

The Company will issue Share statements 
to the holders of Shares issued under this 
Prospectus. These will set out the registered 
name and address of the holder and the 
number of Shares allotted to that holder. 

15.2 Reports to Shareholders

The Company will report the NAV before 
provision for unrealised capital gains tax  
per Share as at the end of each month  
to Shareholders on the next NAV 
Announcement Date. These reports may  
be communicated on the Manager’s 
website at www.growthequities.com.au  
or via e-mail from the Manager.

15.3 Rights Attaching to Shares

The following are the more important rights, 
privileges and restrictions attaching to the 
Shares offered by the Company pursuant  
to this Prospectus:

(a) 	subject to any special rights or 
restrictions for the time being attached 
to any class or classes of Shares (at 
present there are none), at a general 
meeting, every Shareholder present in 
person or by proxy, representative or 
attorney will have a vote on a show of 
hands and, on a poll, one vote for each 
Share held;

(b) 	each Shareholder will be entitled to 
receive notice of, and to attend and  
vote at, general meetings and to  
receive all notices, accounts and other 
documents required to be furnished to 
Shareholders under the Constitution or 
the Corporations Act;

(c) 	subject to any special rights of the 
holders of any Shares as to a dividend 
(at present there are none), any dividend 
declared shall be payable on all Shares 
in proportion to the amount paid up or 
credited as paid up in respect of such 
Shares;

(d) 	subject to the rights of holders of  
Shares with special rights in a winding-
up (at present there are none), on a 
winding-up of the Company, all monies 
and property that are to be legally 
distributed among holders of Shares  
will be distributed so that, to the 
greatest extent possible, the amount 
distributed is in proportion to the Shares 
held by Shareholders respectively, 
irrespective of the amounts paid up  
or credited as paid up in respect of  
the Shares; and

(e) 	subject to the Constitution of the 
Company and the Corporations Act, 
Shares are freely transferable.

15.  
Additional 

Information
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16.1 Directors’ Interests

Directors are not required under the 
Constitution of the Company to hold any 
Shares. As at the date of this Prospectus, 
the Directors have the following relevant 
interests, including beneficial interests,  
in the securities of the Company:

Director Shares

Russell Lester 3,753,931

Richard Lester 3,780,667

Damian Hicks Nil

16.2 Change in Director’s Interest

Subject to the Takeover Provisions of the 
Corporations Act, the Directors’ interest  
in the Company mentioned above are  
likely to change during the life of this 
Prospectus. Two Directors hold part of  
their interest through a company called 
Balwyn Holdings Pty Ltd (Balwyn) who  
s an important shareholder of both GEAL 
and GEIL, having been one of the founding 
shareholders of both companies.

In August 2009, Balwyn requested all  
but $1,000,000 of its investment in GEAL  
to be moved to GEIL. Its reasoning is that  
it now prefers to receive some income  
from its investment and GEIL pays a larger 
proportion of its profits as dividends  
than GEAL. Importantly, as Balwyn is a 
company, there is no difference in its tax 
treatment of returns from either GEAL  
or GEIL.

Balwyn’s switch from GEAL to GEIL has, 
and will continue to comply with the terms 
and conditions of the Redemption Facility. 
As a result, approximately $1.1 million was 
shifted on 1 October 2009 and 1 January 
2010 and similar movements will occur 
quarterly during the life of this Prospectus 
until approximately $1 million of Balwyn’s 
investment remains in GEAL.

16.3 Remuneration of Directors

The aggregate remuneration payable by  
the Company to Non-Executive Directors 
has been set at an amount not to exceed 
$50,000 per annum. The Constitution of  
the Company provides that the aggregate 
fixed sum shall not be increased without  
the prior approval of Shareholders in 
general meeting.

The Directors are entitled to be paid 
reasonable travelling, accommodation and 
other expenses incurred in consequence  
of their attendance at meetings of directors 
and otherwise in the execution of their 
duties as directors. A Director may also  
be paid additional amounts as fees, or as 
the Directors determine, where a Director 
performs extra services or makes any 
special exertions which in the opinion of  
the Directors are outside the scope of the 
ordinary duties of a director.

16.4 Fees and Benefits

Other than as set out below or elsewhere  
in this Prospectus, no:

(a) 	Director of the Company;

(b) 	Person named in this Prospectus as 
performing a function in a professional 
advisory or other capacity in connection 
with the preparation or distribution of 
this Prospectus; or

(c) 	Promoter of the Company,

has, or had within 2 years before  
lodgement of this Prospectus with  
the ASIC, any interest in:

(a) 	The formation or promotion of the 
Company;

(b) Any property acquired or proposed  
to be acquired by the Company in 
connection with its formation or 
promotion or in connection with the 
offer of Shares under this Prospectus; 
or

(c) 	The offer of Shares under this 
Prospectus,

16.  
Disclosure  
of Interests
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and no amounts have been paid or agreed 
to be paid and no benefits have been given 
or agreed to be given to any of those 
persons as an inducement to become,  
or to qualify as, a director of the Company 
or for services rendered in connection  
with the formation or promotion of the 
Company or the offer of Shares under  
this Prospectus.

Russell Lester is a director of, and is 
associated with Saphir Pty Ltd as trustee 
for The Saphir Trust which beneficially  
holds 85% of the issued capital of the 
Manager. Under the Management 
Agreement, the Manager will receive 
management and performance fees.  
Details of the Management Agreement  
and all fees payable to the Manager are  
set out in Section 13.1.

Russell Lester and Richard Lester are 
directors of, and are associated with 
Balwyn Holdings Pty Ltd, which beneficially 
holds 15% of the issued capital of the 
Manager. Under the Management 
Agreement, the Manager will receive 
management and performance fees.  
Details of the Management Agreement  
and all fees payable to the Manager are  
set out in Section 13.1.

Growth Equities Pty Ltd is Manager of  
the Company’s investments. During the  
24 months preceding lodgement of this 
Prospectus with the ASIC, Growth Equities 
Pty Ltd received $314,985.64 in fees for 
services provided to the Company.

Moore Stephens Perth Corporate  
Services Pty Ltd (Moore Stephens)  
have acted as Investigating Accountants 
and have prepared an Investigating 
Accountant’s Report which has been 
included in Section 12 of this Prospectus. 
The Manager estimates it will pay Moore 
Stephens a total of $4,000 (exclusive of 
goods and services tax) for these services. 
During the 24 months preceding lodgement 
of this Prospectus with the ASIC, Moore 
Stephens received $36,951 in fees for  
other services provided to the Company.

Steinepreis Paganin have acted as the 
solicitors to the Offer and have been 
involved in due diligence enquiries on  
legal matters. The Manager estimates  
it will pay Steinepreis Paganin $4,000 
(inclusive of goods and services tax) for 
these services. During the 24 months 
preceding lodgement of this Prospectus 
with the ASIC, Steinepreis Paganin received 
$20,311 in fees for other legal services 
provided to the Company.

16.5 Consents

Each of the parties referred to in this 
section:

(a) 	Does not make, or purport to make,  
any statement in this Prospectus other 
than those referred to in this section; 
and

(b) 	To the maximum extent permitted by 
law, expressly disclaim and take no 
responsibility for any part of this 
Prospectus other than a reference to  
its name and a statement included in 
this Prospectus with the consent of  
that party as specified in this section.

Moore Stephens have given their written 
consent to being named as Auditor and 
Investigating Accountant to the Company  
in this Prospectus and to the inclusion of 
the Investigating Accountant’s Report in 
Section 12 in the form and context in  
which this report is included. Moore 
Stephens have not withdrawn their  
consent prior to lodgement of this 
Prospectus with the ASIC. 

Steinepreis Paganin have given their  
written consent to being named as the 
Solicitors to the Company in this 
Prospectus. Steinepreis Paganin have  
not withdrawn their consent prior to the 
lodgement of this Prospectus with  
the ASIC.

Growth Equities Pty Ltd has given its 
written consent to being named as  
the Manager to the Company in this 
Prospectus. Growth Equities Pty Ltd  
has not withdrawn its consent prior to  
the lodgement of this Prospectus with  
the ASIC.

16.  
Disclosure  
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