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LIFE SETTLEMENTS WHOLESALE FUND

This annual report covers Life Settlements Wholesale Fund as a consolidated entity and is 

presented in United States Dollars. 

The responsible entity of Life Settlements Wholesale Fund is GI Asset Management Limited 

(incorporated in Australia).

The responsible entity's registered office is:

Level 2, 56-58 Nerang Street, Southport QLD 4215

ANNUAL REPORT for the year ended 30 June 2017

ARSN 110 346 695



Principal Activities

Expenses

30-June-2017 30-June-2016

$ $

Responsible entity's fees 70,610             70,866             

Directors

Ian Sidney Cotton - Appointed 28 November, 2012

Stephen George Knott - Appointed 28 November, 2012

R. Laken Mitchell III - Appointed 28 November, 2012

Robert White - Appointed 28 November, 2012
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for the year ended 30 June 2017

Directors' Report

Life Settlements Wholesale Fund

The directors of GI Asset Management Limited (the Responsible Entity or GIAM), the Responsible Entity

of Life Settlements Wholesale Fund (the Fund), present this report together with the consolidated

financial report of the Fund, for the year ended 30 June 2017 and the auditor's  report thereon.

In the past the principal activity of the Fund was to hold and manage a portfolio of Life Settlement

Policies through direct investment. The Fund now invests indirectly in Life Settlement Policies by holding

shares in the GIS General Fund, the first approved sub-fund of Global Insurance Settlements Funds PLC.

The Global Insurance Settlements Funds PLC, is a listed Irish company specialising in life settlements and

registered as a Qualifying Investor Fund with the Central Bank of Ireland. 

Director, aged 53, residing in the United States of America. Chief Operations Officer of CMG Surety LLC

and CMG Life Services, Inc.

The directors of GI Asset Management Limited, the Responsible Entity, during the financial year and up

to the date of this report were:

The Fund is a registered managed investment scheme domiciled in Australia. The Fund was constituted

on 2 August 2004 and was registered as a managed investment scheme by the Australian Securities and

Investments Commission on 18 August 2004.

No other significant changes in the nature of the principal activities of the Fund occurred during the year.

The Fund did not have any employees during the year. All fees and expenses applicable to the Fund

under its constitution were met by the Fund during the reporting period. The following fees were paid to

the Responsible Entity out of Fund property during the financial year:

Director and Chairman residing in the United States of America, aged 79. Formerly a Chartered

Accountant, Chairman of a listed company and partner of Deloitte Touche Tomatsu.

Compliance Director and Member of the Investment Management Committee of the Life Settlements

Wholesale Fund, aged 59.

Director residing in the United States of America, aged 67. Current President and founder of CMG Surety

LLC and CMG Life Services, Inc, (Tennessee, USA) and has served as a director and/or officer of a

number of investment ventures.  A former Assistant Attorney General of Tennessee, USA.

The number of investors has increased from 337 to 354 due to some platform investors becoming direct

investors. 



Directors (continued)

Stephanie Jane Nolan - Appointed 28 November, 2012

Review of Operations

Results

30-June-2017 30-June-2016

$ $

73,030             (223,840)          

Unit Prices (Ex-distribution)

$AUD $USD $AUD $USD

Issue price 1.2359             0.7839             1.2743             0.7802             

Redemption price 1.2297             0.7799             1.2679             0.7762             

Units on Issue
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The movement in units on issue in the Fund during the year is disclosed in Note 8 of the financial 

statements.

Director, aged 49, residing in Australia. Chief Operating Officer of GI Asset Management Limited and

General Manager of LSI Management Limited. Member of the Investment Management Committee of the

Life Settlements Wholesale Fund.

The Fund continued to invest in shares of the GIS General Fund in accordance with its investment

strategy as detailed in the current product disclosure statement.

As at 30 June 2017 the Fund owns 15,018,444 shares (2016: 14,933,278) in GIS General Fund and has had a

movement in net assets attributable to unit holders from $15,591,877 at 30 June 2016 to $15,664,908 as at

30 June 2017.

The performance of the Fund as represented by the results of its operations was as follows:

30-June-201630-June-2017

The Responsible Entity and its associates have not held any units in the Fund during the financial year,

other than as disclosed in Note 15.

Net operating profit/(loss) before increase/(decrease) in net assets 

attributable to unit holders

Life Settlements Wholesale Fund

for the year ended 30 June 2017

Directors' Report (continued)

The basis for valuation of the Fund's assets is disclosed in Note 2 to the financial statements.

In prior periods, the Fund allocated all the gains and losses on its foreign exchange hedging to the AUD

Units, in order to reduce the exposure of AUD Units to foreign currency exchange rate fluctuations. The

above differential between the AUD Unit price equivalent and US Dollar Unit price reflects this

allocation. During the current and prior period the Fund has not entered into any foreign exchange

hedges.

During the year the Fund made no withdrawal offers available to investors.  



Amounts attributable to unit holders 30-June-2017 30-June-2016

$ $

Value of Net Assets 15,664,909      15,591,877      

Valuation methodology

Significant Changes in the State of Affairs

After Balance Date Events
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At the end of November 2013 the Directors reviewed the status of the Fund and its liquidity provisions.

Having regard to the prevailing conditions, the Board was of the unanimous opinion that it was in the

best interests of the unit holders that the Fund be declared a Non Liquid managed investment scheme

effective as of 3rd December 2013. Refer to note 2(c) Going Concern.       

When the Fund is not liquid, Unit holders have no right to withdraw from the Fund unless there is a

withdrawal offer currently open for acceptance by unit holders.

The Fund issued a new Product Disclosure Statement effective January 30th 2014 which remains current

at the date of this report.

The value of the Life Settlements held by the GIS General Fund is determined by the Investment Manager

(LSFL) on a monthly basis using ClariNetTM, a business management and valuation software system

developed by Clearlife Limited for use in the life settlements and longevity markets. The valuations are

based on the "probabilistic approach”, an actuarial method that fits the policies’ cash flows (premium

payments and death benefits) to a monthly mortality scale as generated by the specific life expectancy of

each insured. This mortality scale is actuarially rolled forward from the life expectancy underwriting date

to the valuation date.

The valuations are subject to independent verification by an Independent Actuarial firm at intervals of

not more than 6 months. 

Directors' Report (continued)

for the year ended 30 June 2017

The primary element in determining the value of the Fund is value of the shares held in the GIS General

Fund. The GIS General Fund redemption price is determined by its administrator and is then reviewed

and approved  by Life Settlements Funds Limited (LSFL) monthly.

In the opinion of the Responsible Entity there were no significant changes in the state of affairs of the

Fund during or since the end of the financial year.

There are no matters or circumstances have arisen since the end of the financial year which significantly

affected or may significantly affect the operations of the Fund, the results of those operations, or the state

of affairs of the Fund in subsequent financial years.

Life Settlements Wholesale Fund
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Liability limited by a scheme approved under 
Professional Standards Legislation. 

KPMG, an Australian partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG 
International Cooperative (“KPMG International”), a Swiss entity. 

Lead Auditor’s Independence Declaration under 

Section 307C of the Corporations Act 2001 
 

To the Directors of GI Asset Management Limited, the Responsible Entity of Life 
Settlements Wholesale Fund 

 

I declare that, to the best of my knowledge and belief, in relation to the audit of Life Settlements 
Wholesale Fund for the financial year ended 30 June 2017 there have been: 

i. no contraventions of the auditor independence requirements as set out in the 
Corporations Act 2001 in relation to the audit; and 

ii. no contraventions of any applicable code of professional conduct in relation to the audit. 

 

 

 

 

 

KPMG JJ Frazer

 Partner

 Gold Coast

 26 September 2017
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Trade and other receivables

Basis of preparation

Other operating expenses

Economic dependency

Financial instruments

Life Settlements Wholesale Fund

for the year ended 30 June 2017

Contents of the consolidated financial statements

Distributions to unit holders

Cash and cash equivalents

General information

Net assets attributable to unitholders

Auditor's remuneration

Gains and losses from financial assets held at fair value through profit 

and loss

Summary of significant accounting policies

Events occurring after the balance sheet date

Interest income

Controlled entities

Withholding tax

Trade and other payables

Related party transactions

Reconciliation of net profit/(loss) to net cash flows from operating 

activities.

Financial assets held at fair value through profit and loss



Notes 30-June-2017 30-June-2016

USD USD

Income

Net changes in fair value of investments 7 (673,689)          (586,634)            

Dividends 900,698           577,359             

Interest income 4 258                  549                    

Foreign exchange gains/(losses) (759)                 (1,303)                

Other operating income 33,710             -                         

Total income 260,218           (10,029)              

Expenses

Responsible entity's fees 70,610             70,866               

Other operating expenses 5 116,578           142,945             

Total expenses 187,188           213,811             

Profit/(Loss) from operating activities before finance 

costs 73,030             (223,840)            

Distribution expense to unit holders 9 -                       -                         

Change in net assets attributable to unit holders/Total 

Comprehensive Income/(Loss) 8 73,030             (223,840)            

8                        

Life Settlements Wholesale Fund

Consolidated Statement of Comprehensive Income

for the year ended 30 June 2017

The above Consolidated Statement should be read in conjunction with the accompanying notes.

Finance costs
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The above Consolidated Statement should be read in conjunction with the accompanying notes.

Life Settlements Wholesale Fund

Consolidated Statement of Changes in Equity

for the year ended 30 June 2017

The Fund's net assets attributable to unit holders are classified as a liability under AASB 132 

Financial Instruments: Presentation . As the Fund has no equity, no items of changes in equity have

been presented for the current or comparative year.  



Notes 30-June-2017 30-June-2016

USD USD

Assets

Cash and cash equivalents 10 157,927           133,464             

Trade and other receivables 11 641,000           -                         

Financial assets held at fair value through profit or loss 12 14,905,806      15,488,796        

Total assets 15,704,733      15,622,260        

Liabilities

Trade and other payables 13 39,824             30,383               

Total liabilities (excluding net assets attributable to 

unit holders of the parent) 39,824             30,383               

Net assets attributable to unit holders 8 15,664,909      15,591,877        

Represented by:

Net assets attributable to unit holders at redemption 

price 15,586,584      15,513,919        

Adjustments arising from:

Buy sell spread 78,325             77,958               

8 15,664,909      15,591,877        

10                      

The above Consolidated Statement should be read in conjunction with the accompanying notes.

Consolidated Statement of Financial Position

Life Settlements Wholesale Fund

as at 30 June 2017



Notes 30-June-2017 30-June-2016

USD USD

Operating expenses paid (177,580)          (215,187)            

Interest received 258                  549                    

Maturity proceeds 33,710             -                         

Realised gain/(loss) on foreign currency exchange (895)                 (1,304)                

Net cash flows from/(used in) operating activities 16(a) (144,507)          (215,942)            

Proceeds from redemptions in GIS General Fund 168,970           211,034             

Net cash flows from investing activities 168,970           211,034             

Payments on redemptions of redeemable units -                       -                         

Net cash flows from/(used in) financing activities -                       -                         

Net (decrease)/ increase in cash held 24,463             (4,908)                

Cash and cash equivalents at the beginning of the 

period 133,464           138,372             

Cash and cash equivalents at the end of the period 16(b) 157,927           133,464             

11                      

The above Consolidated Statement should be read in conjunction with the accompanying notes.

Consolidated Statement of Cash Flows

Life Settlements Wholesale Fund

for the year ended 30 June 2017

Cash flows from operating activities

Cash flows from financing activities

Cash flows from investing activities



1 General information

2 Basis of preparation

(a) Statement of Compliance

(b) Basis of Measurement

(c) Going Concern

-

-
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Life Settlements Wholesale Fund

for the year ended 30 June 2017

Life Settlements Wholesale Fund (the Fund) is a registered managed investment scheme under the Corporations Act 2001. The

Fund was constituted on 2 August, 2004. The Fund will terminate on 2 August, 2084, unless terminated earlier in accordance

with the provisions of the Fund Constitution. The Fund is a for-profit entity primarily involved in investing in investment

funds which invest in life policies. 

Notes to the financial statements

The Responsible Entity of the Fund is GI Asset Management Limited. The Responsible Entity’s registered office is: Level 2, 56-

58 Nerang Street, Southport, Queensland, 4215.

This general purpose consolidated financial report has been prepared in accordance with Australian Accounting Standards

(AASBs) adopted by the Australian Accounting Standards Board (AASB) and the Corporations Act 2001. The consolidated

financial report of the Fund and the Group also comply with International Financial Reporting Standards (IFRS) and

interpretations adopted by the International Accounting Standards Board (IASB).

The financial report was approved by the Board of Directors of the Responsible Entity on 26 September 2017.

The consolidated financial statements of the Fund as at and for the year ended 30 June 2017 comprise the Fund and its

subsidiaries (together referred to as 'Group' and individually as 'Group Entities').

The consolidated financial report has been prepared on a historical cost basis modified by the revaluation of selected financial

instruments for which the fair value basis of accounting has been applied.

The financial statements have been prepared on the going concern basis which contemplates the continuation of normal

business operations and the realisation of assets and the settlement of liabilities in the normal course of business.

Going concern basis means the accounting basis whereby in the preparation of the financial report the reporting entity is

viewed as a going concern, that is, the entity is expected to:

be able to pay its debts as and when they fall due; and

The directors of the responsible entity have prepared cash flow projections for the coming 12 months that support the ability of

the Group to continue as a going concern. The cash flow projections are dependent on redemption requests being received from

GI General Investment Fund (GISF) on a timely basis to meet the commitments of the Fund as and when they fall due. The

Fund holds approximately 16.88% interest in GISF at 30 June 2017.

At 30 June 2017 the Fund has cash and cash equivalents of $157,927, no unpaid redemption requests from investors and trade

payables of $39,824. 

continue in operation without any intention or necessity to liquidate or otherwise wind up its operations.



2 Basis of preparation (continued)

(c) Going Concern (continued)

-

-

-
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GISF status

As at 30 June 2017, GISF had cash funds of $6,566, receivables from matured policies of $3,300,000, trade payables of

$630,459, loan plus accrued interest owing of $7,324,057 and outstanding redemption requests of Nil. Subsequent to year

end the Fund has been notified of two more maturities totalling $4,250,000.

GISF receives the majority of its cash inflows from the maturity of its investments in life policies. Due to the nature of

these assets, the timing of the receipt of these cash flows are uncertain. GISF has a number of significant recurring

operational obligations including the payment of life policy premiums and other operating expenses.

Notes to the financial statements (continued)

for the year ended 30 June 2017

GISF entered into a loan agreement for debt funding of $15,000,000 with North Channel Bank GMBH & Co. KG ( the

‘Lender’) on 26 June 2014. The permitted purpose of the loan is to enable GISF to pay premiums due and payable on the

Life Policies, transaction fees, accrued and unpaid interest on the loan, administration costs and other costs approved by

the Lender, in its sole and absolute discretion. Interest on the principal amount of the loan will accrue at an annual rate of

the 3 month LIBOR plus 8%. As at 30 June 2017, the loan balance outstanding amounted to $4,873,233 (2016: $9,924,222)

and interest payable amounted to $2,450,824 (2016: $1,474,080) and the total undrawn facility amounted to $7,675,943.

Subsequent to year end the loan was renegotiated and extended to 16 June 2019.

In the event GISF does not receive sufficient or timely cash funds from the maturity of policies to settle its obligations as

they fall due, the directors of GISF have a number of alternative options they may pursue, which include:

• selling life policies in the secondary U.S. market; and/or

• utilising existing undrawn debt funding; and/or

• delaying the repayment of redemption requests, or settling redemption requests by the transfer of policies to investors,

as allowed by the GISF Prospectus.

On 3 December 2013, due to the uncertainty of the timing of cash flows from GISF, the directors of the Responsible Entity

declared Life Settlements Wholesale Fund a Non Liquid Managed Investment Scheme. This declaration has the effect that unit

holders have no right to withdraw from the Fund unless there is a stated withdrawal offer open for acceptance by unit holders

on certain terms.  

Life Settlements Wholesale Fund

This note should be read in conjunction with note 18 which outlines that Life Settlements Wholesale Fund has a contingent

liability for withholding tax which, if it became payable, would have a material adverse impact on the financial position of the

Fund and the ability of the Fund to continue as a going concern.

In the event that the above assumptions are not achieved, the Fund may not be able to continue as a going concern and may not

realise it’s assets or settle its liabilities in the normal course of operations and at the amounts stated in the financial report.

Had the going concern basis of preparation not been used, adjustments would need to be made relating to the recoverability

and classification of certain assets and the classification and measurement of certain liabilities to reflect the fact that the Fund

may be required to realise its assets and settle its liabilities other than in the normal course of business and at amounts different

from those disclosed.

While there is a material uncertainty as to the sufficiency and timing of cash inflows to the Fund that may cast doubt upon the

Funds ability to continue as a going concern, the directors of the Responsible Entity have prepared the financial statements of

the Fund on the going concern basis. The Directors expect to be able to pay their debts as and when they fall due and continue

to fund the ongoing operations of the Non Liquid Fund in the normal course of business through the implementation of the

following:

continue to invest in life policies through its investment in GISF or realise funds through redemptions in GISF;

accept applications for new investments in the Fund based on a current product disclosure statement offer; and/or

make withdrawal offers to investors from time to time based on available cash funding.



3 Summary of significant accounting policies

(a) Change in accounting policy

(b) Financial instruments
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Financial assets that are classified as loans and receivables include cash and cash equivalents and trade and other receivables. 

Financial liabilities at amortised cost include trade and other payables. 

Classification

The category of financial assets held at fair value through profit or loss comprises financial instruments designated at fair value

through profit or loss upon initial recognition. The fair value through profit or loss classification is in accordance with AASB

139 Financial Instruments: Recognition and Measurement . Financial instruments designated at fair value through profit or loss are

not reclassified.

Financial instruments comprise loans and receivables, available for sale financial assets, financial assets held at fair value

through profit and loss, and financial liabilities at amortised cost. 

The material accounting policies applied in the preparation of these consolidated financial statements are set out below. These

policies have been consistently applied to all years presented and have been consistently applied by Group entities, unless

otherwise stated in the following text.

Financial instruments are measured initially at fair value (transaction price) plus, in the case of a financial instrument not at fair

value through profit or loss, transaction costs that are directly attributable to the acquisition of the financial instrument.

Transaction costs on financial instruments at fair value through profit or loss are expensed immediately, while on other

financial instruments they are amortised.

Financial assets classified as loans and receivables are carried at amortised cost using the effective interest rate method, less

impairment losses, if any.

Life Settlements Wholesale Fund

Notes to the financial statements (continued)

for the year ended 30 June 2017

Financial liabilities arising from the redeemable units issued by the Fund representing the investors’ right to a residual interest

in the Fund’s assets, are effectively carried at fair value at reporting date.

Financial liabilities, other than those at fair value through profit or loss, are measured at amortised cost using the effective

interest rate method.

Subsequent to initial recognition, all instruments classified at fair value through profit or loss are measured at fair value with

changes in their fair value recognised in the profit or loss.

Measurement

Recognition

Financial liabilities are not recognised unless one of the parties has performed.

The Group recognises financial assets and financial liabilities on the date it becomes party to the contractual provisions of the

instrument except for financial assets at fair value through the profit or loss which are recognised using settlement date

accounting. From this date any gains and losses arising from changes in fair value of the financial assets or financial liabilities

are recorded.

There were no new accounting policies and/or changes to existing accounting policies adopted during the year.



3 Summary of significant accounting policies (continued)

(b) Financial Instruments (continued)

(c) Interest income and expenses
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Fair values have been determined for measurement and/or disclosure purposes based on the following methods:

Interest expenses comprise interest expense on borrowings. All borrowing costs are recognised in profit or loss using the

effective interest method.

If in a subsequent period the amount of an impairment loss recognised on a financial asset carried at amortised cost decreases

and the decrease can be linked objectively to an event occurring after the write-down, the write-down is reversed through the

income statement. For available-for-sale financial assets that are equity securities, the reversal is directly recognised in equity.

Trade and other receivables/payables

For receivables/payables with a remaining life of less than one year, the notional amount is deemed to reflect the fair value. All

other receivables/payables are discounted using a market interest rate at the reporting date to determine fair value.

Financial assets held at fair value through profit and loss

Derecognition

Investments in other unlisted managed investment schemes are recorded at the redemption price as calculated by the

administrator of the scheme with reference to the net asset value of the scheme.

The net asset value of Global Insurance Settlements Funds PLC GIS General Fund (GISF) is determined by the value of the life

settlement policies held by the scheme which are valued on a monthly basis using ClariNetTM, a business management and

valuation software system for use in the life settlements and longevity markets. The valuations are based on the "probabilistic

approach”, an actuarial method that fits the policies' cash flows (premium payments and death benefits) to a monthly mortality

scale as generated by the specific life expectancy of each insured. This mortality scale is actuarially rolled forward from the life

expectancy underwriting date to the valuation date. The valuations are subject to independent verification by an Independent

Actuarial firm on a semi-annual basis.

Financial assets that are stated at cost or amortised cost are reviewed at each balance sheet date to determine whether there is

objective evidence of impairment. If any such indication exists, impairment testing is carried out and an impairment loss is

recognised in the income statement as the difference between the asset’s carrying amount and the present value of the estimated

future cash flows discounted at the financial asset’s original effective interest rate.

Impairment

Notes to the financial statements (continued)

Financial assets are derecognised if the Group’s contractual rights to the cash flows from the financial assets expire or if the

Group transfers the financial asset to another party without retaining control or substantially all risks and rewards of the asset.

Financial liabilities are derecognised if the Group’s obligations specified in the contract expire or are discharged or cancelled.

Life Settlements Wholesale Fund

for the year ended 30 June 2017

Fair value measurement principles

The effective interest method is a method of calculating the amortised cost of a financial asset or financial liability and of

allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly

discounts estimated future cash payments or receipts throughout the expected life of the financial instrument, or shorter period

where appropriate, to the net carrying amount of the financial asset or liability. When calculating the effective interest rate, the

Fund estimates cash flows considering all contractual terms of the financial instrument (for example, prepayment options) but

does not consider future credit losses. The calculation includes all fees and points paid or received between the parties to the

contract that are an integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Interest income comprises income on funds invested. Interest income is recognised as it accrues in profit or loss, using the

effective interest method. 



3 Summary of significant accounting policies (continued)

(d) Net assets attributable to unit holders

(e) Cash and cash equivalents

(f) Expenses

(g) Income tax

(h) Distributions

(i) Increase/decrease in net assets attributable to unit holders
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In accordance with the Fund Constitution, the Fund fully distributes taxable income to unit holders by cash or reinvestment.

The distributions are recognised in the statement of comprehensive income as finance costs attributable to unit holders and as a

liability where not paid. Distributions paid are included in cash flows from financing activities in the statement of cash flows.

Life Settlements Wholesale Fund

Non-distributable income is included in net assets attributable to unit holders and may consist of unrealised changes in the net

fair value of 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. These items will be included in the determination of

distributable income in the same year in which it becomes assessable for tax. Movements in net assets attributable to unit

holders are recognised in the statement of comprehensive income as financing costs.

Changes in the value of this financial liability are recognised in the income statement as they arise.

All expenses, including Responsible Entity fees and custodian fees, are recognised in the profit or loss on an accrual basis.

Under current legislation, the Fund is not subject to Australian income tax provided the taxable income of the Fund is fully

distributed either by way of cash or reinvestment (i.e. unit holders are presently entitled to the income of the Fund).

Where net income is not fully distributed, income tax is payable by the Fund at the rate of 45% plus 1.5% Medicare levy.

Financial instruments measured at fair value may include unrealised capital gains. Should such a gain be realised, the portion

of the gain that is subject to capital gains tax will be distributed so that the Fund is not subject to capital gains tax.

Units are redeemable at the unit holder’s option and are therefore classified as financial liabilities. The units can be put back to

the Fund at any time subject to particular unit class restrictions for cash equal to a proportionate share of the Fund’s net asset

value. Unit prices are repriced on a monthly basis on the Net Asset Value of the Fund. 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 unit

holders exercised their right to put the units back to the Fund. Because the Fund’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 net assets attributable to unit holders. 

for the year ended 30 June 2017

The benefits of imputation credits and foreign tax paid are passed on to unit holders, who must complete their own assessment

as to whether they can claim these tax benefits.

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, and other short term, highly

liquid investments with original maturities of three months or less that are readily convertible to known amounts of cash and

which are subject to an insignificant risk of changes in value.

Realised capital losses are not distributed to unit holders but are retained in the Fund to be offset against any future realised

capital gains. If realised capital gains exceed realised capital losses, the excess is distributed to unit holders.

The Fund currently may incur withholding tax imposed by certain countries on investment income. Such income is recorded

gross of withholding tax in the income statement. Refer Note 18 for further details on US withholding tax.

Notes to the financial statements (continued)



3 Summary of significant accounting policies (continued)

(j) Foreign currency transactions

(k) Receivables

(l) Payables

(m) Applications and redemptions

(n) Goods and services tax (GST)

(o) Dividends and distribution income
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Applications received for units in the Fund are recorded net of any entry fees payable prior to the issue of units in the Fund.

Redemptions from the Fund are recorded gross of any exit fees payable after the cancellation of units redeemed.

Life Settlements Wholesale Fund

These consolidated financial statements are presented in United States dollars, which is the Fund’s functional currency and the

functional currency of all the entities within the Group.

Receivables may include amounts for interest. Interest is accrued at the reporting date from the time of last payment using the

effective interest rate method. Amounts are generally received within 30 days of being recorded as receivables.

Transactions and balances

Functional and presentation currency

Notes to the financial statements (continued)

for the year ended 30 June 2017

The GST incurred on the costs of various services provided to the Fund by third parties such as audit fees, custodial services

and investment management fees have been passed onto the Fund. The Fund qualifies for Reduced Input Tax Credits (RITC) at

a rate that changes depending on the split between resident and non resident unit holders. The investment management fees,

custodial fees and other expenses have been recognised in the income statements net of the amount of GST recoverable from the

Australian Taxation Office (ATO). Accounts payable are inclusive of GST. The net amount of GST recoverable from the ATO is

included in receivables in the statement of financial position. Cash flows relating to GST are included in the statement of cash

flows on a gross basis.

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

Dividends and distribution income are recognised when the right to receive income is established.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the

transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated to the

functional currency at the foreign exchange rate at that date. Foreign exchange gains and losses resulting from the settlement

and from the translations at year-end exchange rates, of monetary assets and liabilities denominated in foreign currencies are

recognised in the statement of comprehensive income and reported on a net basis. Non-monetary assets and liabilities

denominated in foreign currencies that are measured at fair value are translated to the functional currency at the foreign

currency closing exchange rates ruling at the dates that the fair values were determined. Foreign currency exchange differences

relating to investments at fair value through profit or loss are included in gains and losses on investments. All other foreign

currency exchange differences relating to monetary items, including cash and cash equivalents are presented separately in the

statement of comprehensive income.  

The United States dollar is considered by management to better reflect the Fund’s current relevant underlying transactions,

events and circumstances.



3 Summary of significant accounting policies (continued)

(p) Use of estimates and judgements

(q) Basis of consolidation

(r) New standards and interpretations not yet adopted
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Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to, variable

returns from involvement with the entity and has the power to effect those returns through power over the entity. The financial

statements of subsidiaries are included into the consolidated financial statements from the date that control commences until

the date control ceases.

In particular, information about significant areas of estimation uncertainty and critical judgements in applying accounting

policies that have the most significant effect on the amount recognised in the financial statements are described in Note 13 Total

trade and other payables, Total carrying amount of financial assets exposed to credit risk amounted to $15,704,733 (2016:

$15,622,260).

Loss of control

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are

eliminated in preparing the consolidated financial statements.

Upon the loss of control, the Group derecognises the assets and liabilities of the subsidiary, any non-controlling interests and

the other components of equity related to the subsidiary. Any surplus or deficit arising on the loss of control is recognised in

profit or loss. If the Group retains any interest in the previous subsidiary, then such interest is measured at fair value at the date

that control is lost.

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the

application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may

differ from these estimates.

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 and in any future periods affected.

AASB 9 Financial Instruments (AASB9 )

AASB 9 will replace the existing guidance in AASB 139 Financial Instruments: Measurement and Recognition (AASB 139). It

includes guidance on the classification and measurement of financial instruments, including a new expected credit loss model

for calculating impairment on financial assets and the new general hedge accounting requirements. It also carries forward the

guidance on recognition and derecognition of financial instruments from AASB 139.

AASB 9 is effective for the Group’s annual reporting period beginning 1 July 2018, with early adoption permitted. Based on the

initial assessment this standard is not expected to have a material impact on the Fund.

A number of new standards, amendments to standards and interpretations are effective for annual periods beginning after 1

July 2016, and have not been applied in preparing these financial statements. Those which may be relevant to the Fund are set

out below.  The Fund does not plan to adopt these standards early.

Life Settlements Wholesale Fund

Notes to the financial statements (continued)

for the year ended 30 June 2017

Where the Fund establishes a new subsidiary to effect a restructuring through the transfer of assets and liabilities to that

subsidiary and no independent parties are involved, the assets and liabilities are recognised in the consolidated financial

statements are the carrying amounts of the transferring entity.



4 Interest income

Interest income for financial assets that are not at fair value through profit and loss:

Av bal $ Av int rate Av bal $ Av int rate

Cash and cash equivalents 151,735         258                0.2% 214,365          549                 0.3%

30-June-2017 30-June-2016

                 258                   549 

5 Other operating expenses
30-June-2017 30-June-2016

Legal and professional fees 32,159            46,795            

Custodial fees 32,777            38,701            

Audit fees 27,123            26,001            

Other expenses 24,519            31,448            

116,578          142,945          

6 Auditor's remuneration

30-June-2017 30-June-2016

 KPMG  KPMG 

Audit and review of the financial statements 28,000            28,000            

Audit of the compliance plan 5,000              5,000              

33,000            33,000            

7

30-June-2017 30-June-2016

(699,144)         (586,634)         

25,455            -                      

(673,689)         (586,634)         
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Net realised gains/(losses) on financial assets held at fair value through profit and 

loss taken to account through the statement of comprehensive income

Total net gains/(losses) on financial assets held at fair value through profit and 

loss taken to account through the statement of comprehensive income

This table shows the average balance for each of the major categories of interest-bearing assets, the amount of interest revenue

and the average interest rate. The balances are calculated using monthly balances.

Audit services:

Gains and losses from financial assets held at fair value through profit and loss

for the year ended 30 June 2017

Gains and losses presented above exclude interest income, dividend income and interest expense.

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

Designated at fair value through profit and loss

Interest on cash and cash equivalents

Net unrealised gains/(losses) on financial assets held at fair value through profit 

and loss taken to account through the statement of comprehensive income

Other operating expenses comprises the following:

30 June 2016

Notes to the financial statements (continued)

30 June 2017

Life Settlements Wholesale Fund



8 Net assets attributable to unitholders

Class Region Currency
Upfront 

Commission

Ord Australasia AUD 0%

USD Global USD Max 10%
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The objective of the Fund is to provide unitholders with returns in accordance with the Product Disclosure Statement (PDS).

The Fund aims to deliver this objective mainly through investing indirectly in a diversified portfolio of Life settlements in

accordance with the limitations set by the PDS. 

The Fund considers its capital to be Unitholders' Funds. The Fund manages its net assets attributable to unitholders as capital,

notwithstanding net assets attributable to unitholders are classified as a liability.

In order to protect the Unitholders of Australian Dollar denominated Ordinary Units (AUD Units) from exposure to

fluctuations in their Unit price due to foreign currency exchange rate fluctuations, the Fund from time to time enters into spot

foreign exchange contracts to hedge the impact to these unitholders of fluctuations in the Australian / US Dollar exchange rate.

During the current and prior period the Fund has not entered into any hedges. In prior periods any gain or losses on spot

foreign exchange contracts have been allocated to the Unitholders in AUD Units, separately to the allocation of the Net Asset

Value of the Fund to all unitholders. The differential between the translated AUD Unit price and US Dollar Unit price reflects

this allocation.

for the year ended 30 June 2017

Notes to the financial statements (continued)

Life Settlements Wholesale Fund

As stipulated within the Fund Constitution, each unit represents a right to an individual share in the Fund and does not extend

to a right to the underlying assets of the Fund. 

All unit classes are rated equally in respect of rights 

to distributions and voting rights however there are 

differences as explained in the table.

Note: Ordinary units trade in AUD but movements are presented in the USD functional currency.

Reserves (1)

Parent Entity - 30 June 2017 No. $ No. $ $ No. $

Opening balance 8,531,328       1,242,629       9,636,994    113,220,237 (98,870,988) 18,168,322 15,591,878 

Applications -                        -                        -                     -                       -                      -                     -                     

Redemptions -                        -                        -                     -                       -                      -                     -                     

Increase/(decrease) in net assets 

attributable to unitholders -                        -                        -                     -                       73,031           -                     73,031         

Closing balance 8,531,328       1,242,629       9,636,994    113,220,237 (98,797,957) 18,168,322 15,664,909 

Reserves (1)

Parent Entity - 30 June 2016 No. $ No. $ $ No. $

Opening balance 8,531,328       1,242,629       9,636,994    113,220,237 (98,647,148) 18,168,322 15,815,718 

Re-issued Units -                        -                        -                     -                       -                      -                     -                     

Redemptions -                        -                        -                     -                       -                      -                     -                     

Increase/(decrease) in net assets 

attributable to unitholders -                        -                        -                     -                       (223,840)       -                     (223,840)      

Closing balance 8,531,328       1,242,629       9,636,994    113,220,237 (98,870,988) 18,168,322 15,591,878 

Total

Ordinary Units Total

USD UnitsOrdinary Units

USD Units



8 Net assets attributable to unitholders (continued)

30-June-2017 30-June-2016

73,030            (223,840)         
(98,870,988)    (98,647,148)    

(98,797,958)    (98,870,988)    

(1)

(2)

9 Distributions to unit holders

$USD CPU $USD CPU

Ord Units (June 30th) AUD -                 -                 -                  -                  

USD Units (June 30th) USD -                 -                 -                  -                  

10 Cash and cash equivalents

30-June-2017 30-June-2016

Cash at bank 157,927          133,464          

These accounts are interest bearing. 157,927          133,464          

11 Trade and other receivables

30-June-2017 30-June-2016

Other Debtors 641,000          -                  

641,000          -                  

12

30-June-2017 30-June-2016

GIS General Fund Shares 14,905,806        15,488,796        

14,905,806        15,488,796        

m

m

m
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During the year ended 30 June 2017 GISF General Fund declared a dividend totalling $900,698 payable to the Fund.  In 

accordance with GIS General Fund's dividend and distribution policy the dividends were reinvested in new shares in the 

GIS General Fund. See note 14(f) for reconcilliation.

No additional redemption offer has been made to date.

Increase/(decrease) in net assets attributable to unit holders

Financial assets held at fair value 

through profit and loss

Closing balance

for the year ended 30 June 2017

Notes to the financial statements (continued)

Life Settlements Wholesale Fund

GIS General Fund Shares value is calculated by it's Administrator. The GIS General Fund uses two processes to satisfy

themselves that the policy held by it are valued appropriately:

The fund uses ClariNet an Industry recognised valuation software package. The software uses a probabilistic valuation 

methodology that individually computes each life policy’s value based on Face Value (Known and fixed), Premium 

burden (supplied by issuing insurance company), and an independent Underwriters Life Expectancy report (or a blend of 

multiple underwriters reports.) It also requires input of a suitable discount rate; and
The valuations are subject to independent verification by an Independent Actuarial firm on a semi-annual basis.

Opening balance

30-June-201630-June-2017

Cumulative Increase/(decrease) in net assets attributable to unit holders

The reserve represents the cumulative increase/(decrease) in the net assets attributed to unit holders.



13 Trade and other payables

30-June-2017 30-June-2016

Trade and other payables 39,824            30,383            

Total trade and other payables 39,824            30,383            

14 Financial instruments

(a) Credit Risk

m

m

30-June-2017 30-June-2016

National Bank of Australia              157,927               133,464 

             157,927               133,464 

30-June-2017 30-June-2016

Australia                23,366                 13,985 

United States of America         15,681,367          15,608,275 

        15,704,733          15,622,260 

USD Bank Accounts              134,560               119,479 

Sundry Debtors              641,000                          - 

Investment in GIS General Fund         14,905,806          15,488,796 

        15,681,366          15,608,275 

22

The financial assets in the United States of America geographic region include the following:

for the year ended 30 June 2017

The Fund monitors risk by monitoring credit ratings of the above banks on a monthly basis, as reported by AM Best, Standard

and Poor's, Moody's or Fitch. If the credit quality of the above bank deteriorates significantly the Investment Manager will

move the cash holdings to another bank.

Notes to the financial statements (continued)

Life Settlements Wholesale Fund

The Fund is exposed to market price risk, interest rate risk, credit risk, liquidity risk and currency risk arising from the financial

instruments it holds. The risk management policies employed by the Fund to manage these risks are discussed below.

The Group’s maximum exposure to credit risk for financial assets at the reporting date by geographic region was:

At 30 June 2017 the following financial assets were exposed to credit risk:

Cash and cash equivalents, trade and other receivables and assets held at fair value through profit and loss.

The Fund's cash is held with the following counterparties:

transactions are undertaken with a large number of counterparties.

Credit risk is the risk that a counterparty will fail to perform contractual obligations, either in whole or in part, under a

contract. Concentrations of credit risk are minimised primarily by:

counterparties, together with the respective credit limits, are approved; and

The carrying amounts of financial assets best represent the maximum credit risk exposure at balance sheet date. 

The Fund indirectly invests in secure or better rated as determined by AM Best life insurance policies in the United States of

America through it's investment of $14,905,806 (2016: $15,488,796)  in the GIS General Fund an Irish listed entity.

Impairment losses

None of the Fund's loans and receivables are past due or renegotiated (2016: Nil). There are no impairment losses at 30 June

2017 (2016: Nil).

Total carrying amount of financial assets exposed to credit risk amounted to $15,704,733 (2016: $15,622,260).



14 Financial instruments (continued)

(a) Credit Risk (continued)

(b) Foreign exchange risk

30-June-2017 30-June-2016

AUD Items AUD Items

$ $

23,366               13,985               

23,366               13,985               

39,825               30,383               

39,825               30,383               

(16,459)             (16,398)              

30-June-2017 30-June-2016

             (1,646)              (1,640)
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The Post Portfolio Management Report which includes the Credit Ratings of the insurer is reviewed on a monthly basis and the

board is notified of any exceptions. The Compliance Director identifies if there are any exceptions.  

for the year ended 30 June 2017

Total Assets

A 10 percent strengthening in the Australian dollar against the US dollar during the year ended 30 June would have

increased/(decreased) profit or loss by the amounts shown below. A 10 percent weakening in the Australian dollar against the

US dollar during the year ended 30 June would have the equal but opposite effect to the amounts shown below. This analysis

assumes that all other variables, in particular interest rates, remain constant. The analysis is performed on the same basis for

2016.

The Group is exposed to foreign exchange risk as it may enter into transactions denominated in currencies other than its

functional currency. The currency of transactions denominated in a currency other than the functional currency is the

Australian dollar (AUD). In order to protect the Unitholders of Australian Dollar denominated Ordinary Units (AUD Units)

from exposure to fluctuations in their Unit price due to foreign currency exchange rate fluctuations, the Fund from time to time

has entered into spot foreign exchange contracts to hedge the impact to these unitholders of fluctuations in the Australian / US

dollar exchange rate. The operations increased the foreign exchange risk to the Fund as a whole as they were entered into to

protect the Australian dollar position of these specific unitholders rather the US dollar position of the Fund, however as all of

the gains/losses on these transactions are allocated to AUD Unitholders, the hedging operations did not increase the residual

foreign currency risk for the US dollar unitholders. 

Assets

Cash and cash equivalents

Net assets attributable to unit holders

Liabilities

Total Liabilities

Life Settlements Wholesale Fund

Sensitivity analysis

Australian Dollar

GISF Credit Risk monitoring processes

Where ratings have downgraded to a Vulnerable Rating, the GISF Board will ascertain the exposure of Insurance Company to

the overall portfolio i.e. by policy count and by % of Face Value. As at 30 June 2017, the ratings of the insurance companies

linked to the GISF’s portfolio meet the GISF’s purchase criteria i.e. within the Secure Category of AM Best Financial Strength

Ratings.

All amounts stated in USD

Monthly reviews are performed to ascertain if AM Best have upgraded, downgraded or are currently reviewing any insurance

company, in addition to monitoring the ratings of insurance companies via other major ratings agencies such as S&P and

Moody’s. The National Association of Insurance Commissioner’s announcements on regulatory issues are monitored to

identify if there are  announcements of any concern to the portfolio.  

Notes to the financial statements (continued)

The Group's total net exposure to fluctuations in foreign currency exchange rates at the balance sheet date was as follows:

Trade and other payables



14 Financial instruments (continued)

(c) Liquidity and cash flow risk

-

-

-

(d) Interest rate risk
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Payment of operating costs of the Fund, including management fees; and

Payment of distributions.

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.

Liquidity risk is the risk that the Fund will experience difficulty in either realising assets or otherwise raising sufficient funds to

satisfy commitments associated with settling financial instruments including meeting unit holder redemption requests. Cash

flow risk is the risk that the future cash flows derived from holding financial instruments will fluctuate.

At the end of November 2013 the Directors reviewed the status of the Fund and its liquidity provisions. Having regard to the

prevailing conditions, the Board was of the unanimous opinion that it was in the best interests of the unit holders that the Fund

be declared a Non Liquid managed investment scheme effective as of 3rd December 2013. 

The Fund has an obligation to make ongoing cash payments including:

Payment of redemption requests approved when a withdrawal offer is open for acceptance by unitholders.

Distributions from the GIS General Fund are expected to occur periodically. Due to the nature of the underlying assets the

timing of these cashflows are uncertain and the shares held in GIS General Fund may not be readily convertible to cash through

either redemption or sale.

To manage liquidity the directors of the Responsible Entity prepare a rolling 12 month forecast each month for the Fund, which

is used to estimate cash requirements and ensure sufficient shares in GIS General Fund are sold to meet the Fund’s

requirements.

The majority of the Fund's financial assets are non-interest-bearing. Interest-bearing financial assets and interest-bearing

financial liabilities mature or reprice in the short-term, no longer than 12 months. As a result, the Fund is subject to limited

exposure to fair value interest rate risk due to fluctuations in the prevailing levels of market interest rates. Any excess cash and

cash equivalents of the Fund are invested in short-term deposit accounts with the term to maturity of up to 3 months.

The following are the contractual maturities of financial liabilities, excluding interest payments:

Notes to the financial statements (continued)

for the year ended 30 June 2017

As at 30 June 2017 the value of unpaid redemption requests was Nil (2016: Nil).

(1) When the Fund is not liquid, unit holders have no right to withdraw from the Fund unless there is a stated withdrawal offer

open for acceptance by unit holders on certain terms.

Life Settlements Wholesale Fund

Contractual 

cashflows

3 months to          

1 year

Less than 3 

months
On call

Contractual 

cashflows

3 months to          

1 year

Less than 3 

months
On call

          39,824                  -           39,824                 -             30,383                  -           30,383                 -   

   15,664,909                  -                   -    15,664,909    15,591,877                  -                   -    15,591,877 

   15,704,733                  -           39,824  15,664,909    15,622,260                  -           30,383  15,591,877 

30-June-2017 30-June-2016

Trade and other payables

Net assets attributable to 

Unitholders (1)



14 Financial instruments (continued)

(d) Interest rate risk (continued)

(e) Other market price risk
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This risk is managed by ensuring that all activities are transacted in accordance with mandates, overall investment strategy and

within approved limits. Market price risk analysis is conducted regularly on a total portfolio basis. 

As the majority of the Fund's financial instruments are carried at fair value with fair value changes recognised in the statement

of comprehensive income, all changes in market conditions will directly affect net investment income.

Sensitivity analysis

Life Settlements Wholesale Fund

Notes to the financial statements (continued)

Sensitivity analysis

The redemption price of GIS General Fund is impacted by changes in the value of the life settlement policies held in GIS

General Fund. An increase of 3 percent in market prices including changes in market discount rates of life settlements as at the

reporting date would increase the net assets attributable to unitholders and the profit or loss from operating activities of the

Fund by $447,174 (2016: $464,664). A decrease of 3 percent would have the opposite effect.

The Funds' exposure to interest rate risk and the weighted average effective interest rate is set out in the following table:

Market price risk is the risk that the value of the Fund’s investment portfolio will fluctuate as a result of changes in market

prices (other then those arising from interest rate risk or currency risk), whether caused by factors specific to an individual

investment, its issuer or factors affecting instruments traded in the market. 

An increase of 100 basis points in interest rates throughout the year, which is considered a reasonably possible change in

interest rates, would increase the net assets attributable to unitholders and the profit or loss from operating activities of the

Fund by $1,579 (2016: $1,335). A decrease of 100 basis points would have the opposite effect.

for the year ended 30 June 2017

Under normal circumstances the Fund will invest only in life settlements through it's investment in the GIS General Fund.

2017 2016 30/06/2017 30/06/2016 30/06/2017 30/06/2016 30/06/2017 30/06/2016

Financial Assets $ $ $ $ $ $

Cash and cash equivalents (AUD) 1.50% 1.50% 23,367          13,985          -                       -                    23,367             13,985          

Cash and cash equivalents (USD) 0.03% 0.30% 134,560        119,479        -                       -                    134,560           119,479        

Totals 157,927        133,464        -                       -                    157,927           133,464        

Weighted 

Average
Variable rate instruments Fixed rate instruments Total



14 Financial instruments (continued)

(f) Estimation of fair values

1

2

3

30 June 2017 Level 1 Level 2 Level 3 Total

Financial assets held at fair value through profit and loss                      -                       -       14,905,806      14,905,806 

                     -                       -       14,905,806      14,905,806 

30 June 2016 Level 1 Level 2 Level 3 Total

Financial assets held at fair value through profit and loss                      -                       -       15,488,796      15,488,796 

                     -                       -       15,488,796      15,488,796 

30-June-2017 30-June-2016

15,488,795     15,498,070     

(673,689)         (586,634)         

Dividends reinvested 900,698          577,359          

(809,998)         -                      

14,905,806     15,488,795     

Discount 

Rate

10%           379,589 

11%                      - 

12%         (359,310)
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Notes to the financial statements (continued)

Fair value measurements are those instruments valued based on quoted prices (unadjusted) in active markets for identical 

assets or liabilities. 

Life Settlements Wholesale Fund

Fair value measurements are those instruments valued based on inputs for the asset or liability that are not based on 

observable market data (unobservable inputs).

Fair value measurements designated as level 3 carry the highest level of estimation when determining fair value. Changing one

or more of the inputs to reasonably possible alternative assumptions could change fair value significantly. 

Sensitivity analysis

Opening Balance

Total gains or losses for the period included in profit or loss

Redemptions

Closing Balance

All financial assets held at fair value through profit and loss relate to life settlement policies held indirectly through its

investment in GISF.

                              15,539,482 

                              15,180,173 

Change from fair value reported in 

statement of financial position

Reconciliation of level 3 fair value measurements of financial assets

The carrying amount of financial assets and financial liabilities included in the balance sheet approximate fair value. The

methods used in determining the fair values of financial instruments are discussed in note 3(b).

Total

                              15,919,071 

Reasonably possible alternative base discount factors of +/- 1% have been considered, and the impact this would have on the

fair value of the Funds investment in GIS General Fund at year-end is as follows:

Total

Fair value of investment          

   in GIS General Fund

There have been no transfers between the levels of valuation method for each classification of financial asset held during the

year ended 30 June 2017 (30 June 2016: Nil).

The Fund invests in life settlement policies indirectly through its investment in the GIS General Fund. The redemption price of

GIS General Fund is impacted by changes in the value of the life settlement policies held in GIS General Fund. The most

significant factor in determining fair value of the life settlement policies is the discount factor applied. A discount rate indexing

methodology is applied using a base discount rate of 11%. The indexing methodology allocates a discount rate to each policy

depending on certain characteristics (e.g. size of face, length of LE, Carrier etc.). This discount methodology has been

determined as the most appropriate basis based on levels currently being experienced in the market for quality portfolios of

polices.

Fair value measurements are those instruments valued based on inputs other than quoted prices included within Level 1 

that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

for the year ended 30 June 2017

Fair value measurements recognised in the statement of financial position

The table below analyses financial instruments carried at fair value, by valuation method. The different levels have been

defined as follows:



15 Related party transactions

Responsible Entity

Related Parties

Life Settlements Funds Limited (LSFL)

Ian Sidney Cotton

Stephen George Knott 

Richard Laken Mitchell III

Stephanie Jane Nolan
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Laken Mitchell (a director of the Responsible Entity) is a director and shareholder of CMG Surety LLC and CMG Life Services,

Inc (CMG). CMG beneficially owns ordinary shares LSFL and as such Laken Mitchell will benefit from management fees

earned by the Responsible Entity and any transactions entered into with CMG. 

All of the above transactions have been conducted on arms length terms and conditions.

Ian Cotton (a director of the Responsible Entity) is a shareholder of Reid Ventures Pty Ltd. Reid Ventures Pty Ltd beneficially

owns ordinary shares in LSFL and as such Ian Cotton will benefit from management fees earned by the Responsible Entity. 

The Responsible Entity considers that all transactions involving related parties are conducted on arms length terms. Where

future related party transactions occur, the Responsible Entity will endeavour to ensure that contracts are entered strictly on an

arms length basis.  More information on the nature of the relationship with these entities is outlined below: 

The Constitution for the Fund provides that the Responsible Entity (and people or entities associated with it) may enter into a

transaction with the Fund or with a person dealing with the Fund, or have an interest in any such transaction.

Stephen Knott (a director of the Responsible Entity) is a director and shareholder of Anchorage Capital Pty Ltd. Anchorage

Capital Pty Ltd beneficially owns ordinary shares in LSFL and as such Stephen Knott will benefit from management fees earned

by the Responsible Entity. 

All of the above transactions have been conducted on arms length terms and conditions.

Life Settlements Wholesale Fund

The Responsible Entity of Life Settlements Wholesale Fund is GI Asset Management Limited (GIAM). The Responsible Entity's

registered office is Level 2, 56-58 Nerang Street, Southport QLD 4215. GIAM was appointed Responsible Entity on 1 May 2013.

GIAM may invest in the Fund from time to time.

LSFL is the sole shareholder of the Responsible Entity. As the parent entity LSFL benefits from all fees earned by the

Responsible Entity. The Responsible Entity employs LSFL to provide the administration services to the Fund. LSFL does not

seek reimbursement from the Fund for any costs incurred in providing the administration function to the Fund.

All of the above transactions have been conducted on arms length terms and conditions.

Stephanie Nolan (a director of the Responsible Entity) is a beneficiary and trustee of The Nolan Superannuation Fund.

The Nolan Superannuation Fund beneficially owns ordinary shares in LSFL and as such Stephanie Nolan will benefit from

management fees earned by the Responsible Entity. 

Notes to the financial statements (continued)

for the year ended 30 June 2017

All of the above transactions have been conducted on arms length terms and conditions.



15 Related party transactions (continued)

Robert Dwyane White

CMG Life Services, Inc (CMG)

LSI Management Limited (LSIM)

Key management personnel

Responsible Entity’s/manager’s fees and other transactions

30-June-2017 30-June-2016

$ $

-                  -                  

1,372,171       1,373,606       

70,610            70,866            
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The Fund does not employ personnel in its own right. However, it is required to have an incorporated Responsible Entity to

manage the activities of the Fund and this is considered the key management personnel. The directors of the Responsible Entity

during the period were key management personnel of that entity and their names are Ian Sidney Cotton, Stephen George Knott,

Richard Laken Mitchell III, Robert White and Stephanie Nolan. 

For the year ended 30 June 2017, in accordance with the Constitution, the Responsible Entity received a total fee of 0.45% (net of

GST, net of RITC available to the Fund) of gross assets of the Fund (2016: 0.45%).

All expenses in connection with the preparation of accounting records and the maintenance of the register have been borne by

the Responsible Entity.

All related party transactions are conducted on normal terms and conditions. The transactions during the year and amounts

payable at year end that directly or indirectly impact the performance of the Fund were as follows: 

At balance date, $5,889 (2016: $5,889) remained owing to the Responsible Entity.

Management fees paid by GISF to LSIM

Robert White (a director of the Responsible Entity) is a director and shareholder of CMG Surety LLC and CMG Life Services,

Inc (CMG). CMG beneficially owns ordinary shares in LSFL and as such Robert White will benefit from management fees

earned by the Responsible Entity and any transactions entered into with CMG.

At balance date, an amount of Nil (2016: Nil) was owing to CMG was included in accounts payable.

LSIM is a director related entity of Life Settlements Funds Limited (LSFL) and GI Asset Management Limited and benefited

from fees paid to it by GIS General Fund (GISF). Management fees due to LSIM by GISF in the current year of $1,372,171 and

the prior year was $1,373,606 respectively. 

LSIM paid the former responsible entity LSFL an investment management fee for GISF, the total management fee paid to LSFL

during the period by LSIM was Nil (2016: $300,000) and Nil (2016: Nil) was outstanding at year end.

Management fees paid by LSWF to Responsible Entity

All of the above transactions have been conducted on arms length terms and conditions.

CMG is a major shareholder of Life Settlements Funds Limited and will benefit from fees paid to it or its wholly owned

subsidiary (being the Responsible Entity) by the Fund or by GISF. As outlined in the PDS, CMG is a licensed service provider of

life settlements to the Fund and GISF. Fees paid to CMG during the period for services was Nil (2016: Nil). 

Notes to the financial statements (continued)

for the year ended 30 June 2017

The Responsible Entity considers that all transactions involving CMG are conducted on arms length terms.

LSIM pays the responcible entity GIAM an investment management fee for GISF, the total management fee paid to GIAM

during the period by LSIM was $960,000 (2016: $720,000) and $80,000 (2016: $80,000) was outstanding at year end.

Management fees paid by LSWF to Former RE

Life Settlements Wholesale Fund



15 Related party transactions (continued)

Units in the Fund held by related parties

Number of 

Units held at 

year end Interest Held

27,175            0.150%

128                 0.001%

355,732          1.958%

383,035          2.108%

27,175            0.150%

128                 0.001%

355,732          1.958%

383,035          2.108%

Key management personnel unit holdings

Key management personnel compensation

Key management personnel loan disclosures

Investments

Other transactions within the Fund

29

Reid Ventures P/L

30 June 2017

Other than those disclosed above, key management personnel of Life Settlements Funds Limited and GI Asset Management

Limited held no units in the Fund.

Life Investment Services Pty Ltd (HK)

Anchorage Superannuation Fund

Key management personnel are paid by Life Settlements Funds Limited. Payments made from the Fund to the Responsible

Entity did not include any amounts attributable to the compensation of key management personnel. No payments were made

to Life Settlements Funds Limited as compensation of key management personnel.

Reid Ventures P/L

Life Investment Services Pty Ltd (HK)

Apart from those details disclosed in this note, no director has entered into a material contract with the Fund since the end of

the previous financial year and there were no material contracts involving directors' interests subsisting at year end.

The Fund did not hold any investment in Life Settlements Funds Limited and GI Asset Management Limited or its affiliates

during the year. 

The Fund has not made, guaranteed or secured, directly or indirectly, any loans to the key management personnel or their

personally related entities at any time during the reporting period.

Anchorage Superannuation Fund

Life Settlements Wholesale Fund

Notes to the financial statements (continued)

for the year ended 30 June 2017

Unit Holder

30 June 2016



16 Reconciliation of net profit/(loss) to net cash flows from operating activities.

(a) Reconciliation of net profit/(loss) to net cash flows from operating activities

30-June-2017 30-June-2016

73,030            (223,840)         

Adjustments for:

673,689          586,634          

Dividends received (900,698)         (577,359)         

Changes in assets and liabilities

(Increase)/decrease in receivables -                     -                      

Increase/(decrease) in payables 9,472              (1,377)             

Net cash flows from operating activities (144,507)         (215,942)         

(b) Reconciliation of cash

30-June-2017 30-June-2016

Bank account balances 157,797          133,340          

Term Deposits 130                 123                 

157,927          133,464          

17 Events occurring after the balance sheet date

18 Withholding tax

30

For the purpose of the statement of cash flows, cash includes cash on hand and in banks and investment in money market

instruments, net of outstanding bank overdrafts.

Parent Entity

Life Settlements Wholesale Fund

for the year ended 30 June 2017

Notes to the financial statements (continued)

Net change in fair value of investments through P&L

There are no matters or circumstances that have arisen since the end of the financial year which significantly affected or may

significantly affect the operations of the Fund, the results of those operations, or the state of affairs of the Fund in subsequent

financial years.

Life policies can be held to maturity or sold on the secondary market. In the year ended 30 June 2012 life policies were

transferred out of the Fund in Australia to the GIS General Fund in Ireland, primarily to increase the marketability of the

product offering. LSFL has had advice that where a policy is sold prior to maturity there is no withholding tax liability.

However, there is uncertainty regarding the interpretation of US taxation legislation and its application to the Fund and if

challenged there is a significant risk that the income on maturing policies in years prior to the transfer could be subject to US

withholding tax of 30% of the net proceeds, i.e. death benefits less acquisition costs and premium. 

If the net proceeds are subject to any US withholding tax, the maximum withholding tax payable at year end by the Fund is

estimated at approximately $26,370,000 excluding interest and penalties (2016: $26,370,000) and would have a material adverse

effect on the net assets of the Fund. The maximum witholding tax payable of $26,370,000 may reduce over time if the period

available for US taxation authorities to challenge the Fund's interpretation expires under the Statute of Limitations.

Net profit/(loss) before distributions to unit holders

Cash shown in the statement of cash flows is reconciled to the related items in the balance sheet as follows:



19 Controlled entities

CMG/Life Settlements Fund Trust

Note 30-June-2017 30-June-2016

Result of the parent entity

Profit/(loss) for the period 73,030            (223,840)         

Other comprehensive income -                     -                      

73,030            (223,840)         

Total assets 15,704,733     15,622,260     

Total liabilities (39,824)           (30,383)           

15,664,909     15,591,877     

20 Economic dependency

31

The directors are of the opinion that apart from the witholding tax noted on Note 18 there are no contingencies that existed at,

or subsequent to year-end.

Life Settlements Wholesale Fund

Financial position of parent entity at year end

Total net assets attributable to unit holders

Total comprehensive income for the period

The Fund controls 100% of the CMG/Life Settlements Fund Trust which is a bare trust domiciled in the United States of

America. The Trust was formed in order to hold encumbered policies. All encumbrances in relation to policies held by the

Trust were repaid on 18 October 2007 with full ownership of these policies being transferred to the Fund. Consequently the

Trust during the year ended 30 June 2017 was inactive and had no assets, liabilities, income or expenses.

The Fund is dependent on the GIS General Fund located in Ireland which provides the majority of the cash inflows to the Fund.

Refer notes 2(c) and 14(c).

As at, and throughout the financial year ended 30 June 2017 the parent entity of the Group was Life Settlements Wholesale

Fund.

Life Settlements Wholesale Fund

Notes to the financial statements (continued)

for the year ended 30 June 2017
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Liability limited by a scheme approved under 
Professional Standards Legislation. 

KPMG, an Australian partnership and a member firm of the KPMG 
network of independent member firms affiliated with KPMG 
International Cooperative (“KPMG International”), a Swiss entity. 

 

Independent Auditor’s Report
 

 

To the unitholders of Life Settlements Wholesale Fund 

 

Opinion 

We have audited the Financial Report of 
Life Settlements Wholesale Fund (the 
Fund). 

In our opinion, the accompanying 
Financial Report of the Fund is in 
accordance with the Corporations Act 
2001, including 

• giving a true and fair view of the 
Group's financial position as at 30 June 
2017 and of its financial performance for 
the year ended on that date; and 

• complying with Australian Accounting 
Standards and the Corporations 
Regulations 2001. 

 

The Financial Report comprises: 

• Consolidated statement of financial position as at 30 June 
2017 

• Consolidated statement of profit or loss and other 
comprehensive income for the year then ended 

Consolidated statement of changes in equity, and 
Consolidated statement of cash flows for the year then 
ended 

• Notes including a summary of significant accounting 
policies  

• Directors' Declaration. 

The Group consists of the Fund and the entities it 
controlled at the year end or from time to time during the 
financial year. 

 

Basis for opinion 

We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Our responsibilities under those standards are further described in the Auditor’s responsibilities for the 
audit of the Financial Report section of our report. 

We are independent of the Group in accordance with the Corporations Act 2001 and the ethical 
requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for 
Professional Accountants (the Code) that are relevant to our audit of the Financial Report in Australia. We 
have fulfilled our other ethical responsibilities in accordance with the Code. 
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Material uncertainty related to going concern 

We draw attention to note 2(c) to the financial statements. The conditions disclosed in note 2(c) indicate 
the existence of a material uncertainty which may cast significant doubt about the Group’s ability to 
continue as a going concern and therefore, whether it will realise its assets and settle its liabilities in the 
normal course of business and at the amounts stated in the financial statements. Our opinion is not 
modified in respect of this matter. 

 

Other Information 

Other Information is financial and non-financial information in Life Settlements Wholesale Fund’s annual 
reporting which is provided in addition to the Financial Report and the Auditor’s Report. The Directors of GI 
Asset Management Limited (the Responsible Entity) are responsible for the Other Information. 

Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not 
express an audit opinion or any form of assurance conclusion thereon. 

In connection with our audit of the Financial Report, our responsibility is to read the Other Information. In 
doing so, we consider whether the Other Information is materially inconsistent with the Financial Report or 
our knowledge obtained in the audit, or otherwise appears to be materially misstated. 

We are required to report if we conclude that there is a material misstatement of this Other Information, 
and based on the work we have performed on the Other Information that we obtained prior to the date of 
this Auditor’s Report we have nothing to report. 

 

Responsibilities of the Directors for the Financial Report 

The Directors of GI Asset Management Limited (the Responsible Entity) are responsible for: 

• preparing the Financial Report that gives a true and fair view in accordance with Australian Accounting 
Standards and the Corporations Act 2001; 

• implementing necessary internal control to enable the preparation of a Financial Report that gives a true 
and fair view and is free from material misstatement, whether due to fraud or error; and 

• assessing the Group and the Fund's ability to continue as a going concern. This includes disclosing, as 
applicable, matters related to going concern and using the going concern basis of accounting unless they 
either intend to liquidate the Group and Fund or to cease operations, or have no realistic alternative but to 
do so. 
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Auditor’s responsibilities for the audit of the Financial Report 

Our objective is:  

• to obtain reasonable assurance about whether the Financial Report as a whole is free from material 
misstatement, whether due to fraud or error; and  

• to issue an Auditor’s Report that includes our opinion.  

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with Australian Auditing Standards will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error. They are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of this Financial Report. 

A further description of our responsibilities for the audit of the Financial Report is located at the Auditing 
and Assurance Standards Board website at: http://www.auasb.gov.au/auditors_files/ar7.pdf. This 
description forms part of our Auditor’s Report. 

 

 

 

KPMG JJ Frazer

 Partner

 Gold Coast

 26 September 2017

 

 




