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Herrtage Paulownia Forests

Introduction

The Heritage Paulownia Forests Project No. | is
conducted on Lot 3689 Airfield Road which is located
in the Shire of Gingin, Western Australia. The property
has approximately 20,000 Paulownia trees that have
been planted, managed and maintained for the Project.

Heritage Paulownia Forests Project No. |

The Heritage Paulownia Forests Project No. | (“the
Scheme”) is operated as a Managed Investment
Scheme registered with the Australian Securities
and Investments Commission (“ASIC"). The Scheme
has been issued with Australian Registered Scheme
Number (“ARSN™): 092 167 103.

The Scheme was registered on |9 April 2000 and
planting of trees commenced on behalf of Growers
(Investors) during the 2000 planting season.

Each investor in the Scheme is known as a Grower, and
has entered into an Agreement with the Responsible
Entity and the Plantation Manager to establish, maintain,
manage and harvest separately identifiable Woodlots
on the Grower'’s behalf.

The Scheme had 301 Woodlots which were initially
issued and allotted to 59 Growers. The number of

Growers has reduced to 6 during the year and 30|
Woodlots.



Directors’ Report

The Directors’ of the Responsible Entity, Environmental
Forest Farms Management Limited, present their
report for the financial year ended 30 June 2009.

Directors

The names of the Directors of the Responsible Entity
who have held Office, at any time during or since the
end of the year are:

* Mr Sydney J. Chesson
e MrVictorV.Turco
* Mr Geoffrey J. Coad

Mr Chesson, MrTurco and Mr Coad have been in
office since the start of the financial year to the date of
this Report.

Information on Directors

At the date of this Annual Report, the Board

of Directors have not established any specialist
committees to take on specific roles and duties of the
Board. As such, there are no special responsibilities
assigned to any one Director.

Sydney Chesson
MB.A, CREM, CSM,FAILCD

Chairman

Mr Chesson has been awarded a Master of Business
Administration degree from the University of Notre
Dame Australia, where he was admitted to the

Vice Chancellors list for academic excellence. He

is a licensed real estate agent and business broker,

and a licensed finance broker. He has extensive
experience in importing and exporting, production and
manufacturing. He has over 30 years experience in real
estate and over 40 years experience in business and
commercial activities.

As a Fellow of the Australian Institute of Company
Directors, Mr Chesson has considerable experience

as a Director of listed and unlisted public companies,
unlisted property trusts, and several private companies.

Mr Chesson is also the Chairman of E.RF Limited (the
parent company of the Responsible Entity), Forestry
Finance Limited (a fellow subsidiary of the Responsible
Entity), and a Director of Powton Land Holdings
Limited (the Lessor in the Kiri Park Schemes).

Victor Turco
B.Bus, C.PA

Non-Executive Director

MrTurco has been involved in the Public Accounting
Arena for approximately 30 years. During this time, Mr
Turco has gained considerable experience in Australian
and Overseas accounting, taxation, financing, corporate
and property issues.

MrTurco has experience as a Director of numerous
companies, including serving as a Director of the Board
of a Terminating Building Society managing a $100
million portfolio.

MrTurco is a Director of ERF Limited (the parent
company of the Responsible Entity), Forestry Finance
Limited (a fellow subsidiary of the Responsible Entity),
and Powton Land Holdings Limited (the Lessor in the
Kiri Park Schemes).

Geoffrey John Coad
M. Phil, LLB, GAILC.D

Director

Mr Coad was admitted to the Supreme Court of
Western Australia in 1973, and has practiced law

in Western Australia since 1975. He practices law
in areas of commercial law, conveyancing and civil
litigation.

Mr Coad is a member of the Australian Institute of
Company Directors, and an external member of
several other compliance committees for Managed
Investment Schemes.

Mr Coad is also a Director of E.FF Limited (the parent
company of the Responsible Entity), Forestry Finance
Limited (a fellow subsidiary of the Responsible Entity),
and Powton Land Holdings Limited (a fellow subsidiary
of the Responsible Entity).

Directors' Interests
At the date of this Report, the Directors had the
following number of Woodlot interests in the Scheme:

Direct Indirect
Director Holding Holding
Sydney Chesson Nil Nil
Victor Turco Nil Nil

Geoffrey Coad Nil Nil






Heritage Paulownia Forests Project No. |
ARSN 092 167 103

Income Statement
for the Period | July 2008 to 30 June 2009

Economic Entity

30 June
2008

Revenue from operating activities
Interest

Less:

Bank Charges

Profit from operating activities
Distributed to Growers

Total Changes in Scheme Property

The accompanying notes form part of these financial statements.



Heritage Paulownia Forests Project No. |
ARSN 092 167 103

Balance Sheet
as at 30 June 2009

Economic Entity

30 June
2008

Current Assets

Cash and cash equivalents
Trade and other receivables
Total Current Assets

Total Assets
Current Liabilities
Trade creditors and other payables

Total Current Liabilities

Total Liabilities

Net Value of Scheme Property

The accompanying notes form part of these financial statements



Heritage Paulownia Forests Project No. |
ARSN 092 167 103

Statement of Changes in Equity
for the year ended 30 June 2009

Ordinary Share  Retained Asset Revaluation Minority
Capital Earnings Reserve Interests

$ $ $ $

At | July 2007 - - - -

Profit attributable to members of

parent entity - - - -
Profit attributable to minority

shareholders - - - -
Subtotal - - - -
Dividends paid or provided for - - - -

At 30 June 2008 - - - -

Shares issued during the year - - - -
Profit attributable to members of parent

entity - - - -
Revaluation increase (decrease)

increments - - - -
Sub-total - - - -
Dividends paid or provided for - - - -

Balance At 30 June 2009 - - - -




Heritage Paulownia Forests Project No.
ARSN 092 167 103

Cash Flow Statement
for the Period | July 2008 to 30 June 2009

Economic Entity

30 June
2008

Cash flows from operating activities
Funds received from manager

Net cash flows provided by operating activities
Net Increase/(Decrease) in Cash Held
Cash at the Beginning of Year

Cash at the End of Year




|.THE SCHEME

The Heritage Paulownia Forests Project No. | (“the
Scheme") was established pursuant to the terms of a
Constitution made on 23 March 2000 and registered
with the ASIC on 19 April 2000. Subject to the
provisions of the Constitution for early termination

of the Scheme, the Scheme will terminate upon the
earlier of final distribution of receipts to Growers
following the sale of timber or the termination of sub-
lease between the Growers and the forester

Environmental Forest Farms Management Ltd (ACN
087 201 670) is the Responsible Entity of the Scheme
and also the sub-lessor of the Woodlots under the
Scheme. The terms and conditions of the project
operations agreement govern the relationship between
the Responsible Entity and the Growers in relation to
forestry activities. The terms and conditions of the sub-
lease govern the relationship between the Responsible
Entity, the sub-lessor and the Growers.

On payment of the appropriate fees and charges by
the Grower, the Responsible Entity will carry out or
cause to be carried out such services and duties in
relation to the Woodlots as set out in the management
plan and which are usual or necessary for carrying on
the business of tree farming.

The sub-lease provides that, on payment of the rent
by the Grower, the sub-lessor allows the Grower to
use the Woodlots for carrying on the business of tree
farming.

The Scheme will conclude upon harvest of the trees
and sale of timber. Under the terms of the project
operations agreement, the Responsible Entity is also
entitled to a harvest and marketing fee equivalent to
five percent of the net sale proceeds from the timber
sales (which will be passed on to the Manager under
the provisions of the management agreement).

2. STATEMENT OF ACCOUNTING POLICIES

This financial report is a general purpose financial
report that has been prepared in accordance with
applicable Accounting Standards, including Australian
Accounting Interpretations, other authoritative
pronouncements of the Australian Accounting
Standards Board and the Corporations Act 2001 .

This financial report is for the Heritage Paulownia
Forests Project No.| (ARSN: 092 167 103) as an
individual scheme, registered and domiciled in Australia.

The financial report of Heritage Paulownia Forests
Project No.l (ARSN:092 167 103) as an individual
entity complies with all International Financial Reporting
Standards (IFRS) in their entirety.

The following is a summary of the material accounting
policies adopted by the scheme in the preparation of
the financial report. The accounting policies have been
consistently applied, unless otherwise stated.

Basis of Preparation
The accounting policies set out below have been
consistently applied to all years presented.

(2) Reporting Basis and Conventions

The financial report has been prepared on an accruals
basis and is based on historical costs modified by the
revaluation of selected non-current assets, financial
assets and financial liabilities for which the fair value
basis of accounting has been applied.

Accounting Policies

(2) Income Tax

Under current legislation, the Scheme is not subject to
income tax as its taxable income (including assessable
realised capital gains) is distributed in full to Growers.

The Scheme fully distributes its distributable

income, calculated in accordance with the Scheme’s
Constitution and applicable taxation legislation, to the
Growers who are presently entitled to income under
the Constitution.

(b) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand,
deposits held at call with banks, other short term highly
liquid investments with original maturities of three
months or less and bank overdrafts. Bank overdrafts are
shown within short borrowings in current liabilities on
the balance sheet.

(c) Goods and Services Tax (GST)

Revenues, expenses and assets are recognized net of
the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Taxation
Office. In these circumstances the GST is recognized as
part of the cost of acquisition of the asset or as part of
an item of the expense. Receivables and payables and

payables in the balance sheet are shown inclusive of
GST.

Cashflows are presented in the cash flow statement
on a gross basis, except for the GST component of
investing and financing activities, which are disclosed as
operating cash flows.

(d) Trade and Other Payables

The management agreement states the manager is
not to be remunerated until the fees are received by
the Scheme. As a result a corresponding payable is not
recognised in note 5 to the financial statements.



Heritage Paulownia Forests Project No. |
ARSN 092 167 103
Notes to Financial Statements
as at 30 June 2009

(e) Financial Instruments
The Heritage Paulownia Forests Project No.| has no
exposure to financial instruments.

3.RESPONSIBLE ENTITY

During the financial period, Environmental Forest Farms
Management Limited was the Responsible Entity for
the Scheme.

The Responsible Entity represents the interest of
Growers in the Scheme.

4. CUSTODIAN

The Australian Financial Services License of
Environmental Forest Farms Management Limited
(AFSL Number: 239 635) does not require the
Responsible Entity to have an external custodian for
the Project. The Constitution of the Responsible Entity
details how the Responsible Entity must deal with
Scheme Property.

5.TRADE AND OTHER RECEIVABLES

This Financial Report records the assets, liabilities,
revenues and expenses of the Scheme. No application
monies for the Scheme were received during the
period. Rent and management fees were received
during the period. As rent and management fees

are immediately payable to the lessor or to the
Responsible Entity, this money does not at any stage
become property of the Scheme. Any management
fees received by the Responsible Entity are immediately
payable to the Manager (less money owing by the
Manager to the Responsible Entity). Accordingly, this
money is not recorded in the Scheme’s Financial
Report.

Management fees due to the Responsible Entity not
recorded in the Scheme's financial statements are set
out below.The liability to the Manager is not shown
because the management fees are not payable to the
Manager to the extent to which they have not been
received by the Responsible Entity:

30 June
2008
$

Current Assets
Receivables 73.658
Total Current Assets 73,658
Total Assets 73,658
Current Liabilities
Payables -
Amount payable to
Manager -
Total Current Liabilities -
Total Liabilities -
Net Assets Held on Trust 73,658

6. FINANCIAL RISK MANAGEMENT
The Scheme is not exposed to any financial
instruments as there are no Scheme assets or liabilities.

(2) Interest Rate Risk
The Scheme is not exposed to interest rate risk as
there are no Scheme assets.

(b) Foreign Currency Risk
The Scheme is not exposed to fluctuations in foreign
currencies

(c) Liquidity Risk
The Scheme is not exposed to liquidity risk as there
are no Scheme assets.

(d) Credit Risk Exposures

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 for impairment
of those assets, as disclosed in the balance sheet and
notes to the financial statements.

Woodlots owned by members of the Scheme are
held as security for unpaid lease and management fees,
and the Responsible Entity has the ability to terminate
Woodlots owned by members with unpaid lease and
management fees

The Scheme does not have any material credit

risk exposure to any single receivable of group of
receivables under financial instruments entered into by
the Scheme.

Credit risk is reviewed regularly by the Board of
Directors of the Responsible Entity.



Heritage Paulownia Forests Project No. |
ARSN 092 167 103
Notes to Financial Statements
as at 30 June 2009

Director Year  Salary & Fees Superannuation Other
® ®) ®)
Sydney Chesson 2009 - - -
2008 3,719 = .
Victor Turco 2009 - - -
2008 [,488 = .
Geoffrey Coad 2009 - - -
2008 [,488 = .

(e) Price Risk
The Scheme is not exposed to any material
commodity price risk.

7.REMUNERATION AND RETIREMENT BENEFITS
TO DIRECTORS

(a) Remuneration of Directors

The Directors of the Responsible Entity did not receive
any remuneration directly from the Scheme during

the financial year All Directors remuneration is paid by
E.FF Limited, the parent company of the Responsible
Entity. During the financial year, the remuneration paid
to Director’s by E.FF Limited for services relating to the
Scheme were as detailed in the table above.

(b) Retirement Benefits

The Directors of the Responsible Entity did not receive
any retirement benefits directly from the Scheme during
the financial year. The Directors of the Responsible
Entity did not receive any retirement benefits from

the Responsible Entity nor the parent company of the
Responsible Entity nor any other entity related to the
Responsible Entity.

(c) Director Related Party Transactions
The following transactions between the Responsible
Entity and Director related parties, for services
in relation to the Scheme, occurred on normal
commercial terms and conditions no more favourable
than those available to other parties unless otherwise
stated.
30 June

2008

$

Annual Report fees paid
to AustAsia Group an
entity related to

Syd Chesson

8. RELATED PARTY TRANSACTIONS

(2) Responsible Entity

The Responsible Entity of the Heritage Paulownia
Forests Project No. | is Environmental Forests Farms
Management Limited, whose immediate and ultimate
parent company is E.RF Limited.

(b) Directors
The Directors of Environmental Forests Farms
Management Limited at the date of this Report are:

* Sydney J. Chesson (Chairman)
* VictorV.Turco
 Geoffrey J. Coad

(c) Fees
No fees were paid to the Responsible Entity from the
Scheme Assets during the financial year.

(d) Woodlot Interests of Directors

At 30 June 2009, the Directors of the Responsible
Entity, Environmental Forest Farms Management Limited,
did not own any Woodlot interests in the Scheme
(2008: Nil).

9.SEGMENT INFORMATION AND INDUSTRY
INVESTMENT EXPOSURES

The Scheme operates in one business segment, being
investment management. The Scheme also operates
from one geographic location being Australia, from
where its investing activities are managed. Revenue is
derived from distributions and interest.

The Scheme has investment exposures currently only in
the Western Australia geographical market and all assets
service the forestry industry.



10. NEVW STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE

Accounting Standards -
Improving Disclosure about
Financial Instruments [AASB 4,
AASB 7,AASB 1023 & AASB
1038]

enhanced disclosures about
fair value measurements and
liquidity risk.

Reference Title Summary Application Expected Impact
date
(financial years
beginning)
AASB 8 Segment Reporting New standard which replaces | | January 2009 | Disclosure only
AASB | 14,
AASB 101 Presentation of Financial Revised standard - amends I January 2009 [ Disclosure only
Statements disclosure requirements and
format of financial
statements
AASB 2007-8 | Amendments to Australian Amends the majority of | January 2009 | Disclosure only
Accounting Standards arising | standards and Interpretations
from AASB 101 as a result of issue of AASB
101
AASB 2009-2 | Amendments to Australian Amends AASB 7 to require | January 2009 | The Scheme does

not expect these
requirements to have
any material effect on
the Scheme’s
financial statements.

I'1.EVENTS SUBSEQUENT TO BALANCE DATE

Since 30 June 2009 no transaction or event of a material nature has occurred which is likely to significantly affect

the operations of the scheme, the results of those operations, or the state of affairs of the scheme.

2. CONTINGENT LIABILITY

The Scheme has no major capital commitment and has no known contingent liability as at 30 June 2009.

I3. REGISTERED SCHEME DETAILS

The registered office and principal place of business of the Scheme is at the office of the Responsible Entity:

Environmental Forest Farm Management Limited
Level |, AustAsia House,

412 — 414 Newcastle Street

West Perth WA 6005

Australia
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