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U.S, MASTERS HOLDINGS LIMITED

Review of Operations
For the year ended 30 June 2009
Expressed in U.S. Dollars

The net asset value of U. §. Masters Holdings Limited was $747,303 as at 30 June 2009.
The net asset value per share was S0.31 as at 30 June 2009.
The loss for the year was $241,268, a loss of 32.29% as a percentage of net assets.

There was no dilution and no share buybacks during the year.

The expenses associated with operating the Fund continued to be the most significant feature
contributing to the operating performance, as well as the decline in the U.S. Stock Market.

The fund has been invested in equities up to 100% of assets during the period. We have recently been
using a trading model that has produced returns historically to attempt to capture profits from swings
in market volatility. Also, shares of selected companies have been purchased when a significant price
decline occurs, due to factors we believe to be relatively temporary.

£+J, Randolph Updyke
Investment Advisor
Director

28/08 2009 VEN 13:31 [N° TX/RX 84741 [doo1




LLUSOMASTERS HOLDINGS LIMITED
Directors™ Report
for the vear ended 36 June 2009

Fxpressed in LESL Dollars

The dicectors present their repart together with the lnancial statements of 1S, Masters Holdings
Limited (the “Fund™) for the Noancial vear ended 30 June 2000,

Board of Directors
b Randedph Updyke BAL PR (CEO) - Director sinee January 1991,

Mr Updyke has been engaged in the investment advisory business for over twenty-five years, He is
genctal parter and investment advisor of Updyvke Associates. an investment parinership.

M. Carol Updyke - Director since Aprii 1999,

Mrs Updyke is a principst of the Clayworks, a pottery operation in Charlestan, South Carolina.

Hutrert R Marlcau (Charman) - Director since May 1998

M Marteau is president of Palos Capital Corporation,

Corporate Governanee

The board of directors of the Fand are as stated ahove.

The eriterta for board membership and the selection of appropriate members of the board s
vonsidered by the board itself. Electiom and votation of directors is soverned by the Articles of
Association of the Fund,

Directors have the right to seek independemt prolessional advice in the furtherance of their duty, and
this may be at the Fand’s expense. subject 1o prior approvil Iy the board,

The board has no remuneration, audit or other committees as. given the size of the Fund and board,
this is not thought appropriaie.

The beard reviews risks associated with the Fund and implements procedures 1o manage sueh risks.
I develops policies regarding the establishment and maintenance of appropriate ethical standards.

Audit Committee

The Fund does nothave an audit commitiee as at the date of this directors” report. Given the size of
e Tund and the board. @ separate commitiee cannot be justified on a cost benefit analysis or

othenvise,

Corporate Governance Principles Recommendations of the Australian Stoek Exchange
Corporate Governance Council 2™ Edition 2007

The board of the Fund aspires to the highest standard of corporate povernance. However the Fund
has on issue (not including shares held as treasuny stock) only 2.429.826 shares and a total ner
tangible assets of tess than USSTmilfion. The business of the Fund is investment in sceuritics. The




CLS MASTERS HOLDINGS LIMITED

Directors’ Report (continued)
for the year ended 30 June 2009
Lxpressed in LES, Dollars

meome retusned from that investment has in the last two years been tnsuilicient 1o cover costs
mciuding Nsting fees. audit and legal Fees and ihis notwithstanding that;

20078 the Fund paid directors fees ol ondy LIS$2.300 and in 200879 1USS2.500.

«  Mr Lipdyke who has the investment mandate from the Fand has waived management ices,
eifective since 1 July 2004,

fUss not regarded as praciical 10 seek @ increase 1he size of the board,

With @ Board of only 3 members appointments of commitiees would net seem 1o advance the
principies of the ASX Carporate Governance Couacil. Further, the implenentation of sertain of Best
Practice recommendations involve the expense of formulating, for example codes, which again would
nat i the circumsiances advance the principles.  The directors know one another weli and are
satislied with each other’s probity. They are well aware of and know the others 1o be aware of their
respansibilities as directors and generally inctuding times when they cannot deal in shaves. They
periodically monitor and evaluare their performance as o board and individualiy.

The Fund has no employees or management apart from the Board.

My I Randolph Uipdyke is the only son independent Director.

The Fund has not vet followed the following recommendations for the reasons given above.
Principle 1

Recommendations 1.1 (Respective roles and responsibility of hoard and management and 1.2

(Process for evaluating the performance of senior exccutives)

Principie 2
Recommendations 2.4 (Nomination commitieed and 2.5 (Uvaluation of performance)

Principle 3
Reconmmendations 3.1 {Code of conduet) and 3.2 (Trading potieyy

Principie 4
Recommendations 4,142 and 4.3 (Audit committee)

Principle &
Recommendation 5.1 {Written policies compliance ASN Listing Rules)

Principle 6
Recommendation 6.1 {Additional shareholder conmmunication)

Principle 7
Recommendations 7.2 (Require management to design and implement risk management) and 7.3
(Secton293A CEO assurance)

Principle 8
Recommendations 8.1 and 8.2 (Remuneration comniitee)
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U.S. MASTERS HOLDINGS LIMITED

Directors’ Report (continued)
for the year ended 30 June 2009 7
Expressed in U.S. Dollars , /

Principal Actwity
“The principal activity of the Fund during the ﬁnancmi year was investment, and no significant change

in the nature of that activity has occurred during the year.
Result

The operating loss of the Fund after income tax for the year wes $241,268 (2008: loss: $4,335).

Dividends ‘
No dividends were paid during the year and no dividend is recommended.

Significant Changes in State of Affairs

During the year, the Fund purchased Nil (2008: Nil) shares pursuant to its buy-back programme. At
the balance sheet date, the number of shares held in treasury as a result of the share buy-back
programme was 50,606,684. This scheme has ceased and is no longer effective.

A resolution was passed on the 19 August 2008 that amends the Memorandum and Articles of
Association. The authorised share capital of 2,000,000,000 Ordinary shares of $0.50 par value each
has been reduced to 1,000,000,000 Ordinary shares of $0.50 par value each.

Significant Post Balance Sheet Events ,

No event has occurred since the balance sheet daté” that will matena.lly affect the operauons of the-
Fund in future years. .

Directors’ Benefits and Interests in Contracts or Pmposed Contracts with the Fund

Since the end of the previous financial year, no director of the Fund has received or become entitled
1o receive a benefit; other than a benefit included in the aggregate amount of directors’ rernuneration
shown in the financial statements, by reason of a contract made by the Fund or a related corporation
with a director or with a firm of which he is 2 member or with a company in which he has a
substantml financial interest. : . :

Directors” Interests in Shares of the Fund

| ﬁenpfaéial . | NonfBe:jeﬁc'in'l
VIR el 1. iaeass [ - y
MsMC.Updyke 70 ] aesde0 - 0

- Currency. and’ Roundmg

“The financial statements are expressed in U.S. Doliars and have beext rounded to the nearsst mousand
‘Dollars. This report is made in accordance with a resplution of the Bogrd and is signed forand on .

behalf of‘the du'ectors : .

L~ et a—m&
“1. Randoiph Updyje / i CTML CamIUpdyke T

. Director ' ‘ Director

28/08 2009 VEN 13:31 [N° TX/RX 84741 [doo2 .



LS MASTERS HOLDINGS LIMITED

Statement of Operations and Accumulated Deficit

for the year ended 30 June 2009
Expressed iy thousand of LS, Dollars

Investment income

Net realised (loss) /uaim on sale of
vesuients

Net change in wirealised gain on
Invesiments

Interest and dividend income (et of
withholding taxes)

Total invesument income
Expenses

Directors” fees

Lezal and professional fees
Sugdry expenses

Total expenses

(Laoss)/profit for the vear
Opening aecumulated delien

Clasing secumulated defiei

Profiviloss) per share (Dollars)

Note

2009
MITHH

(139

{3493

(241)
(11.881)

(202

2008
SO80

{11.877)

(11.881)

i

Fhe Fund has no recognised gains or losses in the year other than these passing through the Statement

of Operations and Accumulated Defieil presented above,




U.S. MASTERS HOLDINGS LIMITED

Statement of Net Assets and Shareholders’ Interests
At 30 June 2009
Expressed in thousands of U.S. Doltars

Note
Assets
Cash and cash equivalents
Investments
Other Assets

Total assets

Liabilities
Accrued expenses

Total liabilities

Net assels
Total shareholders’ interests

2,429,826 (2008:2,429,826) ordinary

shares

with a par value of $0.50 per share 5
Share premium reserve 6
Accumulmed deficit

Total shareholders’ interests

Net asset value per share (Doltars
excluding treasury stock)

2009 2008
$000 $000
436 300

329 713

4 3

769 T.025

21 36

2 36
T T
1.213 1,213
11,655 11.655
(12,122 (11.881)
748 T
0.31 0.41

The financial statements on pages 4 to 13 were approved by the Board of Directors and signed on

281th August 2009 on their behalf by:

] Lot leplyle

M. Carol Updyke - e
Director ‘

28/08 2009 VEN 13:31 [N° TX/RX 84741 F003




LS MASTERS HOLDINGS LIMITED

Statement of Cash Flows
for the year ended 30 June 2009
Expressed in thousands of LLS, Doliars

Operating activities

Purchase of investments

Proceeds from sale of investments
Interest and dividends received
Expenses paid

Cash Hows rom operating activities
Net merease/{deeredse) in cash and cash
cquivalents

Cash and cash equivaients at beginning
of vear

Cashoand cash equivalents at end of vear
Cash and cash cquivalents comprise:

Money marketr funds

Cash and cash equivadens

2000
5040

{2470
2,685

5

(8d)

127

2008
S000

kIt




LS. MASTERS HOLDINGS LIMITED

Sta{ement of Investients
At 340 June 2009

Exprassed i thousands of LLS, Dolars

Fguities

Winmill & Co loe-CL A
Greyhawk Partners Fund
Alllance Berstein Holding L1
Berkshire Hathaway Ine
Eaton vance corp-non vig
Fisancial seiect secior SPDR
tvesco LTD

Ishares dy us pharma index P
fshares dj us regional banks
ishares tr dow jones us broker-dealors
index id

Lega Mason e

Orient Express Howels Lid —A
Proshares Uiradow 30
Froshares Trust

Saks Ine

Sotheby™s Moldings Ine CL
Franklin Resources ine,
Janus Capital Group Ine
KBW Bank £

T Rowe Price Group Ine
Thai Fuod ne

LUs Global Investors Ine O
Proshares Trast Uhra S&P300
Wilmington Trust Corp

Potal Lguities/Marketable Sccurities

Nominal

2,000

27083

-t

6GH

500

R0

300

000

GOt
300

REY
L0

200
100

Market
Vialue
27000

Lot e I
LSRR I 5 B TR

1.2 —
-

— L

[P

O R SR

LRl RO T Y
wd o s Lt

-l AT DT

iy

Average
Cost
570060

283




ULS MASTERS HOLDINGS LIMITED

Notes to and forming part of the Finaociad Statements
for the year ended 38 Imw ’{)(1‘)
Expressed inthousands of LS, Dollars

THE FUND

{a) General information

A5 Masters Holdings Limited (the “Fand™) was incorporated under the laws of the British
Virgin Islands on 14 M av 19Ul under the International Basiness ¢ omp: mlus Act (Cap. 390,

The Hability of the members i is imited by shares. The Fund maintains its Registered office in
the British Virgin Islands. The Fund is a closed-end investment company.

Fhe fnancial statements are presented in thousands of United States Dollars.

he Fund was Jormed as an invesiment company to permit sharcholders 1o participate in the
nccumulation of” capital on a pooled basis from the professionally managed rading of
predominantly United States investments.

(1) Investment advisory fees

Lnder the terms of an Investment Advisory Agreement dated 1 January 1998,
I Randelph Updyke has agreed to provide investment advisory services o the Fund,

As compensation for Ius services, ). Randoiph Uipdyke receives fram the Fund:

0 a management lee pavable semi-annually cqual o 0.5% (1% annualiseds of
the Fund’s Nev Asset Value at the end of sueh semi-nnnual period: and.

i an deentive Tee payable equal 1o 20% of the appreciation, i anv. in Net Assel
Vatue o a fiscal year basis.

However Mr ) Randaiph Updyke has agreed 1o waive his munagement fees effective | July
2004,

2 SIGNIFICANT ACCOUNTING POLICIES

The stanificant accounting poficies adopted in the preparation of the Fund's financial
staements are sei out below:

{#) Basis of preparation

The financial statements of US. Masters Holdings Limited, have been prepared in
accordance with Imernational Financial Reporting Standards.  They have been prepared
under the historical cost accounting convention and. except where stated. do not take into
account changes in either the general purchasing power of the Dollar or in the prices of
spectiic assels.

The accounting policies have been consistently applicd by the Fund and are consistent
with those of the previous vear,




LS, MASTERS HOLDINGS LIMITED

Notes to and forming part of the Financial Statements (continued)
for the year ended 30 June 2009
Fapressed inthousands ol ULS. Doliars

20 SIGNIFICANT ACCOUNTING POLICIES {Continued)

{h)

(¢}

{d)

Cash and cash equivalents

Cash and vash equivalents consist ol cash on hand and balances with baoks and brokers with
maturities of three montds or jess,

Investments

Investments are caried au market value, Any inereases or decreases in carrying values are
recognised in the statement of operations and accumulated deficit as an unrealised gain or

foss,

fnvesiments in seeurities and sceorities sold shart raded on g Usited States national securitics
exchange are valued at the tast reported sales price on the day of valuation or. if there has
been no sale on such exchange on the date on which valuation is being made. then at the
mean between the closing hid and asked prices on such exchange on such date.

securities traded in the over-the-counter market are valued at the fast sales price i the
security s reported by NASDAQ's System. or, i not reported. at the mean besween the last
bid and asked prices. Restricted sceurities and other seeurities Tor which quotations are not
readily available are valued at fair value as determined in good faith by the fnvestment
Mangger.

Tovestment transactions and income recognition

Bvestment transactions are accounied for on the trade date (the daie on which the order (o
buy ar sell is executed). Gains or losses arising from the sale of investments are determined
psing the average cost basis. Income from fnvestments is recorded an the acerual basis.
nterest income s recorded as carned and dividend income is recorded on the ex-dividend

dare.
Foreign currency

Fransactions in currencies other than the Fund’s reporting currency are converted at the rate
of exchange ruting at the wansaction date. Foreign currency monetary assets and labilities.
other than those covered by forward exchange sontracts, are translated a the rate of exchange
ruling at the reparting date. Resulting exchange differences are recognised in the result for
the vear,




ELSOMASTERS HOLBDINGS LIMITED

Notes w and forming part of the Financial Statenents (confinued)

for the vear ended 30 June 2009
Expressed in thousands o LS. Daollars

3o NET CHANGE IN UNREALISED GAIN ON INVESTMENTS

Market value of investments

[vestments at average cost

Closing unrealised gain on
vesunents
Upening unrealised cain on
investments

Netchange i unreatised (lossy gain
CRNVESUNGnts

4. TAXATION

2009
S600
324

285

2008
S000

The Fund is exempt from all forms of taxation in the Bridsh Virgin fslands and Australia including
United States withhodkding 1ax has been deduacied al
senrce on certain dividends and interest paid, with respect (0 secorities of United States issuers, at the
rate of 30% of gross income. There are no other waxes applicable 1o the Fund.

income, capital gains and withholding 1axes.

iy




LES. MASTERS HOLDINGS LIMITED

Notes 10 and fornving part of the Financial Statements (continued)

for the year ended 30 June 2009
Expressed mothoosands of [LS, Dodiars

& SHARE CAPITAL

Authorised
000000000 ordinary shares of $0.30 par value cach

Issued and fully paid
SIOIEST0 (2008: 33.036.510) ordinany shares of $0.30

Treasury stock:
Opening balance {30.606,684 shares, 2008: 50,606,684

shares)

Acquiired during the year (NI shares, 2008:Nil shares)

Closing balance (30,606,684 shaves, 2008:30.606.68+
sluares)

Netshare capital (2429826 shares. 2008: 2.420.826

shares

2009
S000

300060

26,518

1213

2008
SH00

1,000,000

20518

i)
A

Tt
o
s

Each ordinary share carries the right 1o one vote at annual and peneral meetinas and is entitled 10

participate in any dividends or other distributions of the Fund.

6. SHARLE PREMIUM RESERVE

Gross premiuny on issue ol shares
Transfer to Redomicile Reserve - 1991
Net premim on purchase of treasury stoek

Opening balanee
Discount on purchase of treasury stoek during the vear

Chosing balance

2004
S0t

37.965
(25.000)
(13103

2008
S000

37.963
(25,0000
(1.3

wh i

¢

11.655




LS MASTERS HOLDINGS LIMITED

Notes to and forming partof the Financial Stiiements (continued)
for the year ended 30 June 2009

Eapressed inthousands o U8, Dollars

7. TREASURY STOCK

Phe Fund holds treasury stock in ftseli which was purchased pursuant 1o an on-market buy-hack
scheme on the Austrabian Siock Uxchange,

2009 2008
SO0 S600
SO606.684 (2008:50,606.684) ordinary shares 26.613 26,613

al eost

8. RELATED PARTY TRANSACTIONS
The Fund bad the following commerciat dealings with its divectors and their associates:
() One of the directors eamed Tees of $2,300 {2008:32.506) during the year.
() J Randoiph Updyke and M. Carol Updyke, directors of the Fund, each held 1182450
(CO08: 1 182.450) and 169,100 {2008 1691005 shares in the Fund. respectively, at the end of
the vear,
9. CONTINGENT LIABILITIES
The directors are not aware of any contingent Habilities of the Fund at the year-end. The TFuad has

given a guarantee in respeet of the creditors of s tormer subsidiarics as ar 9 May 199 pursuant o
the Schemes of Arrangement o redomicte e former group 1o the Britsh Virgin Islands.



LS MASTERS HOLDINGS LIMITED

Notes to and forming part of the Fiancial Statemenis {continued)
for the year ended 30 June 2009

Iapressed mthowsands o LLS, Doltars

H FINANCIAL INSTRUMENTS

Financial assets of the Fund include cash and cash equivalents, investments and interest and dividends
receivable.

Financial labilities comprise accrued expenses.

Accounting policies for financial assets and Habilities are set out in note 2.

() Fairvalues

The carpving amaounis ol cash and cash equivalents, interest and dividends receivable and
aceried expenses approximate their fair vadue doe o the relatively short period 10 maturity of
these instruments. fnvestments are carried at market valie.

{by Credit visk

Substantially all sceurities transactions are cleared through, and held i custady by two
financial institntions. The Fund is subject 10 eredil risk 10 the extent that these institutions
may be unable w return the Fund’s securities or to repay sinounts owed.

Securities isurance Protection Corporation (SIPC) provides insurance on bank and security
balances tn the event a LLS. Brokery files for bankrupiey, but given their high credit ratings,
management does not expect any counterparty to fail to meet its obligations.

At the year end there were no significant coneentrations of credit risk.  The maximum
exposure o credit risk is represented by the carrving amount of each fnancial asset.

t¢)  Inferest ente risk
The fnterest rates on the bonds held are disclosed in the statement of invesiments, There is an
irherent risk that during the period w maturity these rates, 10 the extent that they are fixed.
may be lower than the prevailing marker rate,
1 STATUS OF REPORT

This report is based on accounts that have been andited. The auditors” report is attached.



INDEPE

CNT AUDITORS REPORT TO THE SHAREHOLDERS OF
LS MASTERS HOLDINGS LIMITED

SCUPC

We have audited the accompanying Statement of Net Assets and Sharcholders’ interests of 118,
Masters: Holdings Limited for the yvear ended 30 June 2009, which comprise the Statement of
Investments, Statement of Operations and Accumulated Deficit, Cash Flows and the related notes.
Vhese financial statements have been prepared under the aceounting policies set out therein,

Respective responsibilities of directors and auditors

[t is the divectors” responsibility Tor preparing the accompanying Review of Operations, Dircetors
Report and the financial staicments in accordance with applicable taw, the Australian Stock Exchange
and tnternational Financial Reporting Standards.

Our responsibitity s 1o audis the financial statements in accordance with relevant regulmory
reguirements and International Standards on Aaditing (UK and retand).

We report to you our opinion as o whether the financial statements give a true and fair view. We
also report o you whether fn our opinion the information given in the Directors Report and Review of
Operations is conststent with the Naancial statements,

fn addition we report 1o vou if, i our opinion, the company has not kept proper acconnting records. it
we have not received all the information and explanations we requaire for our audit, or i information
specified by faw regarding directors” remuneration and other wansactions is not disclosed.

Weare nov cequived w form an opinion on the effectiveness of the company’s corporale zovernance
provedures o ifs risk and control procedures,

We read other information contained in the financial statements and consider whether it is consistent
with the audited financial statements. The other information comprises the Review of Operations and
Directors” Report. We consider the implications for our report if we become aware of any apparent
misstatements or material inconststencies with the financial stalements, Qur responsibilities do non
extend to any other information.

Basis of opinion

We conducted our audit in accordance with Jaternational Standards on Auditing (UK and Ireland)
isshed by the Auditing Practices Board,  An audit includes examination. on a test basis, of evidence
refevant o the amouonts and disclosures in the flnancial statements. 1 also includes an assessment of
the significant estimates. i applicable, and judgments made by the directors in the preparation of the
financial statements. and of whether the accounting policies are appropriate to the company’s
circumstances. consistently applied and adequately disclosed,

We planned and performed o andit so a8 o obtain all the information and explanations which we
considered necessary in order to provide us with sullicient evidence 1o give reasonable assurance that
the tinancial statements to be audiied are free frons material misstatement, whether caused by fraud or
other irregularity ar error. o forming our opinion we also evaluated the overall adequacy of the
presentation af information in the financial statemenis.




INDEPENDENT AUDITORS REPORT T0O THE SHAREHOLDERS OF
VLSO MASTERS HOLDINGS LIMITED {CONTINUED)

Opinion
T our apinion. the financial statements give a troe and (3ir view, in accordance with Ioternational
Financial Reporting Standards, of the stiwe of the company’s aituirs as at 30 June 2000 and of its loss

for the year then ended. The information giver in the Director's report and Review o Operations is

consisient with the fmancial skgemoenis,

Churchill & Co.
Chartered Accountants

Date oo Al gec




