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Lazard Australian Equity Fund
Directors' report

30 June 2009

Directors' report

The directors of Lazard Asset Management Pacific Co. (''the Responsible Entity'') submit herewith the annual
financial report of the Lazard Australian Equity Fund (''the Scheme'') for the financial year ended 30 June 2009. In
order to comply with the provisions of the Corporations Act 2001, the directors report as follows: 

Directors

The names of the directors of the Responsible Entity during or since the end of the financial year and up to the date
of this financial report are:

Ashish Bhutani
Nicholas Bratt
Robert Osborn
Robert Prugue
John Reinsberg

Principal activities

The Scheme is a registered managed investment scheme domiciled in Australia.

The principal activity of the Scheme is to invest funds in accordance with its investment objectives and guidelines
as set out in the current Product Disclosure Statement and in accordance with the provision of the Constitution.

The Scheme invests primarily but not exclusively in companies among the 200 largest listed on the Australian
Stock Exchange. The number of stocks will generally range from 25 to 45. That means we take active investment
decisions to invest in companies that we believe are out of favour for temporary reasons and are trading below their
intrinsic value.

There have been no significant changes in the activities of the Scheme during the financial year.

The Scheme did not have any employees during the financial year.

Service Providers

Responsible Entity - Lazard Asset Management Pacific Co.

Custodian - State Street Australia Limited

Auditor - Deloitte Touche Tohmatsu

Impact of applying Australian equivalents to International Financial Reporting Standards (AIFRS) for
financial reporting

It is the opinion of the directors that adopting AIFRS does not have unit pricing consequences, as the basis of unit
price accounting is as outlined in the Scheme's Constitution and the governing documents of the Scheme. The key
differences between net assets for unit pricing purposes and net assets as reported in the financial statements
prepared under AIFRS have been outlined below:

30 June 30 June
2009 2008

$ $

Net assets for unit pricing purposes 135,325,918 153,834,227
Purchase transaction costs expensed under AIFRS (78,376) (226,400)
Difference between net market value (for unit pricing) and fair value (for financial
reporting) of securities (720,539) (946,575)
Reclassification of net assets attributable to unitholders to liabilities (134,527,003) (152,661,252)
Net assets under AIFRS - -
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Lazard Australian Equity Fund
Directors' report

30 June 2009
(continued)

Directors' report (continued)
Review of operations

Results

The results of operations of the Scheme are disclosed in the Income Statement. The operating loss attributable to
unitholders for the financial year ended 30 June 2009 was $22,893,841 (30 June 2008: $57,310,253).

Distributions

The directors of the Responsible Entity report payment of distributions for the financial years ended 30 June 2009
and 30 June 2008 as follows:

I Class I Class W Class W Class

$
cents per

unit $
cents per

unit

Financial Year Ended
30 June 2009
Interim distribution paid on 30 October 2008 1,179,019 0.75 178,455 0.62
Interim distribution paid on 7 January 2009 2,340,515 1.51 411,744 1.35
Interim distribution paid on 8 April 2009 1,344,084 0.87 220,678 0.71
Final distribution paid on 10 July 2009 2,043,670 1.34 352,564 1.15
30 June 2008
Interim distribution paid on 19 September 2007 27,687,457 15.49 13,150,976 12.87
Interim distribution paid on 12 November 2007 14,013,468 9.79 9,514,797 8.17
Interim distribution paid on 3 April 2008 2,084,499 1.44 210,988 0.81
Final distribution paid on 8 July 2008 22,332,992 15.49 3,439,517 13.09

Performance

Investment objective

The Lazard Australian Equity Fund seeks to achieve total returns (includes income and capital appreciation before
the deduction of fees and taxes) that exceed those of the S&P/ASX 200 Accumulation Index by 3% per annum over
rolling three-year periods.

2009 2008 2007 2006 2005

Return to 30 June*
% % % % %

Total Return -12.7 -23.5 28.2 13.1 28.0
S&P/ASX 200 Accumulation Index -20.1 -13.4 28.7 23.9 26.4

* Past performance may not be indicative of future results. Performance is presented gross of fees and assumes reinvestment of all distributions.
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Lazard Australian Equity Fund
Directors' report

30 June 2009
(continued)

Directors' report (continued)
Commentary

Over the financial year to 30 June 2009 the Scheme fell 12.7%1. The market (S&P/ASX 200 Accumulation Index)
over the year was extremely weak (-37.1%) until 6 March 2009 and although the subsequent rally (+27%) to the
end of June 2009 was a relief, the financial year as a whole was still a very bad one for Australian equity investors
(-20.1%). The Scheme outperformed its benchmark for the year by 7.4%, but did not defend capital as well as we
would have liked. Both over the last year and longer-term, relative performance has been held back by an
unusually long period of conditions that have been unfavourable to all “Value” investors. Over the year the
underweight positions in Mining companies and Real Estate Investment Trusts (REITs) were net contributors.
Takeover bids for Macquarie Communications Infrastructure Group (MCG) and Lion Nathan also helped. We
played an active role in extracting a 50-cent per share “sweetener” from the bidder for MCG. Not holding Rio Tinto
added to relative returns, as it performed very poorly over the period. Conversely, not holding BHP Billiton
detracted, as while its share price fell, it fell considerably less than the market.  At around $33 a share, the shares
currently trade at similar levels to June 2007, just before the crisis began.  BHP’s consensus earnings per share
forecasts for fiscal 2010 were then US$2.35 and rising fast, today they are US$1.53.  Similarly, not holding
Commonwealth Bank of Australia detracted from relative performance. Banks in general fell significantly less than
the market over the year.  Fairfax Media detracted on a range of issues. Fairfax’s business is sensitive to
economic, and particularly advertising, cycles.  Its debt levels also concerned the market. Eventually, in February,
the company undertook a capital raising by way of a 3 for 5 equity issue and announced a halving of the forecast
dividend. These actions have almost eliminated gearing risk and we would now expect the market to focus more on
the earning fundamentals of the company. The rights issue was at a large discount but as holders we were happy
to take part and not be diluted. At levels reached at the end of financial year 2009 we believe the S&P/ASX 200
Index (the market) is about fairly valued. Based on our own, as well as independent, valuation measures, the
shares held in the Scheme are underpriced in the context of the market as a whole. We believe they will deliver
strong relative outperformance when this mispricing unwinds, which we expect it to do when conditions that are
more favourable to “Value” investing return.

1 Past performance may not be indicative of future results. Performance is presented gross of fees and assumes reinvestment of all distributions.  

Changes in state of affairs

During the financial year there were no significant changes in the state of affairs of the Scheme other than that
referred to in the financial statements or notes thereto.

Subsequent events

There has not been any matter or circumstance, other than that referred to in the financial statements or notes
thereto, that has arisen since the end of the financial year, that has significantly affected, or may significantly affect,
the operations of the Scheme, the results of those operations, or the state of affairs of the Scheme in future
financial years.

Future developments

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

Investment performance is not guaranteed and future returns may differ from past returns.  As investment
conditions change over time, past returns should not be used to predict future returns.

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

For the year ended 30 June 2009

Year ended
30 June 30 June

2009 2008
Notes $ $

INCOME
Dividends 8,977,886 13,378,105
Interest 71,683 271,646
Net gains/(losses) on investments 3 (30,698,544) (68,207,361)
Other operating income 28,383 -
TOTAL INCOME/(LOSS) (21,620,592) (54,557,610)

EXPENSES
Management costs 4 1,077,629 2,333,108
Transaction costs on purchases 78,376 226,400
Other operating expenses 7 117,244 193,135
TOTAL EXPENSES 1,273,249 2,752,643

PROFIT/(LOSS) ATTRIBUTABLE TO UNITHOLDERS (22,893,841) (57,310,253)

FINANCING COSTS ATTRIBUTABLE TO UNITHOLDERS
Distribution to unitholders 14 (8,070,729) (92,434,694)
(Increase)/decrease in liabilities attributable to unitholders 11 30,964,570 149,744,947
NET PROFIT/(LOSS) - -

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

As at 30 June 2009

As at
30 June 30 June

2009 2008
Notes $ $

ASSETS
Cash and cash equivalents 779,488 3,225,315
Receivables 9 1,464,744 1,823,700
Due from brokers - receivable for securities sold 192,907 112,102
Investments 8 134,686,324 174,362,117
TOTAL ASSETS 137,123,463 179,523,234

LIABILITIES (EXCLUDING LIABILITIES ATTRIBUTABLE TO
UNITHOLDERS)
Payables 10 200,226 364,077
Distributions payable 14 2,396,234 25,772,509
Due to brokers - payable for securities purchased - 725,396
TOTAL LIABILITIES (EXCLUDING LIABILITIES ATTRIBUTABLE TO
UNITHOLDERS) 2,596,460 26,861,982

NET ASSETS ATTRIBUTABLE TO UNITHOLDERS 134,527,003 152,661,252

LIABILITIES ATTRIBUTABLE TO UNITHOLDERS 11 134,527,003 152,661,252

NET ASSETS - -

The above balance sheet should be read in conjunction with the accompanying notes.
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Lazard Australian Equity Fund
Statement of changes in equity

For the year ended 30 June 2009

Year ended
30 June 30 June

2009 2008
$ $

TOTAL EQUITY AT THE BEGINNING OF THE FINANCIAL YEAR - -
Net profit/(loss) for the year - -
TOTAL RECOGNISED INCOME AND EXPENSE FOR THE FINANCIAL YEAR - -

Transactions with equity holders in their capacity as equity holders - -
Distributions to equity holders - -
TOTAL EQUITY AT THE END OF THE FINANCIAL YEAR - -

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

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Lazard Australian Equity Fund
Cash flow statement

For the year ended 30 June 2009

Year ended
30 June 30 June

2009 2008
Notes $ $

CASH FLOWS FROM OPERATING ACTIVITIES
Dividends received 6,155,436 9,971,255
Interest received 71,683 271,646
Other revenue received 11,624 84,111
Management costs paid (1,028,489) (2,307,084)
Payments of other expenses (129,531) (233,509)
NET CASH INFLOW FROM OPERATING ACTIVITIES 15(a) 5,080,723 7,786,419

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments 82,849,778 127,237,162
Purchase of investments (71,456,684) (140,466,990)
NET CASH INFLOW/(OUTFLOW) FROM INVESTING ACTIVITIES 11,393,094 (13,229,828)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from applications by unitholders 18,784,959 75,782,999
Payments for redemptions by unitholders (34,068,171) (71,098,046)
Distributions paid (3,636,432) (6,770,828)
NET CASH OUTFLOW FROM FINANCING ACTIVITIES (18,919,644) (2,085,875)

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS (2,445,827) (7,529,284)

Cash and cash equivalents at the beginning of the year 3,225,315 10,754,599

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 15(b) 779,488 3,225,315

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

30 June 2009
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Lazard Australian Equity Fund
Notes to the financial statements

30 June 2009
(continued)

1 Summary of significant accounting policies

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

Statement of compliance and basis of preparation

This general purpose financial report has been prepared in accordance with the Corporations Act 2001, Australian
Accounting Standards and Interpretations and complies with other requirements of the law. 

The financial statements were authorised for issue by the directors on 28 August 2009.

The financial report has been prepared on the basis of historical cost, except for the revaluation of certain non-
current assets and  financial instruments. Cost is based on the fair values of the consideration given in exchange
for assets.

In the application of AIFRS management is required to make judgments, estimates and assumptions about carrying
values of assets and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable under
the circumstance, the result of which form the basis of making the judgments. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods.

Judgments made by management in the application of AIFRS that have significant effects on the financial
statements and estimates with a significant risk of material adjustments in the next year are disclosed, where
applicable, in the relevant notes to the financial statements.

Compliance with International Financial Reporting Standards ("IFRS")

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

Adoption of new and revised accounting standards

In the current year, the Scheme has elected to early adopt the following accounting standard: 

• AASB 8 Operating Segments. The directors of the Responsible Entity have elected under s.334(5) of the
Corporations Act 2001 to apply Accounting Standard AASB 8 'Operating Segments' in the current accounting
period, even though this Standard is not required to be applied until annual reporting periods beginning on or
after 1 January 2009. Because the Scheme does not have on issue any debt or equity securities that are traded
in a public market and is not in the process of issuing any class of instruments in a public market, the Scheme
is not required to present segment reporting information under AASB 8, and accordingly none has been
included in this financial report. 

Significant Accounting Policies

(a) Financial instruments

(i) Classification

The Scheme's investments are categorised at fair value through profit or loss.  They comprise:

• Financial instruments held for trading

These include derivative financial instruments including futures, forward contracts, options and interest rate
swaps. The Scheme does not designate any derivatives as hedges in a hedging relationship.
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Lazard Australian Equity Fund
Notes to the financial statements

30 June 2009
(continued)

1 Summary of significant accounting policies (continued)

(a) Financial instruments (continued)

• Financial instruments designated at fair value through profit or loss upon initial recognition

These include financial assets that are not held for trading purposes and which may be sold.  These are
investments in listed equities.

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

(ii) Recognition/derecognition

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

Investments are derecognised when the right to receive cashflows from the investments have expired or the
Scheme has transferred substantially all risks and rewards of ownership.

(iii) Measurement

(a) Financial assets and liabilities held at fair value through profit or loss

Financial assets and liabilities held at fair value through profit or loss are measured initially at fair value excluding
any transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial
liability. Transaction costs on financial assets and financial liabilities at fair value through profit or loss are expensed
immediately. Subsequent to initial recognition, all instruments held at fair value through profit or loss are measured
at fair value with changes in their fair value recognised in the income statement as part of net gains or losses on
investments.

• Fair value in an active market

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

• Fair value in an inactive or unquoted market

The fair value of financial assets and liabilities that are not traded in an active market is determined using
valuation techniques. These include the use of recent arm’s length market transactions, reference to the current
fair value of a substantially similar other instrument, discounted cash flow techniques, option pricing models or
any other valuation technique that provides a reliable estimate of prices obtained in actual market transactions.

Where discounted cash flow techniques are used, estimated future cash flows are based on management’s
best estimates and the discount rate used in a market rate at the balance sheet date applicable for an
instrument with similar terms and conditions.

(b) Loans and receivables

Trade receivables, loans, dividends and other receivables are recorded at amortised cost less impairment.

(iv) Offsetting financial instruments

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

30 June 2009
(continued)

1 Summary of significant accounting policies (continued)

(b) Liabilities attributable to unitholders

Units are redeemable at the unitholders' option and are therefore classified as financial liabilities.  The units can be
put back to the Scheme at any time subject to any overriding restrictions outlined in the Scheme's Constitution or
offer documents for cash equal to a proportionate share of the Scheme's net asset value.  The fair value of
redeemable units is measured at the redemption amount that is payable (based on the redemption unit price) at the
balance sheet date if unitholders exercised their right to put the units back to the Scheme.  Because the Scheme's
redemption unit price is based on different valuation principles to that applied in financial reporting, a valuation
difference exists, which has been treated as a separate component of liabilities attributable to unitholders.

(c) Cash and cash equivalents

Cash and cash equivalents includes cash on hand and deposits held at call with banks.

(d) Investment income

Interest income is recognised on a time proportionate basis taking into account the effective yield on the financial
assets.

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

Trust distributions are recognised on an entitlements basis.

(e) Expenses

All expenses, including management costs, are recognised in the income statement on an accruals basis.

(f) Income tax

Under current income tax legislation the Scheme is not liable to pay income tax as net income of the Scheme is
assessable in the hands of the beneficiaries (the unitholders) who are ‘presently entitled’ to the income of the
Scheme. There is no income of the Scheme to which the unitholders are not presently entitled and additionally, the
Scheme's Constitution requires the distribution of the full amount of the net income of the Scheme to the
unitholders each period.

As a result, deferred taxes have not been recognised in the financial statements in relation to differences between
the carrying amounts of assets and liabilities and their respective tax bases, including taxes on capital gains which
could arise in the event of a sale of investments for the amount at which they are stated in the financial statements. 
In the event that taxable gains are realised by the Scheme, these gains would be included in the taxable income
that is assessable in the hands of the unitholders as noted above.

Realised capital losses are not distributed to unitholders but are retained within the Scheme to be offset against
any realised capital gains.  The benefit of any carried forward capital losses are also not recognised in the financial
statements.  If in any period realised capital gains exceed realised capital losses, including those carried forward
from earlier periods and eligible for offset, the excess is included in taxable income that is assessable in the hands
of unitholders in that period and is distributed to unitholders in accordance with the requirements of the Scheme's
Constitution.

-17-



Lazard Australian Equity Fund
Notes to the financial statements

30 June 2009
(continued)

1 Summary of significant accounting policies (continued)

(g) Distributions

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

Distributions to unitholders comprise the taxable income of the Scheme to which the unitholders are presently
entitled. The distributions are generally payable at the end of September, December, March and June quarters.

(h) Increase/decrease in liabilities attributable to unitholders

Movements in liabilities attributable to unitholders are recognised in the income statement as finance costs
attributable to unitholders. 

Non-distributable income is included in liabilities attributable to unitholders and may consist of unrealised changes
in the fair value of financial instruments held at fair value through profit or loss, derivative financial instruments,
accrued income not yet assessable, expenses provided or accrued for which are not yet deductible, net capital
losses and tax free or tax deferred income. Net capital gains on the realisation of any financial instruments
(including any adjustments for tax deferred income previously taken directly to liabilities attributable to unitholders)
and accrued income not yet assessable will be included in the determination of distributable income in the same
year in which it becomes assessable for tax. 

(i) Foreign currency translation

i) Functional and presentation currency

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

ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translations at year end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement.

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

(j) Due from/to brokers

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

30 June 2009
(continued)

1 Summary of significant accounting policies (continued)

(k) Payables

Payables includes liabilities and accrued expenses owing by the Scheme which are unpaid as at balance date.

Trades are recorded on trade date, and normally settled within three business days. Purchases of financial
instruments that are unsettled at reporting date are included in payables.

The distribution amount payable to unitholders as at the reporting date is recognised separately on the balance
sheet as unitholders are presently entitled to the distributable income as at 30 June 2009 under the Scheme's
Constitution.

(l) Applications and redemptions

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

Unit application and redemption prices are determined by reference to the net assets of the Scheme divided by the
number of units on issue adjusted for the buy/sell spread.

(m) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except:

i) where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as part of the
cost of the acquisition of an asset or as part of an item of expenses; or

ii) for receivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or
payables.

Cash flows are included in the cash flow statement on a gross basis.  The GST component of cash flows arising
from investing and financing activities which is recoverable from, or payable to, the taxation authority is classified as
operating cash flows.

(n) New accounting standards and interpretations

Certain new accounting standards and interpretations have been published that are not mandatory for 30 June
2009 reporting periods. The directors' assessment of the impact of these new standards (to the extent relevant to
the Scheme) and interpretations is set out below:

(i) Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to Australian
Accounting Standards arising from AASB 101 (effective from 1 January 2009)

The revised AASB 101 requires the presentation of a statement of comprehensive income and makes changes to
the statement of changes in equity, but will not affect any of the amounts recognised in the financial statements. If
an entity has made a prior period adjustment or has reclassified items in the financial statements, it will need to
disclose a third balance sheet (statement of financial position), this one being as at the beginning of the
comparative period. The Scheme will apply the revised standard from 1 July 2009.

(ii) AASB 132 Financial Instruments: Presentation and AASB 2008-2 Amendments to Australian Accounting
Standards - Puttable Financial Instruments and Obligations Arising on Liquidation (Revised AASB 132) (effective
from 1 January 2009)

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

30 June 2009
(continued)

2 Financial risk management
The Scheme’s activities expose it to a variety of financial risks: market risk (including price risk and interest rate
risk), credit risk and liquidity risk. 

The Scheme’s overall risk management programme focuses on ensuring compliance with the Scheme's Product
Disclosure Statement and seeks to maximise the returns derived for the level of risk to which the Scheme is
exposed. 

Financial risk management is carried out by the investment management department under policies approved by
the Board of Directors of the Responsible Entity (the Board). The Scheme uses different methods to measure
different types of risk to which it is exposed. These methods include sensitivity analysis in the case of interest rate
and price risks and ratings analysis for credit risk.

(a) Market risk

(i) Price Risk

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

The Investment Manager mitigates this price risk through diversification and a careful selection of securities and
other financial instruments within specified limits set by the Board. The majority of the Scheme’s equity investments
are publicly traded on Australian Stock Exchange. 

The table on page 22 summarises the impact of an increase/decrease of the S&P/ASX 200 Accumulation Index on
the Scheme’s net assets attributable to unitholders at 30 June 2009. The analysis is based on the assumptions that
the index increased/decreased by 10% (2008: 10%) with all other variables held constant and that the fair value of
the Scheme’s portfolio of equity securities moved according to the historical correlation with the index.

(ii) Foreign exchange risk

There is no significant direct foreign currency risk in this Scheme as the Scheme invests primarily in companies
listed on the Australian Stock Exchange. 

(iii) Interest rate risk

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

The impact of changes in interest rates will not have a material effect on the financial position or cash flows of the
Scheme due to the cash balance being on average a small percentage of the Scheme’s assets. Accordingly no
sensitivity analysis has been prepared for interest rate risk.
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Lazard Australian Equity Fund
Notes to the financial statements

30 June 2009
(continued)

2 Financial risk management (continued)

(a) Market risk (continued)

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

Floating  Fixed interest rate

30 June 2009
interest rate 1 year or

less
1 to 5
years

Over 5
years

Non interest
bearing Total

$ $ $ $ $ $

Assets
Cash and cash equivalents 779,488 - - - - 779,488
Receivables - - - - 1,464,744 1,464,744
Due from brokers - receivable for securities sold - - - - 192,907 192,907
Investments - - - - 134,686,324 134,686,324
Total assets 779,488 - - - 136,343,975 137,123,463

Liabilities
Payables - - - - 200,226 200,226
Distributions payable - - - - 2,396,234 2,396,234
Total liabilities (excluding liabilities
attributable to unitholders) - - - - 2,596,460 2,596,460

Liabilities attributable to unitholders 779,488 - - - 133,747,515 134,527,003

Floating  Fixed interest rate

30 June 2008
interest rate 1 year or

less
1 to 5
years

Over 5
years

Non interest
bearing Total

$ $ $ $ $ $

Assets
Cash and cash equivalents 3,225,315 - - - - 3,225,315
Receivables - - - - 1,823,700 1,823,700
Due from brokers - receivable for securities
sold - - - - 112,102 112,102
Investments - - - - 174,362,117 174,362,117
Total assets 3,225,315 - - - 176,297,919 179,523,234

Liabilities
Payables - - - - 364,077 364,077
Distributions payable - - - - 25,772,509 25,772,509
Due to brokers - payable for securities
purchased - - - - 725,396 725,396
Total liabilities (excluding liabilities
attributable to unitholders) - - - - 26,861,982 26,861,982

Liabilities attributable to unitholders 3,225,315 - - - 149,435,937 152,661,252

An analysis of financial liabilities by maturity is provided in paragraph (d) below.
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2 Financial risk management (continued)

(b) Summarised sensitivity analysis

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

Price risk
Effect on net assets and

profit attributable to
unitholders

-10% +10%

$ $

30 June 2009 (11,046,695) 11,046,695

30 June 2008 (12,323,517) 12,323,517

In determining the impact of an increase/decrease in net assets attributable to unitholders arising from market risk,
the Responsible Entity has considered prior period and expected future movements of the portfolio based on
market information.

(c) Credit risk

Credit risk primarily arises from investments in cash and cash equivalents, deposits with banks and other financial
institutions and amounts due from brokers. None of these assets are impaired nor past due. 

The Scheme does not have any significant credit risk exposure to any single counterparty or counterparties having
similar characteristics. In addition, cash and cash equivalents along with deposits with banks and other financial
institutions are covered by the Australian Federal Government guarantee on deposits.

In the opinion of the Responsible Entity, the carrying amount of these financial assets represents the maximum
credit risk exposure on the balance sheet date.

(d) Liquidity Risk

The Scheme is exposed to daily cash redemptions of redeemable units. Other than cash, the Scheme holds
investments that are traded in an active market and can be readily disposed. The Scheme’s listed securities are
considered readily realisable, as they are publicly traded on the Australian Stock Exchange.

The Scheme’s policy is to hold 100% of the net assets attributable to unitholders in liquid investments. 
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2 Financial risk management (continued)

(d) Liquidity Risk (continued)

The table below analyses the Scheme’s financial liabilities into relevant maturity groupings based on the remaining
period to the earliest possible contractual maturity date at the year end date. The amounts in the table are
contractual undiscounted cash flows.

Less than 1
month 1-6 months 6-12 months At call Total

$ $ $ $ $

At 30 June 2009
Payables 200,226 - - - 200,226
Distributions payable 2,396,234 - - - 2,396,234
Due to brokers - payable for securities
purchased - - - - -
Liabilities attributable to unitholders - - - 134,527,003 134,527,003
Total financial liabilities 2,596,460 - - 134,527,003 137,123,463

At 30 June 2008
Payables 344,157 19,920 - - 364,077
Distributions payable 25,772,509 - - - 25,772,509
Due to brokers - payable for securities
purchased 725,396 - - - 725,396
Liabilities attributable to unitholders - - - 152,661,252 152,661,252
Total financial liabilities 26,842,062 19,920 - 152,661,252 179,523,234

(e) Fair value estimation

The majority of the Scheme's financial assets and financial liabilities included in the Balance Sheet are carried at
fair value. The fair value of financial assets and financial liabilities has been determined in accordance with note 1
to the financial statements.

The Scheme does not have significant holdings of investments which are not readily traded on original markets in
standardised form or for which prices are not readily available.

3 Net gains/(losses) on investments

30 June 30 June
2009 2008

$ $

Financial assets
Realised gains/(losses) on disposal of investments (17,326,734) 75,077,622
Unrealised changes in the fair value of investments (13,371,810) (143,284,983)
Total net gains/(losses) on investments (30,698,544) (68,207,361)
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4 Management Costs

Management Costs for the Scheme include both Investment Costs and Administration Costs paid to the
Responsible Entity.

The Management costs disclosed in the Income Statement are outlined below.

30 June 30 June
2009 2008

$ $

I Class Units 901,242 1,687,354
W Class Units 176,386 645,754
Total 1,077,629 2,333,108

5 Indirect Cost Ratio (ICR)

The indirect cost ratio for the Scheme is the ratio of the Scheme's Management Costs to the Scheme's average Net
Asset Value.

The ICR of the Scheme is shown in the following table.

30 June 30 June
2009 2008

% %

ICR - I Class 0.75 0.75
ICR - W Class 0.90 0.90

6 Auditor's remuneration

During the year the following fees were paid or payable by the Responsible Entity for services provided by the
auditor of the Scheme:

30 June 30 June
2009 2008

$ $

Auditing the financial report 23,260 22,300
Other non-audit services 8,600 7,850

31,860 30,150

The auditor of Lazard Australian Equity Fund is Deloitte Touche Tohmatsu.
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7 Other operating expenses

30 June 30 June
2009 2008

$ $

Dividend withholding tax expenses 117,244 193,135
117,244 193,135

8 Investments

30 June 30 June
2009 2008

Fair value Fair value
$ $

At fair value
Listed equities 134,686,324 174,362,117

134,686,324 174,362,117

Investments that individually represent more than 5% of the total value of the investments of the Scheme as at 30
June are disclosed below:

Material investments

Security Description Principal activity Fair value

Percentage
ownership

interest held

Percentage
of Total
Value

$ % %

2009
Telstra Corporation Telecommunications 10,667,760 <1 7.92
National Australia Bank Banking and financial services 7,880,075 <1 5.85
Total 18,547,835

Security Description Principal activity Fair value

Percentage
ownership

interest held

Percentage
of Total
Value

$ % %

2008
Telstra Corporation Telecommunications 14,729,599 <1 8.45
Australia & New Zealand Banking Group Banking and financial services 12,775,576 <1 7.33
National Australia Bank Banking and financial services 12,526,285 <1 7.18
Brambles Ltd Commercial Services 9,523,295 <1 5.46
Total 49,554,755
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9 Receivables

30 June 30 June
2009 2008

$ $

Dividends and distributions receivable 1,294,639 1,772,611
Applications receivable 148,147 45,890
Goods and services tax receivable 21,958 5,199

1,464,744 1,823,700

10 Payables

30 June 30 June
2009 2008

$ $

Management costs payable 83,399 116,879
Redemption payable 109,194 227,278
Other payables 7,633 19,920

200,226 364,077

11 Liabilities attributable to unitholders

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

Each unit represents a right to an individual share in the Scheme per the Constitution. Each unit has the same
rights attaching to it as all other units in the same class.

30 June 30 June 30 June 30 June
2009 2008 2009 2008
No. No. $ $

I Class Units
Opening balance 144,191,732 220,111,345 132,185,121 365,369,757
Applications 15,886,055 50,200,885 11,901,410 73,892,995
Redemptions (37,491,515) (181,118,682) (29,491,563) (281,847,025)
Units issued upon reinvestment of
distributions 30,474,667 54,998,184 27,183,465 86,536,009
Increase/(decrease) in liabilities
attributable to unitholders - - (26,787,694) (111,766,615)
Closing balance 153,060,939 144,191,732 114,990,739 132,185,121
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11 Liabilities attributable to unitholders (continued)

30 June 30 June 30 June 30 June
2009 2008 2009 2008
No. No. $ $

W Class Units
Opening balance 26,267,485 85,238,821 20,476,131 127,533,614
Applications 10,297,213 22,752,439 7,068,426 29,618,381
Redemptions (6,737,771) (104,565,583) (4,458,524) (128,702,804)
Units issued upon reinvestment of
distributions 828,170 22,841,808 627,107 30,005,272
Increase/(decrease) in liabilities
attributable to unitholders - - (4,176,876) (37,978,332)
Closing balance 30,655,097 26,267,485 19,536,264 20,476,131

Total liabilities attributable to
unitholders 183,716,036 170,459,217 134,527,003 152,661,252

Capital risk management

The Scheme manages its liabilities attributable to unitholders as capital. The amount of liabilities attributable to
unitholders can change significantly on a daily basis as the Scheme is subject to daily applications and
redemptions at the discretion of unitholders.

12 Realised capital gains/losses

Capital losses available to offset future assessable capital gains were $36,298,144 (2008: $Nil).

13 Unrealised taxable capital gains/losses

Net unrealised taxable capital losses were $49,145,967 (2008: $34,570,713 loss). If these losses were realised
they could be used to offset any realised capital gains.

-27-



Lazard Australian Equity Fund
Notes to the financial statements

30 June 2009
(continued)

14 Distribution to unitholders
Provision for distribution payable

30 June 30 June 30 June 30 June
2009 2009 2008 2008

$ cents per unit $ cents per unit

I Class Units
Opening balance 22,332,992 15.49 42,774,237 19.44
Additional provisions for distributions
recognised 6,907,288 4.47 66,118,416 42.21
Distribution paid during the period (27,196,610) (18.62) (86,559,661) (46.16)

Closing balance 2,043,670 1.34 22,332,992 15.49

30 June 30 June 30 June 30 June
2009 2009 2008 2008

$ cents per unit $ cents per unit

W Class Units
Opening balance 3,439,517 13.09 13,875,687 16.28
Additional provisions for distributions
recognised 1,163,441 3.83 26,316,278 34.94
Distribution paid during the period (4,250,394) (15.77) (36,752,448) (38.13)

Closing balance 352,564 1.15 3,439,517 13.09

Total closing balance 2,396,234 25,772,509

Distributions paid and payable
30 June 30 June 30 June 30 June

2009 2009 2008 2008
$ cents per unit $ cents per unit

I Class Units
Interest income 74,540 0.05 64,742 0.05
Australian dividend income 7,195,742 4.65 10,434,046 6.84
Other income 14,847 0.01 - -
Discounted capital gains - - 28,224,557 17.94
CGT concession - - 28,224,557 17.94
Other capital gains - - 148,381 0.08
Foreign income 1,847,413 1.19 2,478,218 1.62
Franking credits (2,110,890) (1.36) (3,278,901) (2.15)
Foreign tax credits (114,364) (0.07) (177,184) (0.11)

6,907,288 4.47 66,118,416 42.21
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14 Distribution to unitholders (continued)

30 June 30 June 30 June 30 June
2009 2009 2008 2008

$ cents per unit $ cents per unit

W Class Units
Interest income 15,205 0.05 9,693 0.04
Australian dividend income 1,206,090 3.98 3,823,702 5.33
Discounted capital gains - - 11,477,995 15.06
CGT concession - - 11,477,995 15.06
Other capital gains - - 70,606 0.07
Foreign income 310,790 1.02 750,795 1.24
Franking credits (349,938) (1.16) (1,229,523) (1.77)
Foreign tax credits (18,706) (0.06) (64,985) (0.09)

1,163,441 3.83 26,316,278 34.94
Total distributions paid and payable 8,070,729 92,434,694

The final distribution in respect of units for the year ended 30 June 2009 has been recognised in this financial
report, as under the Scheme's Constitution, unitholders are entitled to receive a distribution equal to the full amount
of assessable income, notwithstanding the fact that the amount of the final distribution was quantified subsequent
to 30 June 2009.

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

30 June 30 June
2009 2008

$ $

(a) Reconciliation of net profit/(loss) to net cash inflow/(outflow) from
operating activities
Net profit/(loss) - -
Finance costs attributable to unitholders (22,893,841) (57,310,253)
Net (gains)/losses on investments 30,698,544 68,207,361
Transaction costs on purchases 78,376 226,400
Dividend income reinvested (3,300,422) (5,890,280)
Management fee rebates reinvested 82,620 252,514
Net change in receivables 461,213 2,567,541
Net change in payables (45,767) (266,864)
Net cash inflow/(outflow) from operating activities 5,080,723 7,786,419

(b) Cash and cash equivalents
Cash as at the end of the financial year as shown in the cash flow statement is
reconciled to the statement of financial position as follows:
Cash and cash equivalents 779,488 3,225,315

(c) Non-cash financing activities
Income distributions reinvested by unitholders for additional units in Scheme 27,810,572 116,541,281
During the year, the following application has been satisfied by in specie asset
transfers - 28,504,329
During the year, the following redemption has been satisfied by in specie asset
transfers - 339,228,363
Management fee rebates reinvested by unitholders for additional units in the
Scheme 82,620 252,514
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16 Related party disclosure

(a) Responsible Entity, Manager and Custodian

The Responsible Entity of the Scheme is Lazard Asset Management Pacific Co. (ABN 13 065 523 619), a company
incorporated in and operating in Australia. Its principal registered office and principal place of business is as
follows:

Level 39, Gateway
1 Macquarie Place
Sydney NSW 2000

Lazard Asset Management Pacific Co. is a wholly owned subsidiary of Lazard Asset Management LLC, a Delaware
Limited Liability company. On 5 May 2005, Lazard LLC, the ultimate holding company of Lazard Asset
Management LLC announced certain changes to its ownership structure. On that date, shares of Lazard Ltd, a
newly formed Bermuda corporation, began trading publicly on the New York Stock Exchange. Interests in Lazard
Ltd are held by public stockholders, as well as by current and former managing directors of Lazard LLC, which
changed its name to Lazard Group LLC. As before the initial public offering of shares, Lazard Group LLC continues
to be the sole member of Lazard Freres & Co. LLC, a New York limited liability company, which continues to be the
holding company of Lazard Asset Management LLC.  However, the day-to-day management and operations of
Lazard Asset Management LLC and Lazard Asset Management Pacific Co have not changed as a result.
Transactions with entities related to Lazard Asset Management Pacific Co. are disclosed below.

Lazard Asset Management Pacific Co. acts as the Manager of the Scheme. State Street Australia Limited is the
Custodian.

Key management personnel

The names of the key management personnel of the Scheme during the financial year were:

Ashish Bhutani (Director)
Nicholas Bratt (Director)
Robert Osborn (Director)
Robert Prugue (Director)
John Reinsberg (Director)

The positions noted above for the Scheme's key management personnel are the positions held within the
Responsible Entity and not the Scheme itself.

The aggregate remuneration paid to the key management personnel of the Responsible Entity in respect of their
responsibilities to the Scheme during the year was:

2009 2008
$ $

Short-term employee benefits 53,197 67,360
Post-employment benefits - -
Other long-term benefits 49,289 -
Termination benefits - -
Share-based payment - -

102,486 67,360

The aggregate remuneration paid to the key management personnel of the Responsible Entity has been calculated
based on the funds under management of the Scheme divided by the total funds under management managed by
the Responsible Entity.
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16 Related party disclosure (continued)

(b) Holdings of units by related parties

No units were held by the Responsible Entity or its associates in the Scheme at any time during the financial years
ended 30 June 2009 and 30 June 2008.

No key management personnel or any of their related entities held units or had options granted in the Scheme,
either directly, indirectly, or beneficially during the financial years ended 30 June 2009 and 30 June 2008.

(c) Key management personnel's loans

No loans were made by the Scheme to the key management personnel and/or their related parties.

(d) Transactions with related parties

Transactions with related parties have taken place at arms length and in the ordinary course of business.

Management costs of $1,077,629 (2008: $2,333,108) were paid or payable to the Responsible Entity directly by the
Scheme.

No amounts were paid or payable by the Scheme directly to the directors of the Responsible Entity.

30 June 30 June
2009 2008

$ $

Management costs for the year by the Scheme paid to the Responsible Entity 1,077,629 2,333,108
Aggregate amounts payable to the Responsible Entity at the reporting date 83,399 116,879

(e) Investments in related parties

No investments in related parties were held during the financial year (2008: $Nil).

17 Events occurring after the balance sheet date

There has not been any matter or circumstance that has occurred subsequent to the balance date that would
require adjustments to, or disclosure within, the financial report.

18 Contingent assets and liabilities and commitments

There are no outstanding contingent assets and liabilities or commitments as at 30 June 2009 and 30 June 2008.
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