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Important Notice 
 
This Product Disclosure Statement (PDS) relates to the offer of Ordinary Units in the Life Settlements Wholesale Fund 
ARSN 110 346 695 (the Fund) and is dated 23rd February 2009.  The offer of Ordinary Units under this PDS is by Life 
Settlements Funds Limited ABN 57 100 885 505 (the Responsible Entity) as responsible entity for the Fund.  
 
The custodians of the Fund at the date of this PDS are Perpetual Trustee Company Limited (Australian Custodian) and The 
Bank of New York Mellon (USA Custodian). The USA Custodian and the Australian Custodian are not the issuers of this 
PDS, and make no representations as to, and take no responsibility for, the accuracy or truth of any statement in, or 
omission from, any part of this PDS. 
 
Neither the Responsible Entity, the USA Custodian, the Australian Custodian, nor their directors, members or associates 
guarantee the performance of the Fund, the repayment of capital or any particular rate of capital or income return.  The 
Responsible Entity has not authorised any person to give any information or to make any representation in connection 
with the Offer which is not contained in this PDS.  No such information or representation may be relied upon as having 
been authorised by the Responsible Entity in connection with the Offer. 
 
Information contained in this PDS (and any supplementary PDS) may change from time to time.  If the change will be 
materially adverse then, in accordance with the Corporations Act, the Responsible Entity will issue a supplementary PDS.  
However, if the change will not be materially adverse to the Offer, then the Responsible Entity will not issue a 
supplementary PDS.  Updated information will be continually available on the Responsible Entity’s website at 
www.lifesettlementsfund.com and upon request the Responsible Entity will provide a paper copy of any updated 
information free of charge.   
 
This PDS may be accessed at www.lifesettlementsfund.com. If a prospective Investor has received this PDS electronically, 
then the Responsible Entity will provide a paper copy free of charge upon request.  This PDS does not constitute an offer 
or invitation in any place in which, or to any person to whom, it would not be lawful to make such an offer or invitation. 
The distribution of this PDS outside of Australia may be restricted by law and persons who come into possession of this 
PDS outside of Australia should seek advice on and observe such restrictions in their own country. Any failure to comply 
with these restrictions may constitute a violation of applicable laws in their country.  
 
This PDS should be read in its entirety. Prospective Investors should note the PDS has not been prepared with the 
objectives, financial situation or particular needs of any particular person or class of persons in mind.  Before making an 
investment decision, prospective Investors should consider whether the investment is appropriate to their needs, 
objectives and circumstances.  The Responsible Entity recommends that prospective Investors obtain independent legal 
and financial advice. 
 
The Responsible Entity authorises this PDS for use by persons investing through an investor directed portfolio service, 
master fund, wrap account or custodial service (collectively referred to as an ‘Administration Service’ in this PDS).  When 
investing in the Fund through an Administration Service, this PDS should be read in conjunction with the current 
disclosure document for the relevant Administration Service and applications must be made on the application form 
supplied by the Administration Service operator.  The current disclosure document for the relevant Administration Service 
may be obtained from the relevant service operator. 
 
Perpetual Trustee Company Limited (Australian Financial Services Licence No. 236643) is the custodian of the Fund.  
Perpetual's role is limited to holding assets of the Fund as agent of the Responsible Entity. Perpetual has no supervisory 
role in relation to the operation of the Fund and is not responsible for protecting your interests. Perpetual has no liability 
or responsibility to you for any act done or omission made in accordance with the terms of its custody agreement. 
 
Definitions of certain terms used in this PDS appear in the Glossary of Terms (refer Section 10).  Any amounts of money 
referred to in this PDS are expressed in Australian dollars unless otherwise expressly stated. 
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Key risks of an investment in the Fund 
 
All investments involve risks.  As well as general risks which come with many investments, the Fund has some particular 
risks associated with it, due to the nature of what it invests in.  Applicants should consider the risks, seek independent 
professional advice and read this PDS in full, before investing in the Fund.  Some of the key risks associated with an 
investment in the Fund include the following: 
 
Capital risk - The repayment of Investors' capital is not assured. Fluctuations in the Fund's performance may lead to 
capital gains, but they can also lead to the loss of Investors' capital. 
 
Currency risk - The Fund is exposed to movements in exchange rates. The Fund purchases its investments in US dollars 
and borrows in US dollars. Movements in exchange rates can therefore adversely impact the value of the Fund (and 
therefore the Unit Price and Withdrawal Price); and the amount of distributions to Investors. However, as at the date of 
this PDS, the Responsible Entity has put in place hedging arrangements which are designed to significantly reduce the 
impact of currency fluctuations on the Ordinary Unit Price (see Section 2). 
 
Life expectancies - Estimates of the life expectancy of an insured person may vary from the actual period the person 
lives. This can adversely impact the return to the Fund from a Life Policy.  
 
Borrowing risk - Borrowing to purchase investments can potentially help enhance the returns to the Fund, but it also 
magnifies any losses.  As borrowings mature, there is always a risk that they cannot be re-financed, or re-financed on 
favourable terms. In those situations, Life Policies may need to be sold on short notice, at prices lower than those which 
the Responsible Entity might have achieved in different circumstances. 
 
Tax status of the Fund - There is a risk that if the Fund does not fall within the terms of the Australia-US Double Tax 
Agreement, then withholding tax may apply to the net profits from matured policies. There is a higher risk that USA 
withholding tax (and other tax) could be imposed on non-Australian-resident Investors. This would adversely impact on 
returns to Investors. Please refer to Section 7 – Taxation, for further information. 
 
Insolvency of an insurer - if an insurer becomes insolvent, then there is a risk the proceeds from a Life Policy may not 
be able to be realised by the Fund. 
 
Liquidity risks - Whilst in normal conditions Investors can make a request to withdraw the whole or part of their 
investment in the Fund, there is always a risk withdrawals from the Fund may need to be suspended by the Responsible 
Entity (including where, due to changes in market conditions, the Responsible Entity does not reasonably expect to be 
able to sell investments in Life Policies in sufficient time to satisfy withdrawal requests). 
 
Dilution - As the Fund grows and more Units are issued, an Investor's proportional investment in the Fund may be 
diluted. 
 
Further information in relation to risks is set out in Section 5 of the PDS. 
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1. Overview of the Life Settlements industry  
 
What is a "Life Settlement"? 

A "Life Settlement" is the transfer of the beneficial interest in a USA life insurance policy, by the insured to a third party 
(in this case, the Fund). The policy owner transfers their policy at a discount to its Face Value, in return for an immediate 
cash settlement.  The purchaser of the policy is then responsible for premiums payable on the policy and will be entitled 
to receive the full Face Value from the insurance company upon maturation (i.e., upon the death of the insured). 
 
Why do people sell their life insurance policies?  

There are a variety of personal reasons for people selling their Life Policies.  Most people acquire life insurance early in 
their careers as a means of protecting their income and family in the event of an unexpected event. However, over time, 
changes in a person's circumstances often mean that their policy is no longer considered a necessity. 
 
In circumstances where the alternative for the insured is to let the policy lapse and lose a potentially large portion of the 
premiums which have been paid on the policy, selling a Life Policy, as a Life Settlement, is an attractive option, because 
the individual is able to sell the unwanted policy for a value well in excess of the surrender value offered by the issuing 
insurance company. 
 
What is the market for Life Settlements? 

There is a secondary market for Life Settlements in the USA. In 1911, the US Supreme Court found that a Life Policy was 
an asset that could be freely transferred. All Life Settlements referred to in this PDS occur in, and relate to Life Policies 
located in the USA.   
 
How does a Life Settlement transaction work? 

Generally, a Life Settlement transaction works in this way: A Life Policy owner, in consultation with his or her financial 
advisers (life broker or agent), will form the view that their policy is no longer required; and will determine the policy 
surrender value, comparing this with the likely return from a Life Settlement transaction. If the policy is generally suitable 
for a Life Settlement transaction, the person's adviser will assemble the necessary information and documentation 
(including medical records assessment) and commence the process of putting the policy out for sale. This would normally 
be done by offering the policy for sale via licensed Providers, who act for potential investors. U.S. State insurance 
regulations usually dictate that Providers can only act for buyers. Only some insureds meet the criteria to be able to sell 
their policy as a Life Settlement.  If the policy is suitable, then the Providers will negotiate offer prices.  Policy owners are 
assisted in this process by their financial advisers and in some cases, by brokers who act as intermediaries and receive 
commissions.  A policy owner will normally accept the highest offer and the relevant Provider will then place the cash 
payment in "escrow", while at the same time, the seller must lodge documentation to facilitate transfer of ownership.  
Once the change of ownership documentation is complete (processed by the insurer), then the policy is transferred and 
the cash payment made to the policy seller.  The purchaser of the policy will then be responsible to pay the future 
premiums and is entitled to receive the Face Value benefit when the policy eventually matures. 
 
How will the Responsible Entity know when to lodge an insurance claim? 

At the time of sale of a policy, the policy owner contracts with the purchaser to supply necessary information (usually via 
the social security system) to allow tracking for claims purposes. This service is provided to the Fund by appropriately 
qualified and licensed agents, who identify when an insured has died, at which time procedures are activated to obtain 
documents required for lodgement of a claim with the relevant insurance company on behalf of the Fund.  All USA 
citizens are issued a social security number, which is a matter of public record and is used by these service providers to 
assist in the early recognition of the insured’s death, in the same way that insurance companies verify claims.  
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2. The Fund and its investments 
 
History and investment strategy 

Life Settlements Wholesale Fund was established in 2004, with the primary objective of acquiring a portfolio of Life 
Policies in the USA, through Life Settlements transactions. 
 
The Fund is an Australian unlisted unit trust, registered with ASIC as a managed investment scheme. 
 
The Responsible Entity aims to generate attractive risk adjusted returns over time, by actively managing a large and 
diversified portfolio of Life Policies, through Life Settlement transactions. The investment strategy is a research-driven 
active investment selection, where individual Life Policies are analysed and assessed based on various factors, including 
the credit rating of the issuing insurance company, the life expectancy and medical impairments of the insured, the 
expected future premium burden on the Fund from the policy and the expected return to be eventually generated by the 
policy. 
 
It is the intention for the Fund to be well diversified, by way of issuing insurance company, number of insureds and 
classes of medical impairment. As at 31st December 2008, the Fund held a total of 569 policies. These policies are 
underwritten by 70 insurance companies, insuring 425 individuals, with 79 different classes of medical impairment. 
 
The Fund can purchase individual policies, fractional policies and bundles of policies.  
 
As well as acquiring Life Policies, the Fund may also invest in short-term money market products or place cash on deposit 
with authorised deposit-taking institutions.  All interest earned on these investments will form part of the income of the 
Fund. 
 
The Fund may also acquire interests in other trusts which own Life Policies, including trusts operated by the Responsible 
Entity or its associates.  In such situations, the Responsible Entity will review the underlying Life Policy investments held in 
the relevant trust's portfolio. 
 
Size of the Fund 

As at 31st December 2008, the Fund had 1,216,029,826.16 Units on issue*. 
*This figure includes Investors who hold Ordinary, EA, AP and SA class Units. 

 
Portfolio of the Fund 

The Fund commenced purchasing Life Policies in April 2006 and now has a substantial portfolio of policies.  The table 
below provides details of the Fund's Life Policy investments, as at 31st December 2008: 
 
Portfolio Statistics  

Number of policies in the portfolio 569 
Number of issuing insurance companies  70 
Weighted average age of insureds (by Face Value)   80 years 
Number of insured lives 425 
 
Information about the portfolio is subject to change.  The Responsible Entity provides updates on its website, on aspects 
of the Fund that change from time to time (such as the value and composition of the portfolio). Investors can access this 
information at www.lifesettlementsfund.com. As stated in the Important Notice at the commencement of this PDS, 
where changes are materially adverse to the Offer, then the Responsible Entity will issue a supplementary PDS.   
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Financial position of the Fund 

The following summary balance sheet shows the financial position of the Fund, as at 31st December 2008 (based on the 
Fund's unaudited financial statements for the half-year ended 31st December 2008): 
 
 
 AUD 
Assets  
Cash & cash equivalent 13,187,180 
Receivables 140,873 
Value of Life Policies 1,406,079,489 
Total assets  1,419,407,542  
  
Liabilities  
Trade and other payables 4,206,588 
Loans and borrowings 32,491,652 
Total liabilities 36,698,240 
  
Net assets attributable to Unit holders  1,382,709,302 
 
A full copy of the most recent audited financial statements of the Fund is available on the Responsible Entity's website – 
www.lifesettlementsfund.com (please note that under Australian accounting standards, the reporting currency for the 
Fund's financial statements is US dollars, however the above summarised balance sheet is expressed in AUD, for ease of 
reading). 
  
Return characteristics of the Fund and hedging policy 

Investors can expect returns from the Fund will take either one or both of two forms: 
 

• Any variable movements in the Unit Price (possibly both positive and negative), which would be realised by an 
Investor on any redemption by them of Units held. Movements in the Unit Price are based on regular 
revaluations of the investments in the Fund (in particular the Life Policies owned by the Fund), and can also 
include the effect of exchange rate movements (depending on whether there are any currency hedging 
arrangements in place— see below). 

 
• Payment of variable cash distributions from any Net Income of the Fund, which is derived from net profit on 

matured policies, net profit from sale of policies and any other incidental income from other cash-based 
investments. 

 
It should be noted that the overwhelming majority of the Fund’s assets (i.e. Life Policies) are denominated in US dollars. 
The investment performance of Life Policies is normally relatively predictable. However, the effect of movements in the 
AUD/USD exchange rate is not predictable. At times (depending on whether there are any currency hedging 
arrangements in place), the effect of currency movements may add to the investment performance of the Fund but at 
other times, it may detract from the investment performance of the Fund (please see “Currency Risk” in Section 5). 
 
However, as at the date of this PDS, the Responsible Entity has put in place hedging arrangements which are designed to 
significantly reduce the impact of currency fluctuations on the Ordinary Unit Price. Hedging is a technique designed to 
reduce or eliminate financial risk, by taking offsetting financial positions using specialist hedging products (derivative-
based financial products).  In the case of the Fund, as at the date of this PDS, positions have been taken in particular 
foreign exchange hedging products (i.e., the Fund has acquired those products); which are intended to effectively 
neutralise the value of the Fund's US dollar denominated assets (i.e., the Fund's life policies) from any fall or rise in the 
value of the US dollar as against the Australian dollar.  Previously, any fall in the US dollar has had a negative effect on 
the Ordinary Unit Price; and the hedge taken out by the Fund is designed to minimise that impact. 
 
The decision by the Responsible Entity to implement this hedging arrangement, which was implemented in early January 
2009, is intended to significantly reduce the impact of currency fluctuations on the Ordinary Unit Price. It is intended that 
this hedging strategy will enable the Ordinary Unit Price to reflect the performance of the Fund's American life settlement 
policies (i.e., any increase in the value of the policies), without the impact of fluctuations in the value of the US dollar 
against the Australian dollar. 
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This Fund's hedging policy will be reviewed by the Responsible Entity on a periodic basis. However, as at the date of this 
PDS, the intention is to maintain this currency hedging arrangement, for as long as it is considered to be in the best 
interests of the Fund.   
 
As noted later in this Section, the nature of the Fund's investments means at present, the Fund does not pay regular 
distributions to Investors. Also, the Responsible Entity does not forecast nor guarantee any particular level of returns 
(whether of income or capital) from the Fund or its investments. 
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Historical performance 
The performance of the Unit Price of the Fund to date is shown in the following chart:  
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The second graph illustrates the movement in the Fund's Net Asset Value per Unit, expressed in US dollars. This is to 
demonstrate the investment performance of the underlining assets of the Fund to date (based on revaluations of the 
Fund's portfolio of Life Policies), excluding the effect of movements between the AUD and USD currencies. 
 
As the Fund's portfolio of policies is relatively new, up to the date of this PDS, there have been only limited distributions 
(from interest income only) to Investors (refer to "Distributions" later in this Section). 
 
Up to the date of this PDS, there has yet to be sufficient Life Policy maturities to produce Net Income from that source.  
 
Why are the Fund's Life Policy investments located in the USA?  

The Fund purchases Life Policies (through Life Settlement transactions) in the USA for the following reasons: 
  

a) The Life Settlements industry has been established in the USA since 1997. The secondary market for Life Policies 
in the USA is well-established. 

 
b) There is a large volume of policies available for purchase. 

 
c) There are a large number of suitable insurance companies in the USA. 

 
d) The USA has some of the world’s largest life insurance companies.  

 
e) Most States in the USA operate a US State Government “Guarantee Fund” that guarantees the payment of 

policy death benefits up to usually US$300,000 per life insured, in the event of insurance company insolvency.   
 

f) Under the "non-contestability" provisions imposed on insurance companies by the Statute of Limitations in the 
USA, life insurance companies cannot contest the payment of death benefits, provided premiums have been 
fully paid during the "Contestability Period" and up to the date of death of the insured. The Contestability 
Period is typically two years (from the commencement of the policy).  
 

What kind of Life Policies does the Fund aim to purchase? 

The Responsible Entity endeavours to only purchase Life Policies which meet the Fund's Policy Purchase Criteria (see 
below). However, a policy which does not meet all the Policy Purchase Criteria might still be pursued, if the Responsible 
Entity believes the purchase is in the best interests of the Fund.  For example, from time to time, a policy may be assessed 
for purchase, fall short of one criterion, but meet the remaining four requirements.  In this case, the Investment 
Management Committee may consider all relevant facts relating to the policy and recommend the Responsible Entity 
reject or purchase the policy.  Further information on the Investment Management Committee and its role are set out in 
Section 4.   
 
The Fund’s Policy Purchase Criteria  

As at the date of this PDS, the Fund's Policy Purchase Criteria are as follows: 
 

a) Policies must be issued by life insurance companies rated ‘secure’ or better, by A.M. Best or an equivalent 
insurance rating organisation.  Further details about A.M. Best are set out below. 

 
b) Policies must be beyond their Contestability Period. That is, the insurance company must be contractually 

obligated to honour any claim against the policy, regardless of the circumstances of death (including suicide) or 
whether the insured committed fraud in the policy application process.  

 
c) Policies must relate to persons aged around 65 years or older with health impairments and a medically evaluated 

life expectancy of 10 years or less.  
 

d) Policies must relate to persons who have entered into a contract to provide updated medical records 
periodically. 

 
e) If the insured is the current policy owner, the Fund requires the insured to sign a beneficiary waiver or an 

affidavit, confirming the insured's intent to dispossess the current beneficiary of the policy. A “sound mind 
statement” from the insured’s attending physician is obtained, if applicable. 

 
Whilst policies purchased would normally meet all of the above guidelines, there may be some circumstances where a 
potentially suitable policy may be slightly outside one or more. The Responsible Entity has appointed an Investment 
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Management Committee to review and consider policies presented to the Fund for purchase which do not meet all of the 
Fund's Policy Purchase Criteria.  
 
The Directors and the Investment Management Committee may review and amend the Fund’s Policy Purchase Criteria 
from time to time. The Responsible Entity envisages any changes to the criteria would only be to reflect changes in the 
market for Life Settlements in the USA.  Investors will be updated in relation to any changes, on the Responsible Entity's 
website at www.lifesettlementsfund.com  (although if there is a change which is materially adverse to the Offer, then a 
supplementary PDS will also be issued).  
 
A.M. Best  

One of the Fund's Policy Purchase Criteria is for policies to have been issued by an insurer with a suitable A.M. Best 
rating.  A.M. Best provides ratings of the financial strength of insurance companies. Ratings provide an opinion of an 
insurance company’s ability to meet long-term obligations to its policyholders, arising from an analysis of the insurance 
company’s balance sheet strength, operating performance and business profile.  
 
A.M. Best describes a "secure" insurer as having either "superior" or "excellent" or “good” balance sheet strength, 
operating performance and business profile. These companies are considered to have either a very strong or strong ability 
to meet their long-term financial obligations to policyholders.  
 
The Responsible Entity intends to only purchase policies issued by insurance companies rated "secure or better" by A.M. 
Best or a similar rating agency (Moody’s Investor Services, Fitch, Standard & Poors). By doing so, the Responsible Entity 
believes it can substantially reduce the risk of potential losses that may result from the financial failure of an insurance 
company. 
 
Future growth of the Fund  

The Fund is open-ended, which means it does not have a fixed end date and the Responsible Entity intends to continue to 
accept investment applications and acquire Life Policies, for as long as there is demand from Investors and suitable 
policies are available for acquisition. 
 
However, the Responsible Entity reserves the right to close the Offer at any time, or to re-open the Offer after a period 
during which it has been closed. 
 
The potential size of the Life Settlements market, between 2007 and 2016, has been estimated as possibly ranging 
between US$90 billion and US$140 billion in policy face value. However, it should be noted that while indications are the 
Life Settlements market in the U.S. is a growing one, it is not possible to know with any certainty the level of suitable Life 
Policies which will be available for the Fund in the future.   
 
Distributions  

The nature of a Life Policy is that premium payments are made during the life of the insured and then a payment is 
received upon the insured's death. This means that (apart from income generated by any ancillary investments of the 
Fund, such as cash-based investments) the Fund receives income only when a policy matures or is sold. 
 
Therefore, Applicants should not expect to receive regular distributions from the Fund, at least in the short to medium 
term, and Applicants should be aware that the distributions will be variable. 
 
It is intended that (where the Fund has actual Net Income to distribute), distributions will be paid at least annually, within 
90 days from the end of the financial year. Therefore, the Distribution Period for the Fund (where there is Net Income 
available for distribution) is currently each financial year ending 30 June. 
 
One of the Fund's Policy Purchase Criteria is to purchase policies of insureds with a remaining life expectancy of up to 10 
years. 
 
As the life of the Fund progresses and the Fund's existing policies begin to mature, it is expected the regularity of the 
Fund's income will increase and therefore, so will the ability of the Fund to make distributions to Investors. When the 
Responsible Entity considers the Fund is in a position to do so, then the intention is to commence paying distributions 
more frequently.  
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Valuation of investments in Life Policies 

There are a range of industry accepted valuation methodologies for Life Policies, that utilise many variables which 
contribute to the value of a policy (such as for example the net death benefit, the life expectancy of the insured, the type 
of policy to be purchased and the expenses associated with maintaining the policy). There are two more generally 
accepted methods for valuing Life Policies. These are the "deterministic approach" and the "probabilistic approach". A 
simplified explanation of each approach is provided below. 
 
Under the deterministic approach, a discount rate is applied to the premiums to be paid for the entire life expectancy of 
the insured, and to the full Face Value.  This approach assumes the policy will stay in force and terminate on the exact 
date of the insured's projected life expectancy. 
 
However, the probabilistic approach is an actuarial method that fits a policy's expected cashflows (premium payments 
and death benefits) to a mortality scale.  An appropriate probability factor is determined from an actuary's Mortality Table 
and this is applied to generate a series of expected cash flows and an internal rate of return, to price the policy. The 
probabilistic approach acknowledges the range of possibilities that may apply to a life expectancy and therefore affect the 
return from an investment in a Life Policy.          
 
As at the date of this PDS, the Responsible Entity values Life Policies for Unit pricing purposes using a methodology which 
combines these two approaches. The Responsible Entity considers this methodology provides the most appropriate and 
fair valuation of the Fund's portfolio. 
 
In order to determine the value of a policy at any particular time, the Responsible Entity calculates two components. The 
first component is referred to as the "basis", which is usually the actual acquisition cost of the Life Policy to the Fund. The 
pricing model from which this basis is obtained is calculated using a modified deterministic approach, using the targeted 
IRR from the policy at maturity, at an appropriate discount rate. The Responsible Entity uses third party service providers 
to give advice on the appropriate discount rate to be applied, based on the service providers' experience in the Life 
Settlements market. The second component is the incremental increase in the value of the policy prior to its maturity, 
capped at 85% of the Face Value. 
 
The starting point for the valuation is thus the basis, obtained through a modified deterministic policy pricing model, but 
the incremental increase in value of that basis over time is calculated using a patent-pending probabilistic model. 
 
The Responsible Entity thus determines the total valuation number using a combination of the "deterministic" and 
"probabilistic" approaches, described earlier.  The second component (the cumulative incremental increase) is added to 
the first (the basis of the Life Policy), to provide a value for a policy at a given point in time. 
 
Therefore, for the purpose of working out the current Net Asset Value of the Fund (and therefore, the Unit Price or 
Withdrawal Price), Life Policy values are determined by the Responsible Entity. 
 
All policies are independently valued by a suitably qualified USA actuary at 6-monthly intervals, currently using a 
probabilistic approach, for reporting purposes under Australian equivalents to International Accounting Standards (A-
IFRS). Any difference between the two methodologies is reported in the Fund's financial accounts. 
 
The differences between methodologies, if any, will vary depending on the characteristics of the individual policies being 
valued. 
 
The Fund's Unit pricing policy contains some more information about how policies are valued for Unit pricing purposes. 
As noted in Section 9, a copy of the Unit pricing policy is available free of charge from the Responsible Entity. 
 
 
Valuation of other investments 

All cash and cash equivalents (e.g. cash on hand, short term deposits with financial institutions)   are valued at face value.  
 
Borrowings 

The Fund may borrow from time to time, to— 

• assist in purchasing Life Policies 

• ensure the payment of premiums on policies owned by the Fund, and  

• assist in meeting withdrawal requests. 
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In addition, the Fund may assume the liability to repay an existing amount, where a Life Policy is acquired subject to a 
pre-existing borrowing. 

As at 31st December 2008, the Fund's gearing ratio was 2.29% (ratio of total borrowings to the gross asset value of the 
Fund), which comprises a premium financing facility. The premium financing facility can be repaid at anytime, at the 
discretion of the Responsible Entity, but it is only required to be repaid progressively upon the sale or maturity of each 
relevant policy. 

It is not the intention of the Responsible Entity to enter into any substantial long term borrowings to enhance the 
performance of the Fund; and any gearing is therefore expected to mainly comprise short-term borrowings of the types 
stated above. As such, the gearing ratio for the Fund at any time is not expected to be high. 

In some cases, the Fund may acquire Life Policies which are the subject of existing loans (i.e., which are encumbered).  In 
these situations, the Fund will assume the responsibility to repay the loan.  However, any encumbrance will be taken into 
account as part of the valuation process and will therefore be reflected in the acquisition price for the policy negotiated 
by the Responsible Entity. 
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3. Investing in the Fund 
 
The Offer 

Under this PDS, Applicants are invited to subscribe for Ordinary Units in the Fund. 
 
Funds raised under this PDS will primarily be used to purchase Life Policies in the USA, through entering into Life 
Settlements. However, funds raised may also be used, at the Responsible Entity's discretion, to assist in meeting 
withdrawal requests, to pay premiums due on policies or to reduce borrowings of the Fund. 
 
Subscription details  

The minimum initial investment amount for an application under this PDS is $30,000 and then in further increments of at 
least $5,000. 
 
The Responsible Entity may accept amounts lower than this, at its absolute discretion. 
 
Unit Price 

Units offered under this PDS will be issued at the prevailing Unit Price. 
 
The Unit Price is calculated by determining the Net Asset Value of the Fund and dividing this amount by the total number 
of Units on issue. As noted earlier in this PDS, the Assets largely comprise investments in Life Policies. 
 
The Net Asset Value of the Fund at any time is calculated by subtracting from the value of the Fund's Assets, all liabilities 
of the Fund (including any provisions the Responsible Entity considers should be taken into account). Amounts subscribed 
by Investors for Units are excluded from this calculation of the Fund's liabilities. 
 
The Responsible Entity calculates the value of the Assets on at least a monthly basis, at the close of the last Business Day 
of the calendar month. The Unit Price, once struck, is effective for all investment applications from the 1st Business Day of 
the new month and remains in force until a new Unit Price is struck, usually at the beginning of the next month. 
 
Valid investment applications received after cut-off time (currently 3.00 pm) on the last Business Day of the month will 
normally be held over until the new month and accordingly, will be processed at the new Unit Price struck for that new 
month. 
 
Therefore, Applicants should be aware that if they lodge an investment application after the end of month cut-off time, 
then this may result in their application being processed using a different Unit Price than that which applied when they 
lodged their application. 
 
Where there is any distributable income accrued in the Fund at the time the Unit Price is struck, then the Unit Price will 
include a share of that accrued distributable income.  
 
The current Unit Price can be obtained by contacting the Responsible Entity by telephone or accessing the Fund’s website 
at www.lifesettlementsfund.com. 
 

Income distribution calculation  

As noted earlier in this PDS, the Fund does not receive regular income and therefore (at present) does not make regular 
distributions to Investors. However, where in a given Distribution Period (currently each financial year, ending 30th June), 
the Fund has received income from its Life Policy investments, the Responsible Entity will determine the distributable 
income of the Fund. Unless the Responsible Entity determines otherwise, the distributable income will be the Net Income 
of the Fund for the relevant period.  
 
The Net Income is calculated to give a ‘cents per Unit’ distribution rate. The amount of the distribution Investors receive 
will depend on the number of Units held on the last day of the relevant Distribution Period. Therefore, if an Investor 
disposes of their Units partway through a Distribution Period, then the Investor will not receive any distribution for that 
period. This is commonly referred to as a ‘rolled-up’ unit pricing and distribution method. For example, if (while the 
Fund's Distribution Period is based on financial years ending 30th June) the Fund generates Net Income during a year, but 
an Investor disposes of their Units part-way through that year, then the Investor will not be entitled to participate in the 
distribution made following the end of the year.  
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Note Section 7 contains general information on the taxation treatment of the Fund. In particular, that section contains 
information on withholding tax, which may apply to Investors. 
 
Distribution reinvestment  

Investors can elect to receive distributions (when payable) directly to their bank account or to have them reinvested as 
additional Units in the Fund, at the Unit Price applicable at the time of reinvestment. There is no discount on the issue 
price of Units for distribution reinvestments.  
 
The distribution reinvestment instructions need to be either that all distributions are to be reinvested or all paid in cash.  
 
Investors who wish to reinvest their distributions must advise the Responsible Entity by marking the appropriate box on 
the application form or they can request this by writing to the Responsible Entity at any time. If Investors do not reinvest 
their distributions, then their beneficial ownership in the Fund may be diluted as more Units are issued to Investors who 
do participate in the distribution reinvestment plan. The Responsible Entity may choose to suspend the distribution 
reinvestment option at any time by giving notice to Investors.  
 
In the absence of written instructions to the contrary, the Responsible Entity will assume an Investor wishes to reinvest 
their distributions. 
 
Liquidity of the Fund 

The Corporations Act provides a fund is “liquid” when at least 80% of the value of the assets of the fund are "liquid" 
assets (being assets the responsible entity reasonably expects can be realised for market value within the time allowed in 
the fund’s constitution for satisfying withdrawal requests). 
 
In the case of the Fund, the Constitution gives the Responsible Entity up to 90 days to meet withdrawal requests. 
 
The Responsible Entity considers that in normal operating conditions, most (or all) of the Fund's investments will be liquid, 
and it will be able to meet withdrawal requests within the constitutionally prescribed period, because of the following:  
 

I. The Responsible Entity will have access to the net in-flow of cash funds received from new Investors (i.e., 
investment applications) that has not been utilised to acquire new policies. 

 
II. An amount of up to 10% of funds received from Investors will be set aside as cash reserves; and will be invested 

in an interest bearing account, to fund premiums and operating expenses (this cash will also be a liquid asset of 
the Fund). A summary of the Fund's cash (and cash equivalent investments) as at 31st December 2008 is 
contained in the balance sheet in Section 2. 

 
III. There is an established secondary market in the USA for Life Policies; and the Fund can sell policies to fund 

withdrawals. The nature of the Life Settlement market is that Life Policies do not transact as rapidly as market-
listed stocks and bonds. However, based on the Responsible Entity's knowledge and experience of the 
secondary market for Life Policies in the USA and how that market functions, the Responsible Entity is satisfied 
that, in normal operating conditions, the Fund can sell policies within 90 days.  

 
In the event the Fund needs to liquidate policies, the prices received may vary depending on a number of 
factors, including:  
 
a) the number of bidders 
b) the characteristics of the policies  
c) prevailing market conditions 

 
IV. The Responsible Entity may also apply any cash proceeds received by the Fund from maturing policies, to help 

fund withdrawals.  
 

V. The Responsible Entity will also have access to any ancillary cash-based investments of the Fund.  
 
Therefore, it is considered that in normal operating conditions, the Fund will be "liquid". 
 
In addition, to assist the Fund in meeting withdrawal requests, if necessary, the Fund will use short-term credit facilities 
from financial institutions, which can be drawn-on (refer to Section 2). 
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The Responsible Entity considers that the full period of 90 days would only be required in limited circumstances, such as 
where a large number of policies need to be realised at one time.  
 
Withdrawing your investment  

As (in normal operating conditions) the Fund is considered "liquid", you can make a request to withdraw some or all of 
your investment at any time.  The Responsible Entity will usually endeavour to pay your withdrawal request within 7 
Business Days. However, as noted earlier, the Constitution permits up to 90 days to pay withdrawal requests.   
 
If your withdrawal request would cause your investment balance to fall below the current minimum balance amount, 
then the Responsible Entity can treat your request as a request for a full withdrawal. The current minimum balance to be 
maintained is 1,000 Units. The Responsible Entity may change the minimum balance amount at any time. 
 
The Responsible Entity may suspend withdrawals from the Fund, at its discretion, where the Responsible Entity considers 
it in the best interests of Investors to do so.  Suspension may continue for any period the Responsible Entity determines. 
Any withdrawal request received during a period of suspension will be returned and the Investor will be invited to re-
submit a new withdrawal request after the end of the suspension period.  
 
However, any withdrawal request received prior to the commencement of a period of suspension, but which has not 
been processed, will be held over and deemed to have been received immediately after the end of the suspension period 
and will be processed at the applicable price upon lifting of the suspension.  
 
Withdrawals could be suspended if, for example, the Responsible Entity considers it is unable to properly value the Fund's 
investments, or if due to market conditions, the Responsible Entity does not reasonably expect to be able to sell 
investments in Life Policies in sufficient time to satisfy withdrawal requests. Applicants should therefore note there is 
always a risk that they will be unable to withdraw at a particular time. 
 
Investors will be informed in writing of any suspension to withdrawals, as well as through posting of a notification on the 
Responsible Entity's website – www.lifesettlementsfund.com. 
 
How to request withdrawal 

You must provide us with withdrawal instructions in writing, by mail or fax.  The written request must contain the 
following details: 
 
Your Investor account number, your full Investor account name and your signature; and  
 

• The dollar amount (or the number of Units) you wish to withdraw; and  
• A daytime telephone number; and  
• Whether you would like a cheque or direct credit (a cheque will be posted to the address on file; direct credit 

will be to your previously nominated account with an Australian bank or other financial institution). 
 
If (where withdrawal proceeds are paid by direct credit) the payment of your withdrawal proceeds is returned to us and 
remains outstanding for one month, the Responsible Entity may reinvest the proceeds in the Fund, using the Unit Price 
current at the time of the reinvestment transaction. If your withdrawal proceeds cheque remains un-presented for three 
months, the Responsible Entity may stop the cheque and reinvest the proceeds in the Fund, using the Unit Price current at 
the time of the reinvestment transaction.  
 

Withdrawal Price 

Like the Unit Price, the Withdrawal Price is struck at least monthly (at the close of business on the last Business Day of 
each month) and is a function of the Net Asset Value at the time, divided by the number of Units on issue, adjusted by an 
allowance for transaction costs.    
 
The transaction costs allowance is deducted from the Net Asset Value when calculating the Withdrawal Price, to assist in 
covering the costs associated with selling investments of the Fund and satisfying withdrawal requests. This is to ensure 
remaining Investors are not disadvantaged. 
 
As at the date of this PDS, the transaction costs allowance is 0.5% of the Net Asset Value per Unit. This is applied across 
all Unit classes.  
 
In normal circumstances, if your withdrawal request is received in our office by 3 p.m. on a Business Day (withdrawal cut-
off time), your withdrawal will be processed that day, using the last Withdrawal Price set. 
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If the Responsible Entity receives your withdrawal request after the withdrawal cut-off time or on a non-Business Day, 
your withdrawal will usually be processed on the following Business Day (again using the last Withdrawal Price set).  
 
If your withdrawal request is received after the withdrawal cut-off time on the last Business Day of the month, the 
withdrawal request will be processed after the new Withdrawal Price (i.e., applicable to the next month) has been struck. 
This may take up to 4 Business Days (i.e., it may take up to 4 Business Days to process your request). 
 
The withdrawal cut-off time is subject to change, but the Responsible Entity will inform Investors of this change in 
advance. 
 
Note that as explained earlier, the Responsible Entity will usually then endeavour to pay your withdrawal request within 7 
Business Days; however, the Constitution permits up to 90 days to pay withdrawal requests. 
 
Reporting 

The Responsible Entity sends regular reports to Investors to keep them updated on the progress of the Fund. The 
Responsible Entity will send each Investor:  
 

a) A quarterly transaction statement for the Investor's account, including details of distributions, if any  
b) A quarterly report summarising the performance of the Fund during the relevant period, together with any 

other relevant Fund information*.  
 

In addition, Investors will generally be provided with: 
 

a) The annual financial report* for the Fund each year  
b) A tax statement each year  
c) Fund half-yearly financial statements for the six months ending 31 December*. 

 
*These reports will also be made available on the Fund’s website at www.lifesettlementsfund.com. 
 
Investors with queries can phone the Responsible Entity on the numbers provided in the directory.  Investors can also 
access the Responsible Entity’s website at www.lifesettlementsfund.com to review general information on the Fund 
including Unit pricing, portfolio information and any other various reports as they are produced. 
 
Additionally, the Fund is a disclosing entity under the Corporations Act and is subject to regular reporting and disclosure 
obligations under the Corporations Act.  Annual and half yearly accounts and notice of other important events must be 
lodged with ASIC. This information may be obtained from, or inspected at, any ASIC office. All Investors have a right to 
obtain copies of these documents from ASIC.  
 
Investors who invest through an Administration Service will receive statements or reports from the operator of the 
Administration Service.  
 
Transferring or selling your Units  

You are entitled to transfer your Units to a third party at any time, subject to the transfer procedure in the Constitution. If 
an Investor identifies a willing purchaser, then the Responsible Entity will endeavour to assist them in the transfer process.  
There is no secondary market for Units, however. 
 
The Corporations Act places some restrictions on the ability of the Responsible Entity to facilitate the sale of Units from 
Investors to third parties. In particular the Corporations Act restricts the Responsible Entity’s ability to introduce potential 
buyers to sellers or to act for both parties to the transaction.  
 
The Responsible Entity reserves the right to apply to have the Units of the Fund listed on any appropriately regulated 
secondary market. However, no such application is currently pending or anticipated. 
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Classes and types of Units 

Investors who make an investment in the Fund under this Offer will receive Ordinary Units in the Fund.  At the date of 
this PDS, the Responsible Entity has issued three additional classes of Units—EA Units, AP Units and SA Units. These 
separate classes differ from Ordinary Units in that there are some restrictions on their withdrawal rights and they are 
subject to certain different arrangements in relation to fees. However, the Responsible Entity considers that the different 
rights attached to these other classes do not adversely impact the holders of Ordinary Units. 
 
The Responsible Entity may issue additional classes of Units and may in the future even issue partly paid Units. In 
particular, the Responsible Entity might issue additional classes of Units with different withdrawal restrictions and/or 
different fee arrangements. However, the Responsible Entity will only do so where it considers this will be in the best 
interests of the Fund as a whole. As an example, the Responsible Entity might decide to issue a new class of Unit which 
has withdrawal restrictions and/or fee arrangements slightly different from those attached to EA Units, AP Units or SA 
Units. 
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4. The Responsible Entity, other key parties & the 
investment process 
 
Life Settlements Funds Limited was incorporated on 12 June 2002. The Responsible Entity holds Australian Financial 
Services Licence No. 246630 which allows it, amongst other things, to operate the Fund.  

 
Directors of the Responsible Entity  

Ian Sidney Cotton   

Ian Cotton is the non-executive chairman of the board of directors of the company.  Until August 1993, Ian spent his 
professional life with the international firm of service providers, Deloitte. He was made a partner in 1966 and in 1983 
became the managing partner of the Queensland practice, a position he occupied for some four years. During that period 
he also served on the national policy board of the Australian firm.  
 
Since his retirement from Deloitte in 1993, Ian has been involved in several business ventures and has served as a director 
of several publicly listed companies, including acting as chairman.  
 
Ian is an Associate in Accounting – University of Queensland and until his recent retirement was a fellow of the Institute 
of Chartered Accountants in Australia.  
 
Ian Cotton has eight years experience in the Life Settlements industry.   
 
Stephen George Knott Dip FP, SA Fin  

Stephen Knott has worked in the Australian financial services industry for 30 years holding management positions in 
banking, funds management and financial services corporations, and has five years experience in the life settlements 
industry. 
 
For eight years Stephen worked in the international division of a major Australian bank and for five years was in a senior 
position in the investment division of a Queensland-based trustee corporation. This included overseeing the operations of 
retail managed investment funds totalling $400 million.  
 
In 2003 he was appointed Director of an Australian Financial Services Licensee, with responsibilities for compliance and 
adviser services. 
 
Stephen holds a Diploma of Financial Planning from Deakin University in Victoria.  
 
Richard Laken Mitchell III JD 

Laken Mitchell obtained a Bachelor of Science degree in Mathematics and Physics from Tennessee Technological 
University in 1971 and a Doctor of Jurisprudence degree from the University of Tennessee in 1973. He is the President, a 
Director and a founder of CMG Surety LLC, a US based viatical and Life Settlement provider and has 30 years of legal and 
business experience. He is experienced with both public and private companies which includes the structuring, marketing, 
and funding of ventures involving technology, real estate, oil and gas, timber, entertainment, Life Settlements and other 
insurance products.  
 
Prior to his work in the corporate and securities area, Laken was an assistant District Attorney General for the State of 
Tennessee for six years. Acting as lead counsel for over 100 jury trials, his experience as a criminal prosecutor has assisted 
him in evaluating and carrying out due diligence on financial opportunities presented on behalf of his clients. For the past 
25 years the emphasis of his practice has been in the areas of alternative investments, private capital formation, securities 
compliance, mergers and acquisitions. He is licensed to practice law in the states of Tennessee and Kentucky and is 
admitted to the US District Court and the US Bankruptcy court for the Middle District of Tennessee. 
 
Laken is also the owner and principal of a securities broker-dealer licensed with the Financial Industry Regulatory 
Association, authorized under the US Securities and Exchange Commission, and a licensed viatical and Life Settlement 
provider.  
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Andrew Joseph Walter  

Andy Walter is based in the USA and is entering his fourteenth year of involvement in the viatical and Life Settlement 
industry, and his twenty-fifth year in the life insurance industry. He has held licences in 43 States of the USA to sell 
insurance. In 1998, Andy sold his interest in the third largest viatical company in the USA at that time; a company he 
founded and of which he was President.  Subsequently, he consulted for several companies involved in the viatical and 
Life Settlement industry.  Currently, Andy serves as the Chief Executive Officer of Life Settlement Providers, LLC, a US 
based viatical and Life Settlement provider, which he founded.  In 2007, he handed over the title and duties of President 
of LSP to Mr. R. Steven Orr, the former Insurance Commissioner of the State of Maryland.  
 
Grant Adrian Vickers BComm 

Grant Vickers commenced as Chief Executive Officer of the Responsible Entity in 2004.  He brings skills and extensive 
experience from a career that has spanned the fields of computing, financial services, property development and real 
estate. 
 
Grant commenced his career in the computing industry, where he developed a specialisation in the use of database and 
financial modelling systems and worked with some major Australian companies reviewing, designing and installing both 
manual and computerised systems.  His initial grounding in computing has allowed Grant to develop a structured 
approach to systems, critical to ensuring effective systems management in any organisation. He is skilled in setting the 
parameters under which a system or project should successfully operate and employing the resources and processes to 
ensure this. This approach has enabled Grant to diversify his industry experience into other areas, with previous roles in 
building development, project management and project marketing in both residential and commercial property areas, 
both through privately owned companies and as a General Manager of a publicly listed company. 
 
Grant has a Bachelor of Commerce from the University of New South Wales with a major in accountancy, finance and 
systems. 
 
Robert Dwyane White  

Robert D. White has served as Chief Operating Officer of CMG Surety, LLC since March of 2003.  He is also President of 
CMG Advisory Services, a Registered Investment Advisor.  In addition to his ownership in CMG, Rob is Director of 
Compliance for Sovereign-American Securities, Inc., a member of the American Financial Industry Regulatory Authority 
(FINRA), and is responsible for supervising all registered representatives in the firm.  As a Director of Life Settlements 
Funds Limited, he is specifically responsible for assisting in the acquisition and premium management of the Fund’s 
portfolio of Life Policies.  Rob is also responsible for developing and maintaining the Fund’s institutional investor base in 
Asia, South Africa, the Caribbean, South America and the USA.  His experience in the investment industry gives him a 
complete perspective on the vast array of different financial products and how the Fund’s investors are uniquely 
positioned to benefit from this unique and alternative asset class. 
 
Rob is a former military officer and combat helicopter pilot having served 11 years in the US Army. He currently holds the 
rank of Major in the US Army Reserve and during his service in the Army held leadership positions in the USA, Europe, 
Korea, Central and South America. Rob’s civilian experience includes positions as Financial Adviser & Insurance Agent, 
Portfolio Strategist, Bank Officer, Compliance Officer, and National Director of Marketing.  He has held investment officer 
positions with two US regional banks, two private investment management firms, and a securities broker dealer.   
 
Rob holds a Bachelors Degree and is a graduate of Armstrong Atlantic State University in Savannah, Georgia.  He also 
holds a Masters Degree in Business from the University of LaVerne Business School in California.  Having passed the Series 
6, 7, 66, and 63 exams, Rob is licensed with FINRA and the US Securities and Exchange Commission to offer investment 
advice on an array of investment instruments and products. 
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Investment Management Committee  

The Responsible Entity has appointed an Investment Management Committee to review and consider policies presented 
to the Fund for purchase which do not meet all of the Fund's Policy Purchase Criteria.  Accordingly, policies which meet 
the Policy Purchase Criteria do not require independent approval from the Investment Management Committee, prior to 
their approval by the Board.  The Investment Management Committee also makes policy recommendations to the Board. 
 
The committee comprises senior executives of the Responsible Entity and meets, as required, to consider the purchase of 
policies. The committee, in considering whether or not it should recommend the Fund bid for a policy, takes into account 
all factors relevant to the investment decision, including:  
 

a) the life expectancy evaluations obtained from the Fund’s Medical Assessors;  
b) the Fund’s Policy Purchase Criteria;  
c) the Fund’s existing portfolio of Life Policies; and  
d) any other relevant information.  

 
The committee is also responsible for reviewing the management of the Fund’s portfolio of Life Policies. This review may 
result in a re-evaluation of life expectancy of insureds by the Medical Assessors, which may necessitate additional 
information being obtained from either the insured or their attending physician. This review process is triggered through 
the monitoring of each policy's performance against predicted life expectancy.  The process is done on a continuous basis 
and the Fund has developed an extensive policy database and management system. As at the date of this PDS, the 
Investment Management Committee is comprised of Stephen Knott (Executive Director) and Stephanie Nolan (Chief 
Financial Officer). 
 
Compliance Committee  

A Compliance Committee has been appointed to monitor the Fund’s compliance with the Compliance Plan. The 
Compliance Committee meets monthly and reports on its findings to the Responsible Entity; and also to ASIC if the 
Compliance Committee is of the view the Responsible Entity has not taken, or does not propose to take, appropriate 
action to deal with any matter reported.  
 
The Compliance Committee comprises three people, two of whom are independent of the Responsible Entity.  
It should be noted that the Compliance Committee does not fulfil the role of a regulator of the Fund. The Compliance 
Committee and its members do not guarantee either the performance of the Fund or the payment of any returns to 
Investors and do not make any representations about tax consequences for Investors.  
 
Other key parties 

The Responsible Entity does not, and does not intend to, carry on or maintain a permanent place of business in the USA, 
however, it has established relationships with some key participants in the Life Settlements industry based there.  
Additionally, some of the key parties in the USA, as well as in Australia, are related to the Responsible Entity.  While at 
the date of this PDS it is not the intention of the Directors to do so, the Responsible Entity may utilise alternative service 
providers from time to time, as long as they offer standards and expertise similar to those provided by the following 
companies.  
 
Currently, the key parties the Responsible Entity works with in relation to the Fund include: 
 

1. Life Investment Services Proprietary Limited (LIS)—a Hong Kong registered company that is related to the 
directors of the Responsible Entity; and whose role is to source Life Policies on behalf of the Fund, as well as to 
determine the suitability of qualifications and experience of other Life Settlements industry participants with 
whom the Fund deals.  LIS receives a consultation fee based on the value of the policies sourced (refer to 
Section 8 for details about the service agreement). 

 
2. Life Settlement service organisations (including licensed Providers)—LIS assesses and approves Life 

Settlements service organisations in the USA, which provide services including the following:  

 
a) Sourcing policies that qualify as Life Settlements.  
 
b) Sourcing policies that are likely to meet the Fund’s Policy Purchase Criteria.  
 
c) Submitting qualifying policies to the Responsible Entity through LIS.  
 
d) Tendering bids for policies on behalf of the Fund as directed by the Responsible Entity.  



27 
 

 
e) Liaising, where appropriate, with the Fund’s Medical Assessors and USA Custodian.  

 
Before retaining the services of any Life Settlements service organisation, LIS will assess their reputation and 
carry-out background checks in the USA.  The factors influencing LIS' selection of the organisations include:  
 
• Compliance with applicable USA State licensing requirements to operate in the Life Settlements industry.  

 
• Confirmation of compliance with State licensing regulations in the States in which the service organisation 

operates.  
 

• The level of expertise and experience in sourcing qualifying policies.  
 

• Methodology for sourcing policies.  
 

• The service organisation’s business systems and their capacity to support an adequate supply of policies for 
the Fund.  

 
The Fund currently uses the services of CMG Surety LLC (CMG) and Life Settlement Providers LLC (LSP). Only 
CMG and LSP are used as licensed Providers for the Fund, as of the date of this PDS. CMG and LSP have 
established a code of business conduct (Code) for their employees and associates. The Code is intended to 
assure the highest standards of integrity are maintained with respect to all the operations of CMG and LSP. The 
Fund will exclusively use the services of CMG and LSP to provide policies for the Fund, unless they are unable to 
provide policies meeting the Fund’s purchase criteria, whereupon the Fund may approach other licensed 
providers of a similar standing. Both CMG and LSP are related to the Responsible Entity. Any fees arising from 
these services are deducted from the gross acquisition cost paid to policy sellers and are therefore not paid by 
the Fund (i.e., the fees are deducted from amounts owed to the sellers). 

 
As the Fund has no permanent establishment in the USA, having a dedicated policy source with local knowledge 
and expertise provides a strategic advantage over other investors who may lack those relationships.  

 
3. Medical Assessors—The Responsible Entity has approved a number of Medical Assessors, who provide life 

expectancy evaluations on insured persons whose life insurance policies are offered to the Fund for purchase. 
Medical Assessors are selected based on qualifications, experience, life evaluation methodologies and 
independence from insurance companies.  Accurate assessment of the life expectancy of an insured is crucial to 
the valuation process, which will impact the performance of the Fund.  

 
4. Australian Custodian—Perpetual Trustee Company Limited is the custodian in Australia.  The role of the 

Australian Custodian is limited to receiving and holding all application money and investment funds; and 
distributing income to Investors under the direction of the Responsible Entity.    

 
5. USA Custodian—The Bank of New York Mellon acts as custodian in the USA. The role of the USA Custodian is 

to receive funds from the Australian Custodian for the purchase of policies and for the payment of policy 
premiums; and to receive the proceeds of Life Policies upon the death of the insureds. Funds are deposited in a 
trust account and maintained at the office of the USA Custodian, to be held in trust until specific direction is 
received from the Responsible Entity.  The USA Custodian holds the original copies of life insurance policies and 
assignment documents, subject to any pledge and delivery of policies as collateral to secure any funds borrowed 
for the purchase of policies or to pay premiums.  

 
Further details in relation to transactions with related parties are set out on the following pages.  
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Related party disclosures 

As some of the key parties involved in sourcing and making Life Policy investments for the Fund are related to the 
Responsible Entity, the Responsible Entity has agreements in place with related parties and deals with related parties, on 
behalf of the Fund. 
 
However, the Responsible Entity considers that all transactions involving LIS, CMG and LSP are conducted on arms' length 
terms; and will endeavour to ensure that all future transactions also occur strictly on an arms' length basis. The 
Responsible Entity periodically researches the market to confirm fees paid to service providers, including related parties, 
are at market rates. 
 
The Directors of the Responsible Entity believe that it is in the best interests of Investors in the Fund to strategically 
partner with USA based service providers. This is a recognised strategy by non-USA based investors. 
 
A strategic partnership enables Life Policy investors, or their portfolio managers, to concentrate on managing the 
portfolio, while the provider concentrates on identifying policies. More importantly, for investors who are outside the 
geographic market where they are buying policies, having a dedicated source with local knowledge and expertise may 
provide a strategic advantage over those who lack such relationships. 
 
As at the date of this PDS, transactions and dealings of the Fund with related parties of the Responsible Entity include the 
following: 
 

1. The Fund acquires Life Policies through CMG and LSP (licensed Providers, as required by law in the USA).  
 

2. CMG and LIS also perform analysis of Life Settlement pricing for the Fund.  
 
 
In addition, the Responsible Entity and its associates, and entities managed by them, may invest in the Fund, from time to 
time.  
 
The Directors of the Responsible Entity disclose the following related party associations:  
 
Ian Cotton  

Ian Cotton is a director of the Responsible Entity and an entity associated with him owns ordinary shares in the 
Responsible Entity. As such, he will benefit from managements fees earned by the Responsible Entity.  
 
As at the date of this PDS, Ian Cotton beneficially owns shares in LIS and therefore he will benefit from transactions 
entered into between LIS and the Fund.  

 
Stephen Knott  

Stephen Knott is a director and a full time employee of the Responsible Entity. An entity associated with him beneficially 
owns ordinary shares in the Responsible Entity and as such, he will benefit from management fees earned by the 
Responsible Entity from the Fund.  
 
As at the date of this PDS, an entity associated with Stephen Knott beneficially owns Ordinary Units in the Fund. In 
addition, Stephen Knott beneficially owns shares in LIS and therefore he will benefit from transactions entered into 
between LIS and the Fund.  
 
Laken Mitchell  

Laken Mitchell is a director of the Responsible Entity and an entity associated with him, CMG, beneficially owns ordinary 
shares in the Responsible Entity. As such, he will benefit from management fees earned by the Responsible Entity. Laken 
Mitchell is also a director of CMG.  
 
At the date of this PDS, Laken Mitchell beneficially owns shares in LIS and CMG and therefore he will benefit from 
transactions entered into between LIS, CMG and the Fund.  
 
As at the date of this PDS, an entity associated with Laken Mitchell beneficially owns EA Units in the Fund 
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Andrew Walter  

Andrew Walter is a director of the Responsible Entity and an entity associated with him, Life Settlement Providers LLC, 
beneficially owns ordinary shares in the Responsible Entity. As such, he will benefit from management fees earned by the 
Responsible Entity.  
 
At the date of this PDS, Andrew Walter beneficially owns shares in LIS and LSP and therefore he will benefit from 
transactions entered into between LIS, LSP and the Fund.  
 
Grant Vickers 

Grant Vickers is a director of the Responsible Entity and an entity associated with him owns ordinary shares in the 
Responsible Entity.  As such, he will benefit from management fees earned by the Responsible Entity.  
 
As at the date of this PDS, an entity associated with Grant Vickers beneficially owns Ordinary Units in the Fund. In 
addition, Grant Vickers beneficially owns shares in LIS and therefore he will benefit from transactions entered into 
between LIS and the Fund.  
 
Robert White 

Robert White is a director of the Responsible Entity and an entity associated with him, CMG, beneficially owns ordinary 
shares in the Responsible Entity.  As such, he will benefit from management fees earned by the Responsible Entity. Robert 
White is also the Chief Operating Officer of CMG.  
 
At the date of this PDS, Robert beneficially owns shares in CMG and therefore he will benefit from transactions entered 
into between CMG and the Fund.  
 
As at the date of this PDS, an entity associated with Robert White beneficially owns EA Units in the Fund. 
 
Life Investment Services Proprietary Limited (LIS) 

LIS has entered into a service agreement with the Responsible Entity and will benefit from fees associated with acquisition 
of policies by the Fund.  The Responsible Entity considers that all transactions involving LIS are conducted on arms’ length 
terms.   
 
LIS’ fees are deducted from the gross acquisition cost paid to policy sellers and are therefore not paid by the Fund (i.e., 
the fees are deducted from amounts owed to the sellers). 
 
As at the date of this PDS, LIS beneficially owns Ordinary Units in the Fund. 
 
Life Settlement Providers, LLC (LSP) 

LSP is a major shareholder of the Responsible Entity and will also benefit from fees associated with acquisition of policies 
by the Fund.  The Responsible Entity considers that all transactions involving LSP are conducted on arms’ length terms.   
 
LSP’s fees are deducted from the gross acquisition cost paid to policy sellers and are therefore not paid by the Fund (i.e., 
the fees are deducted from amounts owed to the sellers). 
 
CMG Surety, LLC (CMG) 

CMG is a major shareholder of the Responsible Entity and will also benefit from fees associated with the acquisition of 
policies by the Fund.  
 
The Responsible Entity considers that all transactions involving CMG are conducted on arms’ length terms.   
CMG’s fees are deducted from the gross acquisition cost paid to policy sellers and are therefore not paid by the Fund 
(i.e., the fees are deducted from amounts owed to the sellers). 
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Precision Valuation Services, LLC (PVS) 

The Responsible Entity has entered into a service agreement with Precision Valuation Services, LLC to provide policy 
valuation services. PVS is paid a flat fee per policy by the Fund. 
 
The Responsible Entity considers that all transactions involving PVS are conducted on arms' length terms. LSP and the 
principals of CMG own controlling interests in PVS and the principals of LIS may act as consultants to PVS. In their 
respective capacities, these parties may receive a benefit from fees associated with the service agreement with PVS. 

 
The investment process (which involves the key parties) 

The diagram below helps demonstrate the Life Settlement process for the Fund (as well as the flow of funds).  

 
 

 
Figure 1: Chart of All Cash Flows – Australia and USA 
 
The process the Fund adopts when transacting a Life Settlement, and the role of each of the key parties, is briefly 
summarised as follows: 
 
Stage 1—Sourcing of Life Settlements  

Providers (currently CMG and LSP) source policies and refer them to LIS. LIS receives and reviews policy information 
submitted by CMG, LSP or other US service organisations. The Responsible Entity advises LIS, from time to time, of any 
changes to the Fund’s Policy Purchase Criteria. LIS will then advise the Providers of the amended Policy Purchase Criteria 
so as to ensure that only policies that are likely to meet the Fund’s Policy Purchase Criteria are referred to LIS.    
 
At the date of this PDS, CMG and LSP are the primary source of Life Policies.  CMG and LSP provide a number of services 
to the Fund with respect to policy origination, analysis, underwriting, pricing, verification, and acquisition. Specifically, LSP 
is responsible for originating policies from policy providers, insurance producers, insurance agents, and policy owners 
throughout the USA (in some States of the US, CMG will bear this responsibility alone). LSP reviews and screens an 
estimated 500 cases per month to select those that meet the parameters established for the Fund in this PDS. LSP then 
presents policies to CMG for review and financial analysis.  
 
The Providers are also responsible for the following:  
 

• Arranging for the undertaking of an independent medical evaluation of the insured’s life expectancy, or 
ensuring one is undertaken (as required).  

 
• Verification that there are no encumbrances attaching to policies, so as to ensure the payment of full 

entitlements on maturity, except in cases where the Fund may agree to acquire a policy subject to an existing 
loan. 
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Stage 2—LIS refers policies to the Responsible Entity 

Under the terms of its agreement with the Responsible Entity, LIS provides to the Responsible Entity details of those 
policies which— 
 

• are suitable for a Life Settlement transaction 
• are likely to meet the majority of the Fund’s Policy Purchase Criteria  
• are only sourced through Providers licensed to operate in the relevant American State in which policies are 

sourced (CMG and LSP are the primary source for the purchase of policies— refer to earlier part of this section – 
Other key parties).  

 
Those Life Policies that LIS considers suitable for purchase by the Fund are presented to the Responsible Entity for 
approval.  
 
Stage 3—Consideration by the Responsible Entity  

The Responsible Entity reviews the policy information provided by LIS. The information provided is reviewed based on the 
Fund’s Policy Purchase Criteria set out in Section 2.  
When reviewing each policy offered to the Fund, the Responsible Entity considers the following in relation to the policy:  
 

• Policy Face Value.  
• Insurance company and credit rating.  
• Age and gender of the insured.  
• Type of policy and issue date.  
• Current status of the policy.  
• Insured’s life expectancy.  
• Insured’s medical history.  
• Policy Contestability Period.  
• Future premiums payable expressed as a percentage of the policy Face Value.  
• Policy premium illustrations- issued by the insurance companies to show future premium liabilities for the policy 

under consideration.  
• Cash surrender value (CSV) – the best use of any CSV i.e. whether to leave it in or withdraw it from the policy.  

 
The Responsible Entity is also responsible for the following:  
 

• Considering the fit of the policy with the remainder of the Fund’s portfolio. This includes life expectancy profile, 
exposure to issuing insurer and credit rating profiles, exposure to insured lives and medical impairment 
characteristics. 

• Approving the acquisition of policies that satisfy the general requirements of the Policy Purchase Criteria. 
• Assessing and approving policies recommended by the Investment Management Committee (see below). 
• Arranging policy settlements.  

 
The Responsible Entity determines the price the Fund is prepared to pay for those policies (in conjunction with CMG, LSP 
and LIS). CMG then works with LSP to acquire the policies, in the market.  
 
Stage 4—Role of the Investment Management Committee 

Any policies which do not satisfy all of the requirements of the Policy Purchase Criteria are referred to the Investment 
Management Committee for consideration.  The Investment Management Committee will either recommend a policy be 
acquired and suggest a bid offer price, or recommend the Fund not proceed with the acquisition of a policy.  
 
Before making a final recommendation, the Investment Management Committee will consider the information provided 
to it, the price to be paid for the policy, and will take into account a range of issues, that may include the following: 
 

a) A review of the life expectancy estimation received from the Medical Assessors. 
b) An assessment of future premiums payable for a period in excess of the insured’s life expectancy. 
c) Confirmation the policy is beyond its Contestability Period. 
d) Compliance with the Fund’s Policy Purchase Criteria. 
e) Portfolio exposure issues, such as spread of insureds and diversity of policy underwriters. 

 
For further details, refer to the earlier part in this Section – Investment Management Committee. 
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Stage 5—Policy purchase  

Most Life Policies are offered in the Life Settlements market through a “competitive bidding” process and the Responsible 
Entity will bid for policies that generally meet the Fund's Policy Purchase Criteria, taking into account the Fund’s 
investment objectives. The bid price (total outlay including fees and costs) is computed using the information provided in 
the policy contract, the medical underwriting report and the insurance company premium illustration, in order to estimate 
an acceptable internal rate of return from the policy for the Fund.  
 
The Responsible Entity will be advised of the bids received from competitors and will be asked to review its bid should the 
original bid not be successful. The Responsible Entity continuously monitors its bidding strategies to ensure policies are 
purchased at the lowest possible prices. The Responsible Entity maintains a database of all bids, both successful and 
unsuccessful, in order to monitor trends. 
 
When the Responsible Entity approves the acquisition of a policy (including those separately recommended by the 
Investment Management Committee), it authorises the preparation of a policy purchase and sales agreement. When this 
agreement is finalised, a copy is forwarded to the USA Custodian or escrow agent.  
 
CMG acts as the licensed Provider between the owner of the policy and the Fund; and is responsible for administering the 
purchase process and maintaining comprehensive documentation for the transaction.  
 
Under Florida statutes, the purchaser of a policy is required to lodge purchase funds with an independent escrow agent 
at the time of a firm purchase offer. The Responsible Entity therefore instructs the Australian Custodian to transfer the 
money required to settle the policy purchase to the USA Custodian or the escrow agent’s bank account, at the time of 
offer. The Australian Custodian will not transfer the funds until it receives written approval from the Responsible Entity.  
 
The USA Custodian or the escrow agent satisfies itself that, prior to the release of funds at settlement of policy purchases, 
the Bank of New York Mellon as custodian for the Fund has been recorded by the insurance companies as the registered 
owner and sole beneficiary of the policies purchased.  
 
Once the escrow agent is satisfied that the policy purchase documents are in order, it then:  
 

a) lodges the change of beneficial ownership forms with the insurance company  
 

b) upon confirmation by the insurance company that the change of beneficial ownership (to Bank of New York 
Mellon as custodian for the Fund) has been registered, settles the transaction and disburses the funds held on 
trust for the Fund in accordance with instructions from the Responsible Entity; and forwards the policy title 
documents to the USA Custodian. 
 

The USA Custodian confirms receipt of the policy documents and holds, for safekeeping, the original copies of the life 
insurance policies and assignment documents (or "Trust Beneficial Interest Certificate" if the policy(s) is/are held in a trust 
structure).  
 
Stage 6—Premium funding and policy maturities 

After settlement, the Fund is responsible for the ongoing payment of policy premiums. CMG will act, on a continuing 
basis, as liaison between the Fund and Tracking Agents responsible for tracking premium funding, tracking the life of the 
insured, and collecting the death benefit at maturity of the policy.  
 
The Responsible Entity, from time to time, requests the Australian Custodian or the USA Custodian to transfer money to 
enable the Fund to make premium payments periodically to the insurance companies, on behalf of the Fund. As 
explained earlier in this PDS, the Fund also has the ability to enter into a premium funding (borrowing) facility, to ensure 
ongoing premium commitments are met. This ensures that at all times; the Fund can pay premiums on all policies as they 
fall due. 
 
Tracking Agents will advise the relevant Provider, who will in turn notify the Responsible Entity and the USA Custodian, 
when an insured person is deceased; and will obtain the documentation required for lodgement of the claim with the 
insurance company.  
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The Responsible Entity will track the timely receipt of the policy benefits by the Fund. The funds from policy benefits will 
be held in trust by the USA Custodian, pending instructions from the Responsible Entity. These funds will then be either:  
 

a) remitted to the Australian Custodian; or  
 

b) retained in trust to fund the acquisition of further policies; or  
 

c) retained in trust for the payment of policy premiums.  
 
Role of the Responsible Entity in post-purchase portfolio management  

The Responsible Entity monitors the Fund’s portfolio of policies. This process includes: 
  

• Ensuring all policies continue to remain suitable in the policy pool.  
 

• Reviewing insurer exposure and diversity, limiting the volume of policies purchased from any one insurance 
company.  

 
• Credit monitoring of insurance companies within the portfolio.  

 
• Monitoring the life expectancy profile of the total policy pool.  

 
• Mortality tracking and timely lodgement of claims with insurance companies.  

 
• Tracking claim proceeds.  

 
• Monitoring the performance of the medical underwriters in providing life expectancy estimates. 

 
• Health reassessment of insureds living beyond the original life expectancy dates. 

 
• Evaluation of policies after review, on a sell or continue to hold basis, and adjustment of carrying value if 

required.  
 

Based on the Responsible Entity's monitoring of policies, the Responsible Entity may determine to resell policies back into 
the secondary market to maximise returns to the Fund.  This may be done where the Responsible Entity determines a 
policy no longer fits the pool or may exceed its life expectancy. However, in most cases, policies will be held to maturity, 
whereupon the USA Custodian will receive the proceeds from the matured policy.  



34 
 

5. Risk Factors 
 
As with any investment, an investment in the Fund carries risk. The value of the Fund’s Units, and the performance of the 
Fund, can be affected by a number of factors. The Directors endeavour to manage a number of these risks by 
implementing appropriate due diligence procedures and management techniques; however circumstances outside the 
Directors’ control could adversely impact upon the Fund and its investments. Adverse events could result in a partial or, in 
extreme cases, total, loss of Investors' capital.  
 
Please note the risks mentioned in this Section are not intended to be an exhaustive list.  Investors are advised to read this 
Section carefully and to obtain their own independent professional advice. 
 
Capital risk  

This is the risk of you not receiving back the money you invested. This is of course a major concern for Investors. To 
minimise this risk, the Fund has adopted the Policy Purchase Criteria and aims to purchase policies issued by some of the 
most financially secure insurance companies in the USA. The Fund enjoys the same regulatory protections available to all 
life insurance policyholders in that country. In addition, the Investment Management Committee regularly reviews the 
credit ratings of the issuing insurers of policies held in the Fund.       
 
Currency risk  

Investments in Ordinary Units are made in Australian dollars. However, the substantial investments of the Fund (Life 
Policies) are acquired in the USA and are therefore valued in US dollars. The value of the Fund, and the Unit Price, can 
therefore be impacted by movements in exchange rates (depending on whether there are any currency hedging 
arrangements in place— see below). 
 
All other existing classes of Units are subscribed for in US dollars.  
 
Returns from the Fund's Life Policy investments are also received in US dollars, but distributions to Investors who hold 
Ordinary Units will be made in Australian dollars. 
 
There is therefore a risk that movements in exchange rates will affect the value of the Fund and decrease the distributions 
paid to Investors.  Depending on current circumstances, there is also a risk that Investors who enter the Fund using one 
currency may be benefited, or disadvantaged, compared to those subscribing using another currency.  
 
However, the Responsible Entity monitors the currency exposure of the Fund's Assets from an Australian dollar 
perspective; and as at the date of this PDS, the Responsible Entity has put in place hedging arrangements which are 
designed to significantly reduce the impact of currency fluctuations on the Ordinary Unit Price. 
 
Any hedging arrangements that are entered into are based on a detailed cost-benefit analysis of the hedging transaction 
and have regard to independent expert advice on such a transaction. The Fund's hedging arrangements are reviewed by 
the Responsible Entity on a periodic basis. 
 
The Fund also borrows in US dollars, as the majority of the Assets are held in the USA. Refer to Sections 2 and 8 for 
further information about borrowings. It is considered these borrowings act as a natural hedge against currency 
fluctuations. 
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Currency hedging risk 
 
As noted above, as at the date of this PDS, the Responsible Entity has put in place hedging arrangements in relation to 
the US dollar exposure of the Ordinary Units in the Fund. 
 
There are always risks associated with any hedging arrangements (whether they are currency hedging arrangements, 
interest rate hedging arrangements or other similar products). Whilst the Responsible Entity believes putting the currency 
hedging arrangements in place is in the best interests of the Fund, it is worth noting some of the risks which also come 
with those benefits: 
  

a) The foreign exchange hedging products used by the Fund are acquired through financial institutions and 
authorised dealers and involve counterparties (others who have obligations to perform for the arrangements to 
work). There are therefore always counterparty risks associated with them. As with any hedging product, in the 
event the counterparty fails to or is unable to perform their obligations, then the Fund can suffer loss (for 
example, the Fund could lose amounts of money (margins) it has paid to acquire its positions, or it may not 
receive the benefit of any unrealised gains it has from its positions in the products). 

 
b) Although currency hedges are designed to help eliminate currency risk, it is always possible for there to be a 

'mismatch' between the hedge and the underlying asset that is being hedged (i.e., the financial instrument used 
to hedge may not exactly offset the currency risk in the asset that is being hedged).  This is sometimes referred 
to as slippage. If this occurs, then it is possible the hedge taken out will not completely eliminate the currency 
risk as intended. 

 
c) Dysfunctional or volatile markets may result in margin calls on the hedge positions, or may even result in the 

hedges being closed-out by the counterparty or broker.  As with most derivative instruments, counterparties in 
hedging products require capital in the form of cash to support the financial hedging instrument.  It is possible 
in volatile markets that the cash required to secure the hedge becomes insufficient and additional cash may be 
required to be made available.  In extreme cases, it is possible that the counterparty will close out the position if 
additional cash is not made available in time.  This in effect would remove the hedge and leave the Ordinary 
Units exposed to currency risk. 

 
However, whilst there are always risks associated with hedging arrangements, the Responsible Entity believes these risks 
to be minimal in the case of the arrangements put in place for the Fund and that the benefits of hedging the currency 
risks outweigh the risks associated with these hedging arrangements. 
 
Interest fluctuation risk 

Adverse movements in interest rates could affect returns of the Fund.  However, the Fund’s stated policy is not to 
substantially gear the portfolio and to keep any borrowings for premium funding or liquidity purposes short term.  
Therefore, the level of gearing is expected to be low and the overall risk generated by interest rate fluctuations is also 
considered low.   
 

Borrowing risk  

The Fund may borrow to invest in Life Policies, or (as mentioned earlier in this PDS) it may acquire Life Policies which are 
already encumbered.  That is, there may be an element of debt funding to investments the Fund makes. When an 
investment is geared, the potential for gains and losses is greater.   
 
However, once again the Fund’s policy is not to substantially gear the portfolio and to keep any borrowings for premium 
funding or liquidity purposes short term.   
 
At the time any of the Fund’s loans need to be refinanced, interest rates may be higher. If they are, then returns to 
Investors could be affected accordingly. If interest rates rise substantially, then refinancing may not be possible. In such an 
event, some of the Fund’s Assets (Life Policies) may have to be sold at short notice, which may affect the price achievable. 
This would have a negative effect on the performance of the Fund and potentially result in a loss of or reduction in 
Investors' capital. 
 
As part of the borrowing strategy, the Responsible Entity may (but is not obliged to) take steps to manage this risk, by 
entering into interest rate hedging arrangements beyond the date a debt matures. If this occurs and the Fund does not 
rollover the debt at the end of the term of the loan, then the Fund may incur hedging termination costs, if interest rates 
have risen from the date they were hedged. 
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As with any loan, if there is a breach of conditions associated with the borrowings, then the lender may enforce its 
security and, amongst other things, sell the Assets against which the loan was secured. Assets may have to be sold at 
unfavourable prices, which would lead to a reduction in or loss of Investors' capital. 
 
As at the date of this PDS, the only borrowings by the Fund are for premium financing purposes. The Fund can repay this 
particular facility at any time without penalty, but the Fund is only required to repay the facility progressively, upon 
sale/maturity of the relevant policies. 
 
The financial exposure to this facility is low. As at 31st December 2008, the total amount owing on premium financing 
was $32,491,653, against a gross asset value of $1,419,407,542, which represents a gearing ratio of only 2.29%.  
 

Dilution 

As the Fund grows, more Units are issued (including under the distribution reinvestment plan), so an Investor's 
proportional investment in the Fund’s existing assets (including in any distributions from the Fund) may be diluted.  
 
Due to the particular nature of its investments, the Fund does not currently receive income on a regular basis and 
accordingly, it does not make regular distributions to Investors. As more Units in the Fund are issued, the "pool" of 
Investors entitled to share in any Net Income of the Fund increases. Therefore, an Investor's share in any one distribution 
which results from a maturing investment of the Fund gets less. However, this is balanced by new Investors subscribing 
additional cash, which is available for the purchase of additional policies, which will in turn mature. It is the Responsible 
Entity’s view that the continued growth of the Fund greatly benefits existing Investors, by increasing the diversification of 
the portfolio of policies, and that this outweighs any temporary dilutionary impact.  
 
Risks associated with related party dealings 

As explained earlier in this PDS, the Responsible Entity uses the services of related parties for the acquisition and 
management of the Assets of the Fund. This could potentially create conflicts of interest. 
 
However, the Responsible Entity manages this by ensuring all parties operate on an arms' length basis under written 
service contracts at market rates. 
 
The Responsible Entity reviews all service contracts at least annually to ensure compliance with those agreements. 
 
The Responsible Entity believes that the agreements used align the interests of the service providers and related parties, 
with those of the Fund.  
 
The Responsible Entity also believes that it is particularly important for Life Policy investors (such as the Fund) who are 
outside the geographic market of the United States, where the Fund buys policies, to have a dedicated source with local 
knowledge and expertise. This may provide a strategic advantage over those other non-U.S. based investors who lack 
such relationships. 
 

Insolvency of an insurer  

While the policy purchase screening process selects only insurers who have a secure rating from A.M. Best, or an 
equivalent rating organisation, at the time of acquisition, the insolvency or rating downgrade of an insurer is a possibility. 
If an insurer becomes insolvent, then there is a real risk the proceeds from a matured policy will not be realised by the 
Fund.  
 
The risk of an insolvent insurer is somewhat mitigated by the “Guarantee Funds” established in most States of the USA 
which typically guarantee up to US$300,000 of coverage for each insured person, depending on the State. These funds 
cover claims on insolvent life insurance companies. The Guarantee Fund for the State in which the insurer is domiciled 
would be the primary source for claims, with the State fund for the State in which the insured resides as the secondary 
source for any claim.  
 
Historically, State insurance departments have generally been able to arbitrate the purchase of the faltering company by a 
financially secure insurance company, thereby continuing the coverage of the insured.  
 
However, Investors should not consider that these "Guarantee Funds" provide any certainty or guarantee that insurers 
will remain solvent or that the Fund will receive its full benefit under a specific policy.  
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Lawsuits by former beneficiaries  

There is the possibility that a former family member or beneficiary may challenge a Life Settlement transaction, claiming it 
is void because of undue influence, duress, or unsoundness of mind. Where these claims are made, then there is a risk 
the proceeds from a matured policy will not be realised by the Fund or proceeds will be shared with the family member or 
beneficiary.   
 
The Fund’s Policy Purchase Criteria require the execution of a beneficiary waiver or an affidavit regarding the policy 
owner’s intent to dispossess the current beneficiary, as well as the execution of a “sound mind statement” from the 
insured’s attending physician, if applicable. It is believed the implementation of these procedures will minimise the risk of 
such challenges. 
 
Regulatory intervention  

Life Settlement transactions in some States of the USA are unregulated.  However, a growing number of States have 
introduced regulations which are administered by the State Departments of Insurance; and in a small number of States 
the transactions are recognised as a security and are administered by State Securities Commissions. Providers who source 
policies offered to the Fund are required to be licensed in those States that require licensing and as such they must 
maintain a good working relationship with the regulatory authorities.  
 
There can be no assurance that future regulations will not be introduced which could adversely affect the ability of 
Providers to continue participation in the Life Settlements industry, which may affect the Fund's ability to source new 
policies. Any adverse affect or restriction on a Provider may have a similar affect on the Fund.  
 

Policy acquisition costs 

The world market and demand for Life Settlements is increasing and this will affect bidding prices for policies. There is a 
risk that this worldwide demand may increase policy acquisition costs above those currently estimated, thereby requiring 
the Directors to reconsider the manner in which the Fund operates. Increased costs associated with the acquisition of 
policies will reduce the performance of the Fund and the distributions paid to Investors.  
 
The Responsible Entity has identified the return on investment that it considers to be reasonable for the Fund and will 
closely monitor the costs of policy acquisitions. The Responsible Entity will continually assess the market situation and if 
warranted, cease acquiring policies and advise Investors this has occurred.  
 
Life expectancy estimates to actual results may vary  

Life expectancy estimates compared to actual results may vary and any extension to the estimated life of the insured 
person will reduce the Fund’s return on investment. Conversely, where the insured person has a shorter life than 
originally estimated, the Fund’s return on investment will increase.  
 
If the insured lives longer than anticipated, the payment of death benefits by the insurance company is not at risk, but the 
return on investment will diminish with time. In extreme circumstances, it is possible the insured may live well beyond 
their life expectancy in which case the cost of paying premiums, in addition to the initial cost of the policy, may result in a 
loss to the Fund when the policy matures. 
 
It is possible that some policies will, over time, be allowed to lapse or will be on-sold, in circumstances where it becomes 
uneconomic for the Fund to continue making premium payments. The Unit Price and distributions paid to Investors are 
directly impacted by the accuracy of life expectancy evaluations on each policy acquired.  
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To minimise this risk, the Fund obtains and closely assesses the life expectancies, before offering to purchase policies; and 
the Responsible Entity has established procedures to monitor the life expectancy of insureds after acquisition by the Fund. 
Prospective Investors must be aware that estimated life expectancies can differ from the actual results, for the following 
reasons: 

 
a) Estimating life expectancy is not an easy process and cannot be predicted accurately.  

 
b) The actual health and future development of health impairments on the lives of the insured may differ from 

those expected. 
 

c) Future medical advances will impact on the treatment of the lives of those insured and may increase their 
longevity.  

 
d) Mortality rates fluctuate from year to year for a range of reasons including, the severity of winter and whether 

or not there is a flu epidemic. 
 
Inaccurate premium calculations or unforeseen premium increases  

Where premium calculations are incorrectly estimated or, if unforeseen increases are incurred, then the Fund will be 
required to fund the excess amounts, which will affect the profitability of the Fund and the distributions paid to Investors.  
 
To assess each policy, the Investment Management Committee will obtain and review at least one policy premium 
illustration from the insurance company for a period substantially in excess of the insured’s estimated life expectancy 
period. Premium illustrations are used to estimate future premium commitments. On policies where annual premiums are 
likely to vary, the premiums will be estimated by US Life Settlements service organisations and will be factored into policy 
bid offer prices.  
 
To help mitigate the risk explained above, the Responsible Entity ensures that every policy has its premium burden 
reviewed at least annually. 
 
Misrepresentations or fraud by the insured or third parties to the transaction  

False or misleading information, or the withholding of information from or by the insured or third parties to the 
transaction, could substantially affect the life expectancy evaluation of an insured.  However, the opinions of the Fund’s 
independent Medical Assessors provide independent medical evaluations to mitigate this risk. 
 
At the time of contracting to sell their policy to the Fund, the insured will agree to provide updated medical records to 
the Fund’s Medical Assessors on an annual basis for the purpose of life expectancy reassessment. The Fund will monitor 
the insured’s health and may reassess life expectancy where the insured lives beyond the original life expectancy period.  
 
Errors in analysing life insurance policies  

Experienced assessors will review policies on behalf of the Responsible Entity and will provide comprehensive written 
reports. Although the assessors are experienced in analysing life insurance policies suitable for Life Settlements, there is a 
possibility of error.  The assessors’ substantial experience and expertise in underwriting policies for Life Settlements will 
help mitigate the risk of mistakes of this nature. 
 
If the assessors fail to notify the Responsible Entity of all relevant information, then there could be adverse consequences 
that would affect the performance of the Fund.  
 
Unavailability of suitable policies  

Although there is a growing awareness of the Life Settlement industry in the USA, the availability of policies is increasing, 
as is the competition for policies. As a result, there is no assurance that Providers and LIS will be able to source sufficient 
suitable policies to meet the Fund’s on-going requirements. This may have a negative impact on the expenses in 
operating the Fund (as a proportion of the Fund’s Assets).  
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Non-compliance with Agreements  

There is a risk that a party may not perform within the terms of its Agreement and this could adversely affect the Fund 
(refer to Section 8 for a Summary of Material Documents).  
 
To mitigate these risks the Responsible Entity has established procedures whereby the activities of all parties contracted to 
the Fund are subject to regular review and monitoring to ensure, as far as is reasonably possible, that all parties are acting 
in accordance with the terms and conditions of these Agreements. The Fund deals with a number of parties located in 
the USA and it is likely that any disputes, in relation to these Agreements, will have to be litigated in USA courts. The 
Fund has retained the services of a USA attorney for such purposes.  

 
Failure of policy management systems  

There is a risk of systems failure in the offices of the Medical Assessors and life insurance companies, which may lead to 
delays in the payment of proceeds of matured policies or the assessment of policies.  
 
This risk is somewhat mitigated by management information systems and disaster recovery procedures maintained by 
these companies. Systems failure in the offices of the insurance companies is also mitigated by the extensive record 
keeping of the Medical Assessors and USA Custodian; and these records would be used to substantiate claims.  
 
Poor liquidity will affect the Fund’s operations  

There is a liquidity risk if the Responsible Entity is unable to convert matured policies into cash.  
 
This risk is somewhat mitigated by the procedures of the Tracking Agents, whereby claims are made on insurance 
companies immediately when they become aware of the death of an insured, and also by the availability of a secondary 
market for these policies in the USA. However, poor liquidity could adversely affect the operations of the Fund.  
 
Impact of changes in taxation laws on profitability  

Changes in taxation laws or the application of those taxation laws, in the USA and Australia, could affect the financial 
performance of the Fund or the distributions payable to Investors.  The Responsible Entity is unable to formulate a 
mitigation strategy as the effect of any changes in taxation laws, or the application of such laws from time to time, are 
unknown.  

 
Other taxation risks 

The Fund currently claims exemption from taxation in the USA under the Australia-USA Double Tax Agreement 
("Australia-USA DTA").  This applies on the basis the Fund is an eligible business and does not maintain a permanent 
establishment in the USA.  Accordingly, Article 7(1) of the Australia-USA DTA has the effect that no federal income taxes 
are payable by the Fund in the USA and no withholding tax is deducted from the proceeds of life insurance policies or 
commissions remitted to the Australian Custodian from the USA Custodian. 
 
However, there is a risk that the tax status of the Fund could change and the US Internal Revenue Service could therefore 
seek to impose withholding tax on the Fund in relation to the proceeds from policies that reach maturity. The rate of 
withholding tax would be at the rate of 30% on the net profit on each matured policy.  If withholding tax applies, then 
the tax would be deducted from the proceeds of payout of the Life Policy, and a tax credit would be available to 
Australian Investors (and may also be available to some non-Australian Investors; however non-Australian Investors should 
seek their own advice according to their particular circumstances).   The Fund is currently (as at the date of this PDS) 
taking professional advice in order to assist in managing and/or minimising this risk. 
 
No withholding tax is applicable to capital gains on policies sold for a profit prior to their maturity. 
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Liquidity of an investment in the Fund  

There is no organised secondary market for the Units issued under this PDS and therefore, Investors run liquidity risk if 
they want to dispose of their Units and are unable to find a buyer for those Units. 
 
Also, while in normal operating conditions it is expected Investors will be able to make a request to withdraw the whole 
or part of their investment in the Fund, there is always a risk withdrawals from the Fund may need to be suspended by 
the Responsible Entity (including where, due to changes in market conditions, the Responsible Entity does not reasonably 
expect to be able to sell investments in Life Policies in sufficient time to satisfy withdrawal requests).  
 
Accordingly, Investors should always treat their investment in the Fund as primarily a medium to long term one, as there 
is a risk that they will be unable to withdraw at a particular time.  
 
World and domestic events may affect the Fund’s performance  

Domestic and international economic, social and political events can impact currency exchange rates and the level of 
commercial and investment activities in all markets, including the Life Settlements market in the U.S. The Responsible 
Entity is unable to accurately quantify the effect of these factors, if any, on the performance of the Fund. However, as 
noted earlier, the liquidity of the Life Settlements market might adversely impact on the availability of withdrawals from 
the Fund. 
 
Compliance risk  

The Fund is a managed investment scheme and the Responsible Entity is subject to strict regulatory and compliance 
arrangements under the Corporations Act and ASIC policy. If the Responsible Entity does anything to jeopardise its 
Australian Financial Services Licence, then ASIC may take action to suspend or revoke the licence, which in turn could 
adversely impact the Fund. 
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6. Fees and other costs 
 

Consumer advisory warning  

The below consumer advisory warning is required to be included by law and is standard across all managed investment 
products. 

 
DID YOU KNOW? 

Small differences in both investment performance and fees and costs can have a 
substantial impact on your long term returns. 

For example, total annual fees and costs of 2% of your fund balance rather than 1% could 
reduce your final return by up to 20% over a 30 year period (for example, reduce it from 

$100,000 to $80,000). 
You should consider whether features such as superior investment performance or the 

provision of better member services justify higher fees and costs. 
You may be able to negotiate to pay lower contribution fees and management costs 

where applicable. Ask the fund or your financial adviser. 

 
TO FIND OUT MORE 

If you would like to find out more, or see the impact of the fees based on your own circumstances, 
the Australian Securities and Investments Commission (ASIC) website (www.fido.asic.gov.au) 

has a managed investment fee calculator to help you check out different fee options. 
 

 
Fees and other costs 

The table below shows the fees and other costs that you may be charged.  These fees and costs may be deducted from 
your money, from the returns on your investment or from the Fund's Assets as a whole.  Information about taxation is set 
out in Section 7 of the PDS. Unless otherwise specified, the fees shown in this Section include GST less any reduced input 
tax credits (RITCs) (if applicable). There is no separate payment required from Investors to meet these fees and expenses. 
You should read all of the information about fees and costs because it is important to understand their impact on your 
investment. 

 
 
Type of fee or cost 
 

 
Amount 

 
How and when paid 

 
Fees when money moves in or 
out of the Fund  
 

 

 
Establishment Fee:  The fee to 
open your investment. 
 

 
Nil 

 
Not applicable 

 
Contribution Fee:  The fee on each 
amount contributed to your 
investment.  
 

 
Nil 

 
Not applicable 

 
Withdrawal Fee:  The fee on each 
amount you take out of your 
investment. 
 

 
Nil 

 
Not applicable 

 
Termination Fee:  The fee to close 
your investment. 

 
Nil 

 
Not applicable 
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Type of fee or cost 
 

 
Amount 

 
How and when paid 

 
Management costs  
  

 

 
The fees and costs for managing 
your investment1. 
 

 
Management fee:  
 
2.0% per annum of the value of the 
Assets.  
 

 
Payable by the Fund monthly in 
arrears, generally within 7 days of 
the end of the month. 

  
Expense Recoveries: 
   
Estimated to be 0.09% per annum 
of the value of the Assets.  

  
Payable by the Fund as and when 
expenses are incurred. If expenses 
are initially paid by the Responsible 
Entity, then it is entitled to be 
reimbursed upon presentation of 
relevant invoices. 
 

  
Performance Fee: 
 
For any Distribution Period where 
the Net Income is greater than 10% 
per annum of the Net Asset value of 
the Fund (as at the last day of the 
Distribution Period immediately 
before the Distribution Period in 
respect of which the calculation of a 
Performance Fee is being made), the 
Responsible Entity will receive a 
performance fee equal to 20.5%  of 
that excess. 
 

 
Determined based on the Net 
Income of the Fund for any 
Distribution Period (The fee will be 
deducted from the net distributable 
income of the Fund).  
Only payable where the Net Income 
of the Fund exceeds 10% of the net 
value of the Fund’s Assets.  
Payable by the Fund on the day the 
calculation is made following the 
end of the relevant Distribution 
Period, generally within 30 days of 
the end of the Distribution Period. 
 

  
Asset Disposal Fee: 
   
Up to 2.05% of the consideration 
received for the disposal of an Asset. 
 
 
 

 
This fee is payable upon the 
completion of the disposal of an 
Asset and is payable out of the 
Fund. 
This fee will only be charged if the 
Responsible Entity is required to sell 
Assets to meet the Fund’s liquidity 
obligations.  
 

  
Removal Fee: 
   
5.125% of the value of the Assets.  
 

 
Payable if the Responsible Entity is 
removed as responsible entity of the 
Fund, on the day before that 
removal takes effect. 
 

 
Service Fees 
 

 

 
Investment Switching Fee: The 
fee for changing investment options. 
 

 
Nil 

 
Not applicable 

1. For further information on ‘Management costs’ refer to later part of this Section - Additional explanation of fees 
and costs. 
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Example of annual fees and costs 

The table below gives an example of how the fees and costs for the Fund can affect your investment over a one year 
period.  Investors should use this table to compare this product with other managed investment products 
 
 
 
 
Example 

 
Balance of $50,000 with a contribution of $5,000 
during year 
 

 
Contribution Fees 
 

 
Nil 

 
For every additional $5,000 you put in, you will be 
charged $0. 

 
 
PLUS Management Costs 
 

 
2.12% per 
annum 1 & 2 

 

 

And, for every $50,000 you have in the Fund you will be 
charged $1,060 each year2. 

 
EQUALS Cost of Fund   

If you had an investment of $50,000 at the beginning of 
the year and you put in an additional $5,000 during that 
year, you would be charged fees of: 

$1,060 2. 
What it costs you will depend on the fees you negotiate 
with the Fund or your financial adviser. 

 
 
1.  This is the Fund's current 'indirect cost ratio' or 'ICR' (based on the half-year ending 31 December 2008)  – Refer to 
later part in this section – 'Other important disclosure items', for more information.  
 
2. Additional fees may apply (refer below, and to the later part  in this section – 'Additional explanation of fees and 
costs'), however these have not been included in the above calculations, because whether they are charged will depend 
on whether or not certain things occur, so they are therefore not typical ongoing fees for the Fund.  
 
The management costs calculation above also does not take into account the additional $5,000 contributed during the 
year. The additional fees which may apply include the following: 
 
Asset Disposal Fee—This fee may be payable if Life Policies owned by the Fund are disposed of.  
 
Performance Fee—This fee may be payable, depending on the financial performance of the Fund.  
 
Removal Fee—If Life Settlements Funds Limited is removed as Responsible Entity of the Fund, then this fee will be 
payable.  
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Additional explanation of fees and costs 

Management costs 

Management costs include a base management fee, expenses relating to the management of the Fund, a performance 
fee (if applicable) and an asset disposal fee (if applicable); with further details as follows: 
 
a) Base management fee 

 
The Responsible Entity is entitled to a base management fee of 2.0% per annum of the value of the Assets.  For 
every $50,000 of Assets, the annual base management fee would be $1,000. It is calculated monthly and payable in 
arrears out of the Fund.  This fee is paid to the Responsible Entity for providing the following services:  

 
• Sourcing qualifying policies in the USA.  

 
• Reviewing each policy offered to the Fund, which includes assessing the following in relation to each policy:  

o Policy Face Value.  
o Insurance company and credit rating.  
o Age and gender of the insured.  
o Type of policy and issue date.  
o Current status of the policy.  
o Insured’s life expectancy.  
o Insured’s medical history.  
o Policy Contestability period.  
o Premiums must be acceptable when expressed as a percentage of the policy Face Value.  
o Policy premium illustration(s).  

 
• Assessing and appraising policies that qualify for purchase. 

 
• Arranging an independent medical evaluation of the insured’s life expectancy, or ensuring that one is 

undertaken (as required). 
 

• Verifying that there are no encumbrances attaching to policies so as to ensure the payment of full entitlements 
on maturity. 

 
• Arranging policy settlements. 

 
• Post-purchase portfolio management, which includes the monitoring of the following: 

o Insurance companies - monitoring prudential exposure limits to any one single insurance company.  
o Credit monitoring of insurance companies within the portfolio. 
o Monitor currency hedging policy.  
o Monitor life expectancy profile.  
o Mortality tracking and lodging claims with insurance companies.  
o Tracking claim proceeds.  
o Monitoring the performance of life expectancy estimates. 
o Health reassessment of insureds that extend beyond the original life expectancy dates.  

 
The Responsible Entity may elect to subcontract all or part of the services referred to above, including to entities 
owned by or affiliated with the directors.  

 
(b) Expenses relating to the management of the Fund 
 

The Responsible Entity is entitled to be reimbursed for or have paid by the Fund, expenses related to the 
operation of the Fund, including custodial fees, legal fees, agent and management fees paid to third party 
managers or administrators, brokerage fees and valuation fees.  The Responsible Entity is also entitled to be 
reimbursed for the expenses it has incurred in establishing or promoting the Fund.   
 
For example, if the Responsible Entity incurs expenses of $1,000 in relation to the establishment and operation 
of the Fund, then the Responsible Entity is entitled to recover $1,000 from the total assets of the Fund.  
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(c) Performance fee 
 

The Responsible Entity believes that a structured performance fee aligns the Responsible Entity’s interests with 
those of the Investors. Accordingly, the Fund provides a performance fee for the Responsible Entity, which is 
based on the performance of the Fund.  
 
The formula for the performance fee will take into account the movements in capital contributed by Investors 
(e.g., issue of new Units in any class and redemptions from any class). However, if there are periods of under-
performance, then that underperformance does not need to be made up before the performance fees can 
become payable in the future. 
 
The performance fee payable is 20.5% of the amount by which the Net Income for the Fund in any Distribution 
Period exceeds 10% (on a per annum basis) of the Net Asset Value of the Fund (as at the last day of the 
immediately preceding Distribution Period).  
 
The following table sets out a simple dollar example of how the performance fee is calculated: 

 
 
Net Income for the Distribution Period 
 

 
$100,000 

 
Net Income as a percentage of the net value of the 
Fund before the Distribution Period 
 

 
12% 

 
Threshold return  
 

 
10% of the net value of the Fund 

 
Performance fee Calculation 
 

 
20.5% of (12% – 10%) of the Net 
Income 
 

 
Amount 
 

 
20.5% of 2% of $100,000 

 
Performance fee for Distribution Period 
 

 
$410.00 

 

Asset disposal fee 

The Responsible Entity is entitled to a fee of 2.05% of the consideration received by the Fund for the disposal of life 
insurance policies. This fee is payable upon the completion of the disposal of the life insurance policies and is payable out 
of the Fund. 
 
The Responsible Entity may only charge this fee if it is required to sell policies to meet the Fund's liquidity obligations (i.e., 
to meet withdrawal requests). It is expected this fee will generally not be charged throughout the general course of the 
operation of the Fund, as the Responsible Entity will maintain a certain level of cash reserves to help meet withdrawal 
requests.  
 
For example, for every $50,000 of consideration received by the Fund for the disposal of a life insurance policy, the asset 
disposal fee would be $1,025.00.   
 
Removal fee 

If Life Settlements Funds Limited is removed as the Responsible Entity of the Fund and is replaced by a new responsible 
entity, then it will be entitled to a fee of 5.125% of the value of the Fund for work done leading up to our removal. The 
fee is payable by the Fund the day before the removal takes effect. 
 
For example, for every $50,000 of Assets, the removal fee would be $2,562.50. 
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Other important disclosure items 

a) Indirect Cost Ratio (ICR)  
 
The Indirect Cost Ratio (ICR) for the Fund is the ratio of the Fund’s management costs that are not deducted 
directly from an Investor's Unit holding, to the Fund’s total average net Assets. The ICR shows the additional 
costs Investors pay by investing through the Fund, compared with buying the Assets (in this case, Life Policies) 
directly. 
 
The ICR of the Fund for the half-year ending 31st December 2008 was 2.12%. The Responsible Entity has 
estimated that the ICR for the Fund for the 12 months from the date of this PDS will not exceed 2.20%. 
 
The calculation of the ICR includes the Responsible Entity’s ongoing management fee, fees paid to the 
Custodians and the recoverable expenses of the Fund less input tax credits, expressed as a percentage of the 
average Net Asset Value of the Fund during the relevant period.  The calculation of the estimated ICR for the 
next 12 months does not include any performance fee, asset disposal fee or transaction costs that may be 
payable, as the Responsible Entity has no reasonable basis for determining any such amounts which may be 
payable. 
 
If you are investing through an Administration Service, then you will also pay the fees set out in the disclosure 
document provided by your Administration Service operator.  
 

(b) Waiver and deferral of fees and expenses 
 
If the Responsible Entity considers it to be in the best interests of Investors, then the Responsible Entity may 
waive fees (in whole or part) or may defer payment for any period.  Where the payment of a fee is deferred, the 
fees accrue daily until paid. Interest is not charged on any accrued expenses or deferred fees.  

 
(c) Limit on fees 

 
The Responsible Entity is not entitled to charge a separate fee in respect of the acquisition of Assets for the 
Fund; however, it is entitled to be reimbursed for expenses. 
 
The Responsible Entity is not entitled to fees, recovery of costs or indemnity from the Assets in circumstances 
where the Responsible Entity has not properly performed its role under the Constitution or the Corporations 
Act.   
 

(d) Goods and Services Tax  
 

Unless otherwise stated, all fees in this section of the PDS are inclusive of GST and reduced input tax credits.  
Where the Fund is entitled to an input tax credit or reduced input tax credit under the GST legislation for GST 
paid in respect of the services provided to it, the cost to the Fund of paying GST will be reduced proportionally. 
   

(e) Differential fees  
 

The Responsible Entity may offer Wholesale Clients lower or differential fees in accordance with ASIC policy and 
the Constitution.  
 

(f) Adviser service fee 
 

This only applies to direct Investors.  Indirect investors should contact their Administration Service operator 
about the availability of such an arrangement. 
 
The adviser service fee is a negotiated fee and a convenient way for you to pay your financial planner for the 
professional services he or she may provide.  If you choose this option, the Responsible Entity will pay your 
financial planner on your behalf the amount agreed to by you and your financial adviser. 
 
The adviser service fee is paid by withdrawing Units from your investment in the Fund – any relevant fees and 
tax implications will apply.  Accordingly, if Investors select this option on the application form or by advising the 
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Responsible Entity in writing at a later time, those Investors are deemed to have made a withdrawal request 
from the Fund each quarter such that the fee can be paid to the adviser. 
 
The adviser service fee is payable within 30 days at the end of each September, December, March and June 
quarter.  You can nominate either a fixed annual amount or an equivalent percentage per annum of your 
account balance. 
 
The Responsible Entity limits the amount withdrawn to a maximum of one percent per annum (exclusive of GST) 
of your account balance. 
   
When completing the application form you can nominate the start date for the adviser service fee to be 
deducted.  If you do not nominate a start date, the adviser service fee will be deducted on the next calendar 
quarter following allotment.  If the date falls on a weekend or public holiday, the fee will be deducted the next 
Business Day. 
 
Please advise the Responsible Entity in writing to change or stop your adviser service fee deduction.  The 
Responsible Entity will advise your financial planner of any requests to alter or cease adviser service fee 
deductions.  The payments of the adviser service fee will also cease if the Responsible Entity suspends or cancels 
the withdrawal facility. 
 

(g) Fee changes and maximum fees  
 

All of the fees listed in Section 6 are the maximum fees the Responsible Entity is authorised to charge, except for 
the management fee, which under the Constitution is 3.5%. However, as at the date of this PDS, the 
Responsible Entity has decided to only charge 2.0% per annum. The Responsible Entity is not aware of any 
circumstances which would require it to increase this fee, however if it determines to do so, then it will provide 
Investors with at least 12 months prior notice.  
 
Otherwise, the Responsible Entity may only increase the fees payable if the Constitution is amended to allow the 
Responsible Entity to charge a higher fee. This could only be done if a special resolution of Investors (which must 
be passed by 75% of votes cast by Investors entitled to vote on the resolution) is passed approving the 
amendment at a meeting of Investors. 
 

(h) Buy/sell spread 
 

The buy/sell spread is the difference between the Unit Price to acquire a Unit and the exit price (or Withdrawal 
Price), received by an Investor upon withdrawing a Unit from the Fund.  This difference is due to the Responsible 
Entity factoring in transaction costs so that, in order to be fair to each Investor, each Investor contributes toward 
the Fund's costs of Investors exiting. 
 
The Unit Price is not adjusted at the time an Investor applies for Units in the Fund.  The Unit Price is calculated in 
accordance with Section 3 of the PDS and is a function of the Net Asset Value and the number of Units on 
issue.  Therefore the buy spread is nil.   
 
At the time of any redemption by an Investor, the Responsible Entity adjusts the Withdrawal Price of a Unit by 
the transaction cost factor specified in the Constitution, which is 0.5% of the Net Asset Value per Unit.  The sell 
spread is therefore 0.5%.   
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7. Taxation  
 
The taxation information provided in this PDS is of a general nature only and should not be regarded as providing 
taxation advice. All Investors should obtain independent taxation advice.  
 
Taxation of the Fund  

The Fund is structured as an unlisted unit trust. Australian taxation legislation provides for such trusts to be treated as 
“flow through” vehicles provided they limit their investments to certain types of assets. The Fund will only invest in life 
insurance policies and some cash which will enable the Fund to be treated as a flow through vehicle. 
 
In January 2008, the Responsible Entity of the Fund obtained a Private Binding Ruling (Number 79373) from the 
Australian Taxation Office confirming this treatment of the Fund. 
 
The Fund will distribute its entire net income (calculated in accordance with the Income Tax Assessment Act 1936 and 
1997) to Investors within any financial year. The financial year for the Fund commences on 1 July in each year and ends 
on 30 June in the following year.  
 
Timing of income  

When Investors include amounts in their assessable income, they must treat the amounts as if they received them in the 
financial year to which the distribution relates. This generally means that Investors will have to include any distribution 
made in the June quarter as assessable income for that financial year even though the distribution may not be received 
until after the end of the financial year.  
 
In any case, Investors should wait until they receive their annual tax distribution statement before completing their tax 
return. The annual tax statement will provide Investors with full details of the taxable income portion of distributions paid 
by the Fund during the year. The annual tax statement will generally be distributed within three months of the end of the 
financial year.  
 
Capital gains  

If the Fund makes a capital gain on the disposal of an Asset, then the capital gain will also be distributed to you. Investors 
may be required to pay tax on this capital gain based on the Investors’ personal circumstances.  
 
United States of America (USA) tax issues 

The Fund, with respect to its Australian resident Investors, currently claims exemption from taxation in the USA under the 
Australia-USA Double Tax Agreement ("Australia-USA DTA").  This applies on the basis that although the Fund is 
conducting a business in the USA, it does not maintain a permanent establishment (PE) in that country.  Accordingly, the 
Fund’s position is that Article 7(1) of the Australia-USA DTA has the effect that, with respect to such Investors, no federal 
income taxes are payable by the Fund in the USA and that no withholding tax should be deducted from any proceeds in 
respect of life insurance policies or commissions remitted to the Australian Custodian from the USA Custodian. 
 
In addition, an opinion has been provided to the Fund which indicates further support against any potential imposition of 
tax in the USA.  Specifically, the opinion considers it more likely than not that the income from the maturity of policies is 
not USA sourced income and therefore in the absence of Australia-USA DTA relief being granted, no withholding tax 
should be imposed.  Additionally, it is considered more likely than not that any death-benefit proceeds from the maturity 
of policies is outside the scope of any applicable withholding tax in the USA, and as such, no USA withholding tax may be 
imposed on any Investors in any event.  
 
However, there is a significant risk that cash surrender amounts paid to the Fund will be subject to the USA 30% 
withholding tax (or mainstream taxation on a net basis). The Fund expects such payments to be minimal.  
 
There is also a higher risk that USA taxation will be imposed on non-Australian Investors. Such Investors will not be able 
to invoke the benefits of the Australia-USA DTA. Therefore, non-Australian Investors may only rely on the position that 
USA withholding tax (and mainstream taxation) should not be imposed solely on the grounds that it is more likely than 
not that the death-benefit proceeds are not USA sourced income.   
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Notwithstanding the position adopted by the Fund and the alternative positions that exist, there is a risk that the USA 
Internal Revenue Service could seek to impose withholding tax (or mainstream tax on a net basis) in relation to the 
proceeds from policies that reach maturity.  The rate of withholding tax would be 30% (35% on net mainstream tax) on 
the profit on the matured policy.  If withholding tax is imposed, such tax would be deducted from the proceeds of the 
payout of the life policy and a credit for such tax may be available to the Investor according to their specific taxing 
jurisdiction and circumstances.  No USA withholding tax should be applicable to any gains on policies sold prior to 
maturity.   
 
The Responsible Entity of the Fund has taken expert advice in regard to the USA tax position of the Fund.  Such advice 
confirms that the position adopted by the Fund and the alternative arguments set out above constitute more likely than 
not positions in accordance with the tax laws of the USA.  This means that it is considered more likely than not that the 
relevant issue would be resolved in the Fund’s favour.  However, the taxation of Life Settlement proceeds in the United 
States presents novel issues and we strongly recommend that you give consideration to these issues and seek your own 
advice having regard to your own specific circumstances prior to making your investment.  The Fund has taken no tax 
advice on State taxation for individual States within the United States.  However, in general, State taxation will follow 
federal taxation.  In general, if no federal tax is due, no State income tax will be due. 
 
Acquisition of Units immediately prior to distribution  

If an Investor acquires Units just prior to the end of a Distribution Period, any distribution of income relevant to that 
period will constitute ordinary income for Australian income tax purposes and not a capital return that would otherwise 
reduce the Australian Gains Tax (CGT) cost base of the relevant units.  
 
Withholding Tax 

Investors that disclose a non-Australian country of residence, or do not provide the Responsible Entity with a tax file 
number or exemption category, will have withholding tax deducted from their distributions in respect of net Australian 
income.   Any Australian sourced income distributed to non-Australian investors would be subject to Australian 
withholding tax. 
 
The withholding tax rate applicable to non-Australian Investors on certain trust distributions of Australian sourced income 
currently varies between 15% and 46.5%.  Generally, a registered managed investment scheme will be subject to a 
maximum of 30% withholding tax on Australian source income.  It is noted that the Australian withholding tax rate on 
distributions to a non-Australian investor that is in a jurisdiction with which Australia has an effective exchange of 
information (EOI) agreement is reduced to 15% from 1 July 2009 (7.5% from 1 July 2010 and subsequent income years). 
 
The Responsible Entity suggests that Investors seek advice from an independent financial or taxation adviser 
to determine their own tax position, having regard to their individual circumstances.  
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8. Summary of Material Documents 
 
The following is a summary of certain material documents relevant to the Fund. These material documents are:  
 

a) Constitution.  
b) Compliance Plan.  
c) LIS Service Agreement.     
d) Australian Custodian Agreement.  
e) USA Custodian Agreement.  
f) Premium Funding Agreement. 
g) Precision Valuation Services Agreement 

 
Copies of these documents are available for perusal at the registered office of Life Settlements Funds Limited.  
 
Constitution  

The Constitution is the primary document governing the relationship between Investors and the Responsible Entity.  The 
Constitution declares each Unit confers on an Investor an equal and undivided interest in the assets and liabilities of the 
Fund as a whole but does not confer an interest in any particular asset. 
  
Amongst other things, the Constitution deals with the following important matters that may affect Investors:  
 

• Defining the rights and entitlements of the Investors.  
 

• Powers and duties granted to the Responsible Entity to manage the Fund and its Assets.  
 

• Liability and indemnity of the Responsible Entity to Investors.  
 

• Fees and expenses payable to the Responsible Entity.  
 

• Calculation of the distributable income of the Fund, including when and how it is to be distributed to Investors. 
 

• Distribution reinvestment.  
 

• The ability of the Responsible Entity to issue further classes of units and to determine the rights obligations and 
restrictions applying to those classes. 

 
• Application procedures including the application price (i.e., Unit Price).  

 
• Withdrawal procedures while the Fund is liquid and illiquid, including the calculation of the Withdrawal Price. 

 
• The procedures for the transfer of Units. 

 
The Constitution includes various procedural matters, including rights of Investors to vote at meetings, complaints 
handling procedures, dispute resolution procedures, reports that the Responsible Entity will prepare for Investors and the 
process for retirement or removal of the Responsible Entity and appointment of a replacement.  
 
The Constitution states the liability of Investors is limited to their investment in the Fund; however, the effectiveness of 
provisions of this kind is ultimately a question for the courts.  
 
 

 

 

 

 



51 
 

Compliance Plan  

The Compliance Plan outlines the principles and procedures the Responsible Entity has in place to comply with the 
provisions of the Corporations Act, ASIC policy and the Constitution.  The range of issues it deals with is extensive.   
 
The Compliance Plan procedures include detail about the Responsible Entity’s back office systems for competent 
management of the Fund. These systems include computer back-up and off-site storage of data, accounting, office 
security and filing. The Responsible Entity updates the Compliance Plan on an ongoing basis and regularly lodges updated 
copies with ASIC.  The most recent Compliance Plan was lodged in July 2008. 
 
LIS Service Agreement  

The Responsible Entity has entered into an agreement with LIS for the provision of certain defined services by LIS for a 
term of twenty years (commencing 28th March 2006). 
 
The services to be provided in accordance with the agreement include:  
 

• Ensuring policies introduced to the Responsible Entity for purchase satisfy the Policy Purchase Criteria.  
 

• Introducing the Responsible Entity to Providers and service providers with substantial expertise and experience in 
sourcing qualifying Life Settlement policies and who comply with applicable USA State licensing requirements.  

 
• Undertaking due diligence of Providers and service providers.  

 
• Introducing the Responsible Entity to Medical Assessors who comply with applicable USA State licensing 

requirements and hold substantial expertise and experience in evaluating policies suitable for Life Settlements.  
 

• Monitoring and advising of Life Settlements market changes in the USA that could adversely affect the 
operation of the Fund.  

 
• Monitoring the performance of Providers and Medical Assessors introduced by LIS.  

 
• Monitoring and overseeing the policy purchase process in the USA.  

 
• Receiving and reviewing Life Settlement policy information submitted by Providers to determine whether policies 

are consistent with the purchase criteria established for the Fund.  
 

• Advising on the services to be provided by Medical Assessors and assisting in negotiation of agreements with 
Medical Assessors.  

 
• Assisting with the review of the Policy Purchase Criteria if requested.  

 
• Assisting to settle the purchase of Life Policies, including the proper allocation and distribution of Life Policy 

purchase costs and related costs, including finance.  
 

• Providing quarterly reports on LIS’ compliance with the service agreement.  
 
The agreement prevents Life Settlements Funds Limited from directly approaching any Providers, or other service providers 
engaged in the business of effecting transactions in Life Settlements or other originators of Life Settlements in the USA, 
otherwise than under the instructions of LIS. This is because Life Settlements Funds Limited does not intend to have a 
permanent establishment in the USA.    
 
The service agreement may be terminated by agreement between the parties or by LIS on the giving of three months 
notice. LIS is a related party of Life Settlements Funds Limited and as a result, it is likely that any decision to terminate the 
arrangement will be by mutual agreement, with alternate arrangements provided for.  
 
LIS is entitled to a consultancy fee of 1.65% of the face amount of Life Policies purchased. 
 
The consultancy fee is payable at the time the policy is purchased. It should be noted that this fee is not included in 
calculating the Fund's indirect cost ratio (See Section 6), because Providers and service providers are required to acquire 
Life Policies in the USA— an individual Investor would incur a similar cost if they wished to acquire Life Policies directly 
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rather than through an investment in the Fund. In addition, the consultancy fee is deducted from the acquisition price 
payable to the policy seller and it is therefore not a cost borne by the Fund. 
 
Australian Custodian Agreement  

Perpetual Trustee Company Limited acts as custodian in Australia pursuant to the Australian Custodian Agreement. The 
role of the Australian Custodian is to receive and hold all application money, cash assets and bank accounts of the Fund, 
and to distribute income to Investors. The Australian Custodian will only disburse funds in accordance with the directions 
of the Responsible Entity. The Responsible Entity must place the relevant Assets of the Fund into the control of the 
Australian Custodian.  The Responsible Entity indemnifies the Australian Custodian in respect of any liability the 
Australian Custodian may incur by reason of it acting in accordance with the Responsible Entity’s directions, or 
performing its other duties under this Agreement as the Responsible Entity's agent.  
 
The Australian Custodian must only carry out instructions in respect of the Fund which are given by the Responsible 
Entity.  
 
The fees payable to the Australian Custodian are included in the administration costs for the Fund, set out in Section 6.  
 
USA Custodian Agreement  

The Bank of New York Mellon acts as custodian in the USA pursuant to the USA Custodian Agreement. The general 
obligations of the USA Custodian under this Agreement are outlined in Section 4 of this PDS. The Responsible Entity also 
has obligations under this document, such as placing Assets of the Fund into the control of the USA Custodian and 
indemnifying the USA Custodian in respect of any liability the USA Custodian may incur by reason of it acting in 
accordance with the Responsible Entity’s directions, or performing its other duties under the Agreement as the 
Responsible Entity's agent.  
 
The USA Custodian must only carry out instructions in respect of the Fund which are given and authorised by the 
Responsible Entity.  
 
The USA Custodian Agreement does not strictly comply with ASIC’s requirements (e.g., in relation to compliance with 
ASIC Regulatory Guide 133), however the Responsible Entity is satisfied the Bank of New York Mellon is a substantial 
entity with adequate custodial procedures in place to safeguard the Assets of the Fund.   
 
The costs of any services provided by The Bank of New York Mellon are included in the administration costs for the Fund, 
set out in Section 6. 
 
Premium Funding Agreement  

Currently, the only borrowings by the Fund are for premium financing. The Fund can repay this facility at any time 
without penalty, but it is only required to repay the facility progressively upon sale/maturity of the relevant policies.  
 
Precision Valuation Services Agreement 

The Responsible Entity has entered into a service agreement with Precision Valuation Services, LLC (PVS) to provide policy 
valuation services. PVS is paid a flat fee per policy by the Fund. 
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9. Additional Information  
 
Consents  

All of the firms listed below have given and have not before issue of the PDS withdrawn their consent to the issue of the 
PDS with either a reference to them or with any statements which may have been made by them included, in the form 
and context in which they are included. None of these firms are responsible for the issue of the PDS and nor are they 
responsible for any particular part of it:    
 

a) Perpetual Trustee Company Limited. 
 

b) The Bank of New York Mellon. 
 

c) Life Investment Services Proprietary Limited. 
 

d) CMG Surety, LLC. 
 

e) Life Settlement Providers, LLC. 
 
Complaints 

If you have a complaint, you should notify the Responsible Entity by telephone or by writing. The Responsible Entity will 
require your details and details of the complaint in order to investigate.  Once a complaint is made, the Responsible Entity 
must, within 5 Business Days after receiving the complaint, write to the complainant to acknowledge the complaint and 
attempt to respond fully within 28 days   If a satisfactory resolution cannot be reached, you may lodge your complaint 
with the external dispute resolution service of which the Responsible Entity is a member, Financial Ombudsman Service 
Limited (FOS).   
 
The contact details for FOS are as follows: 
 
Address:   GPO Box 3, Melbourne, Vic 3001 
Phone:   1300 780 808 (only available within Australia) 
Phone:   +61 3 9613 7366 (Overseas callers) 
Fax:   +61 3 9613 6399 
Email:   info@fos.org.au  
Web:   www.fos.org.au 
 
Please note, those persons who have invested in the Fund through an Administration Service should contact the operator 
of that service for the resolution of a complaint. 
 
Environmental and ethical considerations  

Whilst the Responsible Entity intends to conduct its affairs in an ethical and sound manner, the Fund's investment criteria 
do not include giving additional weight to labour standards, environmental, social or ethical considerations when making 
or realising investments.  

 
Continuous disclosure  

The Fund is a disclosing entity under the Corporations Act and is subject to regular reporting and disclosure obligations 
under the Corporations Act.  The Fund must lodge annual and half yearly accounts and notice of other important events 
with ASIC. This information may be obtained from, or inspected at, any ASIC office. All Investors have a right to obtain 
copies of these documents from ASIC.  

 
You also have a right to request a copy of certain documents from us when they become available and the Responsible 
Entity must send you a copy (free of charge). The Responsible Entity will include the majority of these documents on its 
website at: www.lifesettlementsfund.com.   
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Cooling-off  

A 14-day “cooling-off period” will apply to your investment in the Fund, although there is no cooling-off period for Units 
in a reinvestment of distributions.  
 
If, during the 14-day cooling-off period, you decide the investment does not meet your needs, then simply advise us in 
writing.  The 14-day period starts the earlier of the day you receive the transaction confirmation, or 5 Business Days after 
your Units are issued. The Responsible Entity will refund your investment at the Withdrawal Price on the day the request is 
received, less tax or duty incurred.  The Withdrawal Price will be different to the application price (i.e., Unit Price), as the 
price may vary according to movements in the net value of the Fund, and transaction costs are deducted at 0.5% of the 
Net Asset Value per Unit. The amount returned to you may be less than your original investment.  
 
It should be noted this cooling-off right will end if you choose to exercise any right or power as an Investor, before the 
end of the 14 day period. 
 
Under normal circumstances, refunds are made within 7 Business Days of your request.  
 
Administration Service disclosure  

The Responsible Entity authorises the use of this PDS as disclosure for those who wish to access the Fund through an 
Administration Service where the operator of the service has provided the Responsible Entity with a written undertaking 
in accordance with ASIC requirements. A person who invests in the Fund though an Administration Service does not 
become an Investor in the Fund.  The operator of the Administration Service acquires these rights and can exercise them, 
on behalf of the Investor, according to arrangements governing the Administration Service. 
 
To direct an Administration Service to invest in the Fund, the Investor will need to complete the application form for that 
Administration Service.  Additional investments, withdrawals or transfers must also be directed through the operator of 
that service.  Those who invest through an Administration Service will have their income dealt with according to their 
agreement with the operator of that service. 
 
Privacy policy  

We recognise your privacy is important to you. This policy provides you with information on the collection, storage, use 
and disclosure of your personal information.  
 
We will not collect any personal information about you unless you have knowingly provided information to us or 
authorised a third party to provide information to us. We will only collect, maintain and use personal information about 
you if it is necessary for us to adequately provide the services you have requested. 
 
You may elect to not give us any of the personal information requested, however without this information we may not 
be able to process your investment. By signing the application form attached to this PDS you authorise us to collect, 
maintain, use and disclose your personal information in the manner set out in this privacy statement. 
 
You may request access at any time to personal information held by us about you and ask us to correct it if you believe it 
is incorrect or out of date. 
 
We will not use or disclose personal information collected by us for any purpose other than— 
 

a) the purposes for which it was provided or a secondary related purpose where you would reasonably expect us 
to use or disclose the information; 

b) where you have consented to such disclosure, or 
c) where required or authorised under law, in circumstances relating to public health and safety and in connection 

with certain operations by or on behalf of an enforcement body. 
 

We are obliged under the Corporations Act to maintain certain transaction records and make those records available for 
inspection by ASIC. In addition, we may contract external parties to conduct due diligence, compliance or financial audits. 
This may involve the disclosure of your personal information. 
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If you choose to invest in the Fund, then your information may be used to –  
 

a) Advise the Australian Tax Office (ATO) of your tax file number. If you choose not to provide us with your tax file 
number, then tax will be deducted on behalf of the ATO from distributions payable to you, at the highest 
marginal tax rate. 

b) Enter your details on the register of the members of the Fund, which is available for inspection in accordance 
with the Corporations Act. 

c) Communicate with you or your financial adviser about your investment. 
d) Make deposits of distributions to your nominated bank account. 

 
We may use the personal information collected from you for the purpose of providing you with direct marketing material 
such as articles that may be of interest to you, however you may request not to receive such information and we will give 
effect to that request. Please allow two weeks for your request to be actioned. Your personal information may be 
provided to entities related to Life Settlements Funds Limited. It is a condition of our agreement with each of our 
representatives and staff that they adopt and adhere to this privacy policy.  If you have any concerns in this regard, then 
you should contact us. 
 
A copy of our privacy statement is available by visiting our website at: www.lifesettlementsfund.com. 
 
Unit Pricing policy 

The Responsible Entity will provide a copy of the Fund's Unit Pricing policy to Investors free of charge, upon request.  The 
Unit pricing policy sets out details of the Responsible Entity's approach to the following: 

 
a) The valuation methods for pricing Life Policies.   
b) Valuation methods and policies concerning other factors to determine the Net Asset Value. 
c) Frequency of Unit pricing.   
d) Calculation of application and withdrawal prices, including adjustments for transaction costs. 
e) How the Responsible Entity will manage any Unit Pricing errors. 

 
Further information on the Fund's valuation policy is set out in Section 2. 
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10. Glossary 
 
Administration Service – An investor directed portfolio service or similar service, such as a master trust, wrap account 
or nominee or custody service.  
 
A.M. Best – An organisation that provides rating reports for insurance companies worldwide (refer to Section 2 for more 
information). 
 
AML/CTF — Anti-money laundering and counter-terrorism financing. 
 
AML/CTF Act — Anti-Money Laundering and Counter-Terrorism Financing Act 2006. 
 
Applicant – A person who has completed and lodged with Life Settlements Funds Limited an application form included 
in or accompanied by this PDS and who has paid the application money for Units.  
 
ASIC – The Australian Securities and Investments Commission.  
 
Assets – All property, rights and income of the Fund, including Life Policies.  
 
Australian Custodian – Perpetual Trustee Company Limited ABN 42 000 001 007, or such other custodian appointed by 
the Responsible Entity from time to time to hold the assets of the Fund that are located in Australia.  
 
Australian dollars or AUD – The lawful currency of the Commonwealth of Australia.  
 
Business Day – Any day other than a Saturday, Sunday or public holiday in Brisbane, Australia.  
 
Compliance Plan – The document as amended from time to time, which outlines the principles and procedures which 
the Responsible Entity invokes for compliance with the provisions of the Corporations Act, ASIC policy and the 
Constitution.  
 
Constitution – The document establishing the Fund and governing the relationship between the Responsible Entity and 
Investors, as amended from time to time.  
 
Contestability Period – This is the time period during which an insurance company may terminate a policy for various 
reasons. The period is typically two years from the date the policy commences. A policy becomes non-contestable after 
premiums have been paid for the Contestability Period, after which time the insurance company cannot, under any and 
all circumstances, refuse payment of the policy benefits.  
 
Corporations Act – The Corporations Act 2001 (Commonwealth) for the time being in force together with the 
regulations.  
 
Custodian Agreements – Agreements entered into by the Responsible Entity and its appointed custodians in Australia 
and the USA.  
 
Custodians – the Australian Custodian and the USA Custodian.  
 
Director – A director of the Responsible Entity.  
 
Distribution Period – Any period in relation to which the Responsible Entity declares a distribution. 
 
Face Value – The payment amount set forth in a life insurance policy which is payable on the death of the insured or 
upon maturity of the policy.   
 
Fund – Life Settlements Wholesale Fund ARSN 110 346 695. 
 
GST Act – A New Tax System (Goods & Services Tax) Act 1999. 
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Investment Management Committee – The committee established by the Responsible Entity to review and consider 
Life Policies presented to the Fund for purchase in cases where a policy does not meet all Policy Purchase Criteria. The 
committee comprises senior executives of the Responsible Entity and meets as required.   
 
Investor – A person who holds Units.  
 
Life Policy – A USA policy of life insurance, most commonly the category known as universal life policies. 
 
Life Settlement – The transfer of the beneficial interest in an existing life insurance policy to a third party in return for a 
cash settlement of a sum less than the policy's Face Value. The purchaser is entitled to the net death benefit from the 
insurance company upon the death of the insured. 
 
Medical Assessor – A person, company or entity that is licensed to provide independent life evaluations and/or 
insurance underwriting. In relation to the Fund, medical assessors provide pre and post–purchase portfolio services in 
relation to the insured persons whose life insurance policies are purchased by the Fund (also known in the USA as 
“medical underwriters”).  
 
Mortality Table – An actuarial table of anticipated death rates for various age groupings, normally expressed as deaths 
per thousand.  
 
Net Asset Value – The total value of the Assets of the Fund less all liabilities of the Fund, calculated in accordance with 
the Constitution.  
 
Net Income – The net taxable income of the Fund, for the relevant financial reporting period, calculated in accordance 
with Australian Accounting Standards, but excludes any increase in the valuation of the Fund's Assets.  
 
Offer – The offer under this PDS to acquire Ordinary Units.  
 
Ordinary Unit – An Ordinary Unit in the Fund. 
 
Policy Purchase Criteria – The criteria applied by the Responsible Entity to the selection of policies, summarised in 
Section 2.  
 
Providers – A person, entity or company that is appropriately licensed and satisfies the selection criteria set out in Section 
4; which has been appointed by LIS to provide services in relation to the sourcing of Life Policies. 
 
Responsible Entity – Life Settlements Funds Limited or any other company which is appointed, for the time being, as 
the responsible entity of the Fund.  
 
Tracking Agents – Agents who gather information about the insured's health and whereabouts, as well as providing 
death claim processing and reporting services.  Tracking Agents are licensed (State-based) service providers authorised by 
the insured to monitor their mortality in accordance with strict privacy guidelines. 
 
Unit – An Ordinary Unit in the Fund, or where the context requires, any other unit in the Fund.   
 
Unit Price – The price of a Unit calculated in accordance with Section 3 of this PDS.  
 
USA Custodian – The Bank of New York Mellon, or such other custodian appointed by the Responsible Entity from time 
to time to hold the assets of the Fund that are located in the USA.  
 
US or USA – United States of America.  
 
US dollars or USD – The lawful currency of the United States of America.  
 
We, our or us – Life Settlements Funds Limited.  
 
Wholesale Client – A person who—  
(a) invests at least $500,000 
(b) meets the minimum asset ($2.5 million of net assets) or income ($250,000 of gross income for the last two 

financial years) requirements, or 
(c) otherwise satisfies the Responsible Entity they are not required to be given a product disclosure statement under 

the Corporations Act. 



58 
 

Please note, Investors relying on the minimum asset or income requirement must provide the Responsible Entity with a 
current qualified accountant’s certificate. 
 
Withdrawal Price – The Withdrawal Price per Ordinary Unit, calculated in accordance with Section 3 of this PDS. 
 
You – An Investor.  



59 
 

11. Instructions on How to Invest 
 
Direct Investors should complete the attached application form. Investors investing through an Administration Service 
should use the forms supplied by their service operator.  

 
Minimum Investment  

The minimum initial investment is AUD$30,000. The minimum additional investment is AUD$5,000. This applies to direct 
Investors. If the investment is made via an Administration Service, the minimum investment will be dictated by that 
service.  

 
Payment methods  

Australian Investors  

To apply for Units you must use the application form. Payments may be made by wire transfer or by cheque. 
 
Please attach your cheque to the application form made payable to “Perpetual Trustee Company Limited ACF Life 
Settlements Wholesale Fund”. Your cheque must be drawn in Australian dollars on an Australian authorised deposit 
taking institution and crossed “not negotiable”.   

 
Overseas Investors 

• To apply for Ordinary Units you must complete the application form. 
• Please wire transfer the application amount in Australian dollars free of bank fees to the following bank 

account.  
 

 
Bank Name: 

 
National Australia Bank 
 

 
Branch:  

 
33 Park Road 
Milton QLD 
 

 
Account Number: 

 
57513 0068 
 

 
BSB Number:  

 
084 280 
 

 
Swift Code:  

 
NATAAU3302S 
 

 
Account Name: 

 
Perpetual Trustee Company ACF  
Life Settlements Wholesale Fund  
 

 
Account Address:  

 
Level 2, 56-58 Nerang Street 
Southport 4215 
Queensland 
AUSTRALIA 
 

 
Bank Fees: 

 
To be charged to remitter. 
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• Please dispatch the signed original documentation by courier to the following address: 

 
Life Settlements Funds Limited 
 
Street Address: 
Level 2, 56-58 Nerang Street  
Southport 
Queensland 4215  
AUSTRALIA  
 
Or mail to:  
PO Box 5799 
Gold Coast Mail Centre  
Queensland 9726 
AUSTRALIA 

 
• In order to process your application form, please fax the following to Life Settlements Funds Limited Fax Number 

+61 7  5591 4375: 
 

o A copy of the completed and duly signed application form; 
o A copy of the wire transfer receipt; 
o AML/CTF Identification materials. 
 

Correct name  

The type of entity you are using to purchase Units will determine how you complete the application form. Please refer to 
the table when completing the name of the Investor.  
 
How to enter your name 

 
Type of Investor 
 

 
Correct Form 

 
Incorrect Form 

 
Individual 
Use given names in full, not initials 
 

 
✓ Peter Robert Smith 

 
 P.R. Smith 

 
Company 
Use full company name, not 
abbreviations 
 

 
✓ Smith Building Services Pty Ltd 

 
 SBS P/L Smith Building Services 

 
Minor (under 18 years of age) 
Use the name of the responsible 
adult with the minor in brackets, 
not just the name of the minor. 
 

 
✓ Jane Elizabeth Smith <Smith 
Family Trust> 

 
 Smith Family Trust 

 
Superannuation Funds 
Use the name of the trustee with 
the name of the fund in brackets, 
not just the superannuation fund 
 

 
✓ Jane Elizabeth Smith <Smith 
Superannuation Fund> 

 
 Smith Superannuation Fund 

 
Partnerships 
Use the name of the partners and 
not the name of the firm or 
business 

 
✓ Peter Robert Smith and John 
Smith <Smith Brothers> 

 
 Smith Brothers 
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If you are applying as an individual 

The application form must be signed personally by you or your attorney(s).  Joint applications must be signed by all 
Applicants or their authorised attorney(s).  Also, please note, the full names of the two joint Applicants must appear with 
the second name appearing as Applicant 2 on the application form.  Where there is only one Applicant you need only 
complete the Applicant 1 field.  Where the application form is signed by an attorney, the application form must be 
accompanied by a certified copy of the power of attorney and a declaration of non-revocation of the power of attorney 
by the attorney. Correct AML/CTF identification materials must accompany the application (pursuant to the AML/CTF 
booklet accompanying this PDS or available at www.lifesettlementsfund.com). 
 
If you are applying as a company  

You need to sign the application form in the manner required by the Corporations Act which requires a director and 
secretary, or two directors, or, if the company has only one director, then just that director, to sign the application form. 
There is no need for you to apply a company seal.  Correct AML/CTF identification materials must accompany the 
application (pursuant to the AML/CTF booklet accompanying this PDS or available at www.lifesettlementsfund.com). 
 
If you are applying as a trust (family or unit trust, superannuation fund)  

You need to apply in the name of the trustee and must also note the full name of the trust on the application form.  
 
If the trustee is an individual the application form must be signed personally by the trustee or by its attorney.  
 
If the trustee is a company you need to sign the application form in the manner required by the Corporations Act which 
requires a director and secretary, or two directors, or, if the company has only one director, then just that director, to sign 
the application form. There is no need for you to apply a company seal.  Correct AML/CTF identification materials must 
accompany the application (pursuant to the AML/CTF booklet accompanying this PDS or available at 
www.lifesettlementsfund.com). 
 
Tax File Number  

Australian Investors 

You do not have to provide us with your Tax File Number (TFN). However, if you do not provide your TFN the Responsible 
Entity may be required to deduct tax from any income paid to you at the top marginal tax rate. You may be eligible for an 
exemption to provide your TFN in which case you will need to state the reason for the exemption in the application form 
in the space provided. 
  
Overseas Investors 

Overseas Investors are not required to provide a TFN.  
 
Date of Birth  

If you are applying as an individual then the Responsible Entity is required by the Corporations Act and AML/CTF Act to 
request and verify your date of birth.  
 
Acceptance of application form  

Once you have signed and returned the application form, should your application form be accepted, you will be issued 
Units and will become an Investor. The Responsible Entity may decide to accept or reject your application form.  
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Lodging the application form  

The application form, AML/CTF identification materials and the cheque for the application money should be either mailed 
or delivered to the following addresses:  

 
Life Settlements Funds Limited 
 
Street Address: 
Level 2, 56-58 Nerang Street  
Southport 
Queensland 4215  
AUSTRALIA  
 
Or mail to:  
PO Box 5799 
Gold Coast Mail Centre  
Queensland 9726 
AUSTRALIA 

 
 
Alternatively, you may send your application form to your dealer or adviser who will forward the application to us.  
 
Distributions 

Distributions of income will be paid to you by direct deposit into an account nominated by you. Please provide your 
account details in the application form and check for accuracy. If you do not provide your account details for the payment 
of distributions you may not receive your distribution cheque until up to 10 Business Days after distributions are paid 
electronically into Investors’ bank accounts. 
 
Anti-money laundering and counter-terrorism financing 

The Responsible Entity is a 'reporting entity' for the purposes of the AML/CTF Act and, as such, must identify all 
Applicants before issuing Units to them.  What documents you need to provide will depend on the type of entity you are 
and where you are from.  Further details are set out in the AML/CTF booklet which accompanies this PDS (or is available 
from your adviser, at www.lifesettlementsfund.com or by contacting the Responsible Entity).  
 
Units will not be issued to an Applicant unless satisfactory identification documents accompany the correctly completed 
application form.  The Responsible Entity may request additional information from Applicants where it considers it 
necessary to satisfy its obligations under the AML/CTF Act.  
 
 
 
 
 
 
 


