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This financial report covers the Premium Income Fund as an individual entity. 

The responsible entity of the Premium Income Fund is Wellington Capital Limited ABN 45 114 248 458.   

The responsible entity’s registered office is Level 22, 307 Queen Street, Brisbane, Queensland, 4000. 
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Corporate Governance Statement 
 
Unless otherwise disclosed below, the following corporate governance principles have been applied for the entire financial period. 
 
The responsible entity 
Wellington Capital Limited (“Manager”) is the responsible entity of the Premium Income Fund (“Fund”). Its role is to manage the Fund in the 
unit holders’ best interests in accordance with the Fund’s Constitution and the law. 
 
The board of the responsible entity  
The board of directors of the Manager will, in carrying out its function and exercising its powers, at all times fulfill its overriding responsibility 
to act honestly, conscientiously and fairly, in accordance with the law, in the interests of unit holders and those of both employees of the 
group and those with whom the group has dealings. 
 
To assist it in the execution of its responsibilities, the board has established an Audit and Risk Management Committee and a Compliance 
Committee.  
 
The directors have the right to seek independent professional advice in the furtherance of their duties, as directors, at the Manager’s 
expense. 
 
Composition of the board 
The board must comprise members with a broad range of experience, expertise, skills and contacts relevant to the group and its business. 
 
The board of directors currently comprises the following members:   
 

Ms Jennifer Hutson (Chair and Managing Director) 
Mr Robert Pitt 
Mrs Mary-Anne Greaves   

   
Information about each present member of the board of the Manager is set out in the Directors’ Report. 
 
Performance evaluation 
A performance evaluation of the board and all of its members is conducted annually. The performance of the Chair is reviewed and assessed 
by the other directors. The performance of all other directors is conducted by the Chair. An external assessment of the Board’s policies and 
procedures, and its effectiveness generally, is conducted by an independent professional consultant at intervals of no more than three years. 
 
Trading policy 
The Manager’s policy regarding directors and employees trading in securities of the Fund is determined by the board of directors. The policy 
restricts directors and employees from acting on material information until it has been released to the market and adequate time has been 
given for this to be reflected in the price of the securities. 
 
Independent professional advice 
Each director has the right to seek independent legal or other professional advice, at the Manager’s expense, to assist them in the 
performance of their duties. Prior approval must be obtained from the Chair but this may not be unreasonably withheld. 
 
Key management personnel and remuneration 
The Fund has no employees. All key management personnel are employed by and are remunerated by the Manager, Wellington Capital 
Limited. No amounts were paid by the Fund to key management personnel of the Manager during the financial year.  
 
Compliance Committee 
The Compliance Committee has a statutory obligation to monitor the extent to which the Manager complies with the Fund’s compliance plan 
and the Corporations Act 2001. It meets quarterly, or more frequently if required, and is provided with detailed compliance reports from the 
Compliance Officer. It reports its findings to the board of the Manager. The members of the Compliance Committee are as follows: 
 
 Ms M A Greaves 
 Mr T Outerbridge (external independent member) 
 Mr P Wibaux (external independent member) 
 
Audit and Risk Management Committee 
The Audit and Risk Management Committee has been established to advise the board on the establishment and maintenance of a framework 
of internal control and appropriate ethical standards for the management of the group. It also gives the board additional assurance regarding 
the quality and reliability of financial information prepared for use by the board. The committee has responsibility for reviewing the risk 
management framework and policies within the group and monitoring their implementation. The members of the Audit and Risk Management 
Committee are Ms J Hutson and Mr S R Pitt.   
 
Non–audit services  
Before arranging for the provision of non-audit services, the directors satisfy themselves that the provision of these services by the auditor is 
compatible with the general standard of independence for auditors imposed by the Corporations Act 2001.  
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Directors’ Report 
The directors of Wellington Capital Limited, the responsible entity of the Premium Income Fund, present their report together with the financial 
report of the Premium Income Fund (‘the Fund’), for the year ended 30 June 2009.  

Responsible entity 
The responsible entity of the Premium Income Fund is Wellington Capital Limited. 

Principal activities 
The Fund is a registered managed investment scheme domiciled in Australia. 

The Funds’ principal activity for the year was the investment of unit holders’ funds in equities, debt instruments, cash and registered 
mortgages. 

The Fund did not have any employees during the year. 

There were no significant changes in the nature of the Funds’ activities during the year. 
 
Directors 
The names of the directors of the company at any time during or since the end of the year are: 
 

J J Hutson  
S R Pitt 
M A Greaves  

 
The Directors in office at the date of this report, together with their qualifications, experience and special responsibilities are: 
 
J. J. Hutson,   B.Comm, LL.B, Age 41  
Ms Hutson was appointed a director in June 2006. She is a member of the audit and risk management committee. Ms Hutson was a 
corporate lawyer and a partner in McCullough Robertson where she headed the Corporate Advisory Group. Ms Hutson has specialised in 
property based capital raising’s and has provided advice in relation to more than 80 capital raising projects over the last 14 years. She is a 
member of the Companies’ Committee of the Law Council of Australia and the Queensland Law Society.  
 
R. Pitt, CPA, FCIS, MAICD, Age 65 
Mr Pitt was appointed a director in May 2005. He is also a member of the audit and risk management committee. Mr Pitt is a Certified 
Practising Accountant and a fellow of the Chartered Institute of Company Secretaries.  He has held senior operational and financial 
management positions with major corporations over many years and has a strong background in general and financial management, 
including balance sheet risk management.  
 
M A Greaves. LL.B., ACIS, Age 44 
Mrs Greaves was appointed a director in May 2008. She is a corporate lawyer and has wide experience in regulated and unregulated capital 
raisings, company stock exchange listings, property based managed investment schemes and general corporate legal and commercial 
matters.   
 
Company Secretary 
The Company Secretary is Mrs Greaves. 
 
Registered Office 
The registered office of Wellington Capital Limited and the fund is Level 22, 307 Queen Street, Brisbane, Queensland, 4000. 

Review and results of operations 
The global financial crisis, which severely affected the valuation and recoverability of the Funds assets during the previous financial year, 
worsened during the current financial period. This caused the proposed refinancing by some of the Fund’s borrowers to be delayed, or 
cancelled, due to their inability to obtain alternate financing. These factors have also hindered the Fund’s ability to sell properties where it is 
Mortgagee in Possession. These delays in cash inflows have prevented the recommencement of cash distributions to unit holders as had 
been forecast previously. However, the interest-bearing borrowings incurred previously by the Fund have now been repaid in full. 

Asset backed securities, managed investment schemes and fixed interest securities in which the Fund has investments, recorded a decline in 
their market values in line with the general decline in investment markets around the world. 

During the financial period, a net $60 million was raised from asset sales or refinances. These funds were used to fully repay external 
borrowings of $55 million and maintenance of fund assets, interest and operating expenses. 

At a meeting of unit holders on 15 October 2008 it was resolved to modify the Fund’s Constitution so as to cancel the redemption provisions 
and to list the Fund’s units on the National Stock Exchange. The listing occurred on 16 October 2008. It was further resolved to appoint 
Wellington Capital Limited as the responsible entity.        

It is the director’s intention to continue to manage the asset portfolio and cash flows so as to recommence cash distributions to unit holders 
as soon as possible.  
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As a result of the full repayment of all borrowings and settlement of the outstanding creditor claims, the directors believe that the threat of 
liquidation of the Fund has been eliminated. Accordingly, they believe the Fund is a going concern and the financial statements have been 
prepared on that basis. 

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

 
2009 

$000’s  
2008 

$000’s 

Net operating profit/(loss)  attributable to unit holders (39,356)  (379,283) 

Distributions    

Distribution paid and payable ($000’s) -  40,083 

Distribution (cents per unit) -  4.9 

Unit holders’ Funds 

 

Net assets attributable to unitholders 

30 June 2009 
Number  

000’s  

30 June 2008 
Number 

000’s  

30 June 2009  
Liability  
 $000’s 

30 June 2008 
Liability 
 $000’s 

Opening balance 755,147 880,091 335,782 880,091 

Redemptions (114) (239,988) (75) (239,988) 

Applications - cash - 100,561 - 100,561 

Applications - reinvestments - 14,483 - 14,484 

Net loss for the period to 16 October 2008 - - (1,367) (419,366) 

Reclassification as equity (755,033)  (334,340)  

 (755,033) (124,944) (335,782) (544,309) 

Closing balance - 755,147 - 335,782 

 
Following the unit holders’ resolution to modify the Constitution of the Fund to cancel the redemption provisions and to list the Fund’s units on 
the National Stock Exchange effective from 16 October 2008, net assets attributable to unit holders have been reclassified in the Balance 
Sheet as equity rather than as a liability. This is in accordance with AASB 132 Financial Instruments: Disclosure and Presentation. Full details 
are disclosed in the Statement of Changes in Equity in the Financial Report. 
 
The Fund had total net assets valued at $296.4 million as at 30 June 2009 (2008 - $ 335.8 million). The basis for valuation of the Fund’s 
assets is contained in Note 2 of the financial statements. 

Significant change in the state of affairs 
The Fund continued to invest primarily in equity, debt instruments and mortgage loans during the year ended 30 June 2009. 

The asset allocation of the Fund as at 30 June 2009 was as follows: 

Mortgage Loans  73.6%  

Managed Investment Schemes    1.2%  

Alternative Investments  21.0%  

Cash Investments     0.1%  

Fixed Interest Investments     4.1%  

Due to the reduction in the assessed fair value of the fund’s investment portfolio, these asset allocations are outside the target allocation 
guidelines contained in the Product Disclosure Statement which was issued on 2 July 2007 (“PDS”). The definitions of each of the above 
asset categories are set out in the PDS. 

Likely developments and expected results of operations  
The Fund will continue to be managed in accordance with the investment objectives and guidelines as set out in the governing documents of 
the Fund and in accordance with the provisions of the Fund’s Constitution. 
 
The results of the Fund’s operations will be affected by a number of factors, including the performance of investment markets in which the 
Fund invests. Investment performance is not guaranteed and future returns may differ from past returns. 
 
Further information on likely developments in the operations of the Fund and the expected results of those operations have not been included 
in this report because the Manager believes it would be likely to result in unreasonable prejudice to the Fund.  
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Interests of the responsible entity 
Neither the responsible entity, nor any of its associates, held any interests in the Fund during, or since, the financial year. 

Matters subsequent to the end of the financial year 
Since the end of the financial year, no circumstances have arisen which have significantly affected, or which may significantly affect, the 
operations of the entity, the results of those operations or the state of affairs of the entity in future periods. 

 
Octaviar Limited 
The Fund has issued claims against Octaviar Limited, Octaviar Pacific Finance Limited and Octaviar Administration Ltd seeking recovery of 
$147.5 million, which it is alleged was improperly withdrawn from the Fund.  
 
The Honourable Justice McMurdo in the Supreme Court on 31 July 2009 handed down judgement in relation to applications filed by the 
Public Trustee of Queensland on 19 February 2009 in relation to Octaviar Limited (In Administration) (Receivers and Managers Appointed) 
and Octaviar Administration Pty Ltd (In Administration).  
 
Each Application sought orders under Sections 445D and 447A of the Corporations Act 2001 (Cth) and particularly sought termination of the 
Deed of Company Arrangement for both companies. 
 
His Honour Justice McMurdo ordered that: 
 

• Each of the Deeds of Company Arrangement for Octaviar Limited and Octaviar Administration Pty Ltd be terminated; and 
• Mr J L Grieg and Mr N Harwood of Deloittes (the current administrators of Octaviar Limited and Octaviar Administration Pty Ltd) be 

appointed provisional liquidators until further order of the Court. 
 

It is unclear at this time what effect the appointment of liquidators to Octaviar Limited and Octaviar Administration Pty Ltd will have in relation 
to any potential recovery by the Premium Income Fund. However, the directors consider that it is unlikely that there will be any significant 
recovery from either entity and no allowance has been made in the Financial Statements for any potential recovery.  

It is the intention of the director’s to continue to actively pursue these claims on behalf of unit holders until all avenues for recovery have been 
exhausted. 

Indemnification and insurance of officers and auditors 
No insurance premiums were paid for out of the assets of the Fund in regards to insurance cover provided to either the officers of Wellington 
Capital Limited or the auditors of the Fund.  So long as the officers of Wellington Capital Limited act in accordance with the Fund’s 
constitution and the Law, the officers remain indemnified out of the assets of the Fund against losses incurred while acting on behalf of the 
Fund.  The auditors of the Fund are in no way indemnified out of the assets of the Fund. 

Responsible entity’s remuneration 
At the meeting of unit holders held on 15 October 2008 it was resolved that the Manager would be paid a management fee of 0.7% per 
annum on the value of funds under management. It was agreed by the Manager that no fees would be charged, or become payable, until cash 
distributions to unit holders totalling 3 cents per unit had been made. During the financial year no management fees were charged to, or paid 
by, the Fund to the Manager. 

Environmental regulation 
The operations of the Fund are not subject to any particular or significant environmental law or regulation.  

Rounding of amounts  
The Fund is an entity of a kind referred to in Class Order 98/100 (as amended) issued by the Australian Securities & Investments Commission 
relating to the ‘rounding off’ of amounts in the directors’ report and financial report.  Amounts in the directors’ report and financial report have 
been rounded to the nearest thousand dollars in accordance with that Class Order, unless otherwise indicated. 

Auditor’s Independence Declaration 
A copy of the Auditor’s Independence Declaration as required under section 307C of the Corporations Act 2001 is set out on page 8. 
 
Non-audit services 
The Manager may decide to employ the auditor on assignments additional to their statutory audit duties where the auditor’s expertise and 
experience with the Fund are important. 
 
Details of the amounts paid or payable to the auditor for audit and non- audit services provided during the year are set out below. 
 
The board of directors of the Manager have considered the position and is satisfied that the provision of the non-audit services is compatible 
with the general standard of independence for auditors imposed by the Corporations Act 2001. The directors are satisfied that the provision 
on non-audit services by the auditor, as set out below, did not compromise the auditor independence requirements of the Corporations Act 
2001 for the following reasons: 
 

• All non-audit services have been reviewed by the audit committee to ensure that they do not impact the impartiality and objectivity 
of the auditor; and 



PREMIUM INCOME FUND 

 

 

 
Annual Report   |  Page 7

 

• None of the services undermine the general principles relating to auditor independence as set out in APES 110 Code of Ethics for 
Professional Accountants. 

 
 

 2009 
$ 

2008 
$ 

Non-audit services:   

PricewaterhouseCoopers    

     Preparation of report on asset values for Royal Bank of Scotland 107,030 - 

Total remuneration 107,030 - 

 
 
 
 

  

 Signed in accordance with a resolution of the directors of Wellington Capital Limited. 

 

 

 
 

 

 

  

 

Jenny Hutson 
Director 

  Robert Pitt 
Director 

Brisbane, 

26 August 2009 



Auditor's lndependence Declaration

As lead auditorfor the Premium lncome Fund for the year ended 30 June 2009, I declare that to
the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in

relation to the audit; and

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

This declaration is in respect of the Premium lncome Fund during the period.

Pricewaterh ousecoopers
ABN 52 780 433 757

Riverside Centre
123 Eagle Street
BRISBANE QLD 4OOO

GPO Box 150
BRISBANE QLD 4OO1

DX 77 Brisbane
Australia
Telephone +61 7 3257 5000
FaGsim¡le +61 7 3257 5999
D¡rect Fax 30230824
www.pwc.com/au

Brisbane
26 August 2009

PricewaterhouseCoopers

Liab¡l¡ty lim¡ted by a scheme approved under Professional Standards Legislation
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Income Statement 
FOR THE YEAR ENDED 30 JUNE 2009 

 

 Note 2009 
$000’s 

 2008 
$000’s 

INVESTMENT INCOME 
    

Interest income 3 3,032  61,633 

Net loss on financial instruments designated as at fair value through 
profit or loss 

 
(8,087)  (163,580) 

Net realised loss on realisation of mortgage loans and other financial 
assets 

 
(7,535)  - 

Impairment of mortgage loans 11 (119)  (85,698) 

Impairment of other financial assets 8 (20,673)  (171,693) 

Investment income 4 157  6,162 

Loan and other fees received 5 940  356 

Total investment income/(loss)  (32,285)  (352,820) 

     

EXPENSES 
    

Responsible entity’s fees 15 -  6,098 

Custodian and registry fees  928  1,410 

Fees and commission expense  48  4,470 

Auditor’s remuneration 6 334  197 

Finance costs (excluding distributions)  2,681  12,650 

Legal and professional fees  2,997  353 

Insurance  (536)  1,285 

Administration expenses  619  - 

Total operating expenses  7,071  26,463 

     

Net operating profit/(loss)  (39,356)  (379,283) 

     

Financing costs attributable to unit holders 
    

Distributions to unit holders 8 -  (40,083) 

Transfer to unit holder liabilities  -  419,366 

NET PROFIT/(LOSS) FOR THE YEAR  (39,356)  - 

 

 

EARNINGS PER UNIT ATTRIBUTABLE TO UNIT HOLDERS  

Basic earnings/(loss) per unit 21 ($0.05)  ($0.46) 

Diluted earnings/(loss) per unit 21 ($0.05)  ($0.46) 

 

The income statement should be read in conjunction with the accompanying notes. 
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Balance Sheet 
AS AT 30 JUNE 2009 

 

 Note 2009 
$000’s 

 2008 
$000’s 

ASSETS 
    

Cash and cash equivalents  445  1,259 

Other financial assets 8 62,486  96,655 

Receivables 9 109  693 

Financial assets held at fair value through profit or loss 10 15,802  21,122 

Mortgage loans 11 219,502  275,994 

TOTAL ASSETS  298,344  395,723 

     

LIABILITIES 
    

Payables 12 1,993  4,941 

Interest bearing liabilities 13 -  55,000 

TOTAL LIABILITIES (excluding net assets attributable to unit holders)  
1,993 

 
59,941 

Net assets attributable to unit holders – liability  - 
 

335,782 

TOTAL LIABILITIES  1,993  395,723 

NET ASSETS  296,351  - 

     

EQUITY     

Contributed equity  334,340  - 

Retained losses  (37,989)  - 

TOTAL EQUITY  296,351  - 

 

 

The balance sheet should be read in conjunction with the accompanying notes. 
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Cash Flow Statement  
FOR THE YEAR ENDED 30 JUNE 2009 

 
 Note 2009 

$000’s 
 2008 

$000’s 

CASH FLOWS FROM OPERATING ACTIVITIES 
    

Interest, fees and investment income received  4,747  23,503 

Other cash payments in the course of business  (7,363)  (10,045) 

Net cash inflow/(outflow) from operating activities 16 (2,616)  13,458 

     

CASH FLOWS FROM INVESTING ACTIVITIES     

Mortgage loan advances  (5,436)  (162,039) 

Mortgage loan repayments  55,093  71,918 

Purchase of investments in managed investment schemes  (2,131)  (82,787) 

Redemptions of investments in managed investment schemes  349  178,540 

Fixed interest securities purchased  -  (2,547) 

Fixed interest securities redeemed  -  94,963 

Other investments purchased  -  (190,810) 

Other investments sold  11,694  76,933 

Net cash inflow/(outflow) from investing activities  59,569  (15,829) 

     

CASH FLOWS FROM FINANCING ACTIVITIES 
    

Proceeds from applications by unit holders  -  115,044 

Payments for redemptions by unit holders  (75)  (239,988) 

Distributions paid  -  (45,828) 

Proceeds from borrowings  -  200,000 

Repayment of borrowings and borrowing costs  (57,692)  (157,650) 

Net cash inflow/(outflow) from financing activities  (57,767)  (128,422) 

     

Net increase/(decrease) in cash and cash equivalents  (814)  (130,793) 

     

Cash and cash equivalents at beginning of year  1,259  132,052 

     

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 16 445  1,259 
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Statement of Changes in Equity  
FOR THE YEAR ENDED 30 JUNE 2009 

 
 
 
 Issued 

Capital 
$000’s 

Retained 
Earnings 

$000’s 

Total 
  $000’s 

YEAR ENDED 30 JUNE 2009    

Balance at the beginning of the year - - - 

Net assets attributable to unit holders reclassified from liabilities to equity on 
16 October 2008  334,340 - 334,340 

Net profit/(loss) for the period 16 October 2008 to 30 June 2009 - (37,989) (37,989) 

Balance at the end of the year 334,340 (37,989) 296,351 

 
Unit holders resolved on 15 October 2008, to modify the Constitution of the Fund so as to cancel the redemption provisions and to list the 
Fund’s units on the National Stock Exchange. Listing occurred on 16 October 2008.  Accordingly, net assets attributable to unit holders have 
been reclassified in the Balance Sheet as equity rather than as a liability. This is in accordance with AASB 132 Financial Instruments: Disclosure 
and Presentation.  
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Notes  
NOTE 1.   GENERAL INFORMATION 
This financial report covers the Premium Income Fund (the ‘Fund’) as an individual entity.  The Fund was constituted on 22 December 1999. 

The responsible entity of the Premium Income Fund is Wellington Capital Limited.  The responsible entity’s registered office is Level 22, 307 
Queen Street, Brisbane, Qld, 4000.  The financial report is presented in Australian currency. 

The financial statements were authorised for issue by the directors on 26 August 2009.  The directors of the responsible entity have the 
power to amend and reissue the financial report. 

NOTE 2.  SIGNIFICANT ACCOUNTING POLICIES 
The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been 
consistently applied to all years presented, unless otherwise stated in the following text. 

(a) Basis of preparation 
This general purpose financial report has been prepared in accordance with Australian equivalents to International Financial Reporting 
Standards (AIFRS), other authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues Group Interpretations 
and the Corporations Act 2001 in Australia. 

The financial report is prepared on the basis of fair value measurement of assets and liabilities except where otherwise stated. 

On 16 October 2008 the Fund was listed on the National Stock Exchange. From that date and in accordance with AASB 132: Financial 
Instruments: Disclosure and Presentation, unit holders’ funds have been reclassified from liabilities to equity in the Balance Sheet. Full details 
of the movement in equity are set out in the Statement of Changes in Equity. 

Compliance with International Financial Reporting Standards (IFRS) 
The financial report of the Fund complies with International Financial Reporting Standards as issued by the International Accounting 
Standards Board. 

(b) Going concern 
The financial report has been prepared on a going concern basis. 

During the year to 30 June 2009 the following significant events occurred: 

1. The constitution of the Fund was changed so that the provision for unit holder redemptions was cancelled; 

2. The Fund was listed on the National Stock Exchange; and 

3. The Fund’s interest-bearing borrowings were repaid in full. 

These occurrences have significantly reduced the future cash funding requirements of the Fund. In addition, the directors have assessed the 
future operating cash flow requirements and, following detailed forecasting, believe that the Fund will be able to satisfy all operating cash flow 
requirements from expected cash inflows.  
 
As a result, the directors consider that the Fund is a going concern and the financial report has been prepared on a going concern basis.  After 
taking into account all available information, the directors have concluded that there are reasonable grounds to believe the Fund will be able 
to pay its obligations as and when they become due and payable and continue in operation without any intention, or necessity, to liquidate or 
otherwise wind up its operations.  As such, the basis of preparation of the financial report on an on going basis is appropriate.  
 
 (c)  Critical accounting estimate – uncertainty around property valuations 
The global market for many types of real estate has been severely affected by the recent volatility in global financial markets. The lower levels 
of liquidity and volatility in the banking sector have transferred into a general weakening of market sentiment towards real estate and the 
number of real estate transactions has reduced significantly. 

 
The fair value of underlying security for mortgage loans in default, or mortgagee in possession, is the price at which the property could be 
exchanged between knowledgeable, willing parties in an arm’s length transaction. A “willing seller” is not a forced seller prepared to sell at 
any price. The best evidence of fair value is given by current prices in an active market for similar property in the same location and condition. 

 
The current lack of comparable market evidence relating to pricing assumptions and market drivers means that there is less certainty in 
regard to valuations and the assumptions applied to valuation inputs. The period of time needed to negotiate a sale in this environment may 
also be significantly prolonged. 

 
The fair values of the underlying securities for mortgage loans–in default, or mortgagee in possession, have been adjusted to reflect market 
conditions at the end of the reporting period. Whilst this represents the best estimates of fair values as at the balance sheet date, the current 
market uncertainty means that if a property is sold in future, the price achieved may differ from the most recent valuation, or the fair value 
recorded in the financial statements.  
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 (d) Financial instruments 

 (i) Classification 
The Fund’s investments are classified as at fair value through profit and loss. They comprise: 
 

• Financial instruments designated at fair value through profit or loss upon initial recognition. 
These include financial assets that are held for trading purposes and which may be sold.  These are investments in fixed 
interest securities, equity instruments and units in managed investment schemes. Financial assets and financial liabilities 
designated at fair value through profit or loss at inception are those that are managed and their performance evaluated on a 
fair value basis in accordance with the Fund’s documented investment strategy.  The Fund’s policy is for the Manager to 
evaluate the information about these financial assets on a fair value basis together with other related financial information. 

• Loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active 
market.  They arise when the Fund provides money, goods or services directly to a debtor with no intention of selling the 
receivable. Loans and receivables are included in receivables in the balance sheet (note 11). 

(ii) Recognition/derecognition 
Investments are initially recognised at fair value plus transactions costs for all assets not carried at fair value through profit or loss. Financial 
assets carried at fair value through profit or loss are initially recognised at fair value and transactions costs are expensed in the income 
statement. Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or the Fund has 
transferred substantially all the risks and rewards of ownership.  

 (iii) Measurement 
Financial assets and liabilities held at fair value through profit or loss. 

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

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

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

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

For other pricing models, inputs are based on market data at the balance sheet date.  Fair values for unquoted equity investments are 
estimated, if possible, using applicable price/earnings ratios for similar listed companies adjusted to reflect the specific circumstances of the 
issuer. 

Investments in other unlisted unit funds are recorded at the redemption value per unit as reported by the managers of such funds. 

Other financial assets 
Included in ‘other financial assets’ are loan assets which are measured initially at fair value (plus transaction costs directly attributable to the 
acquisition) and subsequently at amortised cost using the effective interest rate method, less impairment losses if any.  Such assets are 
reviewed at each balance sheet date to determine whether there is objective evidence of impairment.  If any such indication of impairment 
exists, an impairment loss is recognised in the income statement as the difference between the asset’s carrying amount and the present 
value of estimated future cash flows discounted at the original effective interest rate. 

If in a subsequent period the amount of an impairment loss recognised on a financial asset carried at amortised cost decreases and the 
decrease can be linked objectively to an event occurring after the write-down, the write-down is reversed through the income statement. 

Mortgage loans 
Loan assets are measured initially at fair value plus transaction costs and subsequently amortised using the effective interest rate method, 
less impairment losses if any. Such assets are reviewed at each balance date to determine whether there is objective evidence of impairment.  

If evidence of impairment exists, an impairment loss is recognised in the income statement as the difference between the asset’s carrying 
amount and the present value of estimated future cash flows discounted at the original effective interest rate. 

If in a subsequent period the amount of an impairment loss recognised on a financial asset carried at amortised cost decreases and the 
decrease can be linked objectively to an event occurring after the write-down, the write-down is reversed through the income statement. 
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(e) Net assets attributable to Unit holders 
As stipulated within the Fund Constitution, each unit represents a right to an individual share in the Fund and does not extend to a right to the 
underlying assets of the Fund. There are no separate classes of units and each unit has the same rights attaching to it as all other units of the 
Fund. 

On 29 January 2008 the directors of Octaviar Investment Management Limited, the then responsible entity, resolved to defer the processing 
and payment of redemptions for up to 180 days to preserve cash balances. On 10 March 2008, the directors extended the deferment for a 
further 180 days in accordance with the Fund’s Constitution. 

On 15 October 2008 the members of the Fund resolved to modify the Constitution of the Fund, to allow for cancellation of the redemption 
provisions, and the listing of the Fund’s units on the National Stock Exchange. The listing occurred on 16 October 2008. The effect of this 
listing was to change the nature of unit holders’ funds from a liability, to equity, as shown on the Balance Sheet.    

 (f) Cash and cash equivalents 
For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call with financial 
institutions and other short-term, highly liquid investments with original maturities of three months or less, which are readily convertible to 
known amounts of cash and which are subject to an insignificant risk of change in value. 

(g) Revenue recognition 

Interest income 
Interest ceases to be accrued on non-performing loans when the directors consider that recovery of the full amount of principal and interest is 
unlikely. Interest income on performing loans is recognised in the income statement as it accrues, using the original effective interest rate of 
the instrument calculated at the acquisition or origination date.  Interest income includes the amortisation of any discount or premium, 
transaction costs or other differences between the initial carrying amount of an interest-bearing instrument and its amount at maturity 
calculated on an effective interest rate basis. 

Interest income is recognised on a gross basis, including withholding tax, if any. 

The effective interest method is a method of calculating the amortised cost of a financial asset or financial liability and of allocating the 
interest income or interest expense over the relevant period.  The effective interest rate is the rate that exactly discounts estimated future 
cash payments or receipts throughout the expected life of the financial instrument, or a shorter period where appropriate, to the net carrying 
amount of the financial asset or liability.  When calculating the effective interest rate, the Fund estimates cash flows considering all 
contractual terms of the financial instrument (for example, prepayment options) but does not consider future credit losses.  The calculation 
includes all fees and points paid or received between the parties to the contract that are an integral part of the effective interest rate, 
transaction costs and all other premiums or discounts. 

Investment income 

Distributions from managed investment schemes and fixed securities are recognised on an accruals basis and is thus accounted for in the 
period to which the income relates. 

Revenue from dividends and distributions from other investments is recognised at the earlier of declaration or receipt. 

Realised profit and loss on sale 
The gain or loss on disposal of current investment assets is recognised as income or expense at the date that control of the asset passes to 
the buyer, usually the settlement date of the contract note. 

The gain or loss on disposal is calculated as the difference between the carrying amount of the asset at the time of disposal and the net 
proceeds on disposal (including incidental costs). 

 (h) Borrowing costs 
Borrowing costs incurred for the use of the revolving credit facility with external lenders are capitalised and spread over the life of the facility.  
Other borrowing costs are expensed. 
 
(i) Income Tax 
Under current legislation, the Fund is not subject to income tax as unit holders are presently entitled to the income of the Fund. The benefit of 
imputation credits and foreign tax paid, if any, are passed on to unit holders where appropriate. 

(j) New accounting standards and interpretations 
Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2009 reporting periods. The 
Fund’s assessment of the impact of these new standards and interpretations is set out below. 
 
(i) AASB 8 Operating Segments and AASB 2007-3 Amendments to Australian Accounting Standards arising from AASB 8 
AASB 8 (effective from 1 January 2009)  
AASB 8 will result in a change in the approach to segment reporting, as it requires adoption of a “management approach” to reporting on the 
financial performance. The information being reported will be based on the information the key decision-makers use internally for evaluating 
segment performance and deciding how to allocate resources to operating segments. The Fund has decided not to early adopt AASB 8. 
Application of AASB 8 may result in different segments, segment results and different type of information being reported in the segment note 
of the financial report. However, at this stage, it is not expected to affect any of the amounts recognised in the financial statements. 
 
(ii) Revised AASB 101 Presentation of Financial Statements and AASB 2007-8 Amendments to Australian Accounting Standards arising from 
AASB 101.(effective after 1 January 2009). 
The revised AASB 101 requires the presentation of a statement of comprehensive income and makes changes to the statement of changes in 
equity, but will not affect any of the amounts recognised in the financial statements. If an entity has made a prior period adjustment or has 
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reclassified items in the financial statements it will need to disclose a third balance sheet (statement of financial position), this one being as 
at the beginning of the comparative period. The Fund intends to apply the revised standard from 1 July 2009. 
 
(iii) AASB 2009-2 Amendments to AASB 7 Financial Instruments: disclosures (effective for annual periods beginning on or after 1 January 
2008. Early adoption is permitted) 
The IASB has issued amendments to IFRS 7 as part of a process of improving disclosures about financial instruments. Theses amendments 
require: 
 

• Financial instruments that are measured at fair value to be disclosed within a 3-level hierarchy (ie level 1 – quoted market prices; 
level 2 – substantial market inputs; level 3 – unobservable inputs). This disclosure reflects the inputs used in measuring fair values; 
and 

• Liquidity risk disclosures for derivative financial liabilities (ie interest rate swap) to be provided according to how those derivative 
financial liabilities are managed (ie contractual vs net basis); and 

• Entities to disclose a maturity analysis for financial assets held for managing liquidity risk. 
 
 
(k) Segment reporting 
A business segment is identified for a group of assets and operations engaged in providing products or services that are subject to risks and 
returns that are different to those of other business segments. A geographical segment is identified when products or services are provided 
within a particular economic environment subject to risks and returns which are different from those of segments operating in other economic 
environments. 

(l) Rounding of amounts 
The Fund is an entity of the kind referred to in Class Order 98/0100 (as amended), issued by the Australian Securities and Investments 
Commission, relating to the “rounding off” of amounts in the financial report. Amounts in the financial report have been rounded off to the 
nearest thousand dollars in accordance with  that class order, unless otherwise indicated.  

NOTE 3. INTEREST INCOME 

 Year Ended 30 June 2009 Year Ended 30 June 2008 
 Average 

Balance 
$000’s 

Interest 
$000’s 

Average rate 
% 

Average 
Balance 
$000’s 

Interest 
$000’s 

Average rate 
% 

Cash and deposits - domestic 852 23 2.70 40,974 3,954 9.65 

Fixed interest securities - domestic 13,862 906 6.54 109,507 7,611 6.95 

Interest - promissory notes - - - 4,631 558 12.05 

Mortgage loans 247,748 964 0.40 332,021 29,320 8.79 

Asset backed investments 79,571 1,139 1.43 243,097 20,190 8.31 

  3,032   61,633  

The contracted interest rates for mortgage loans range from 9.2% to 16.25% (2008: 9.2% to 16.25%).   In accordance with the accounting 
policy in Note 2(g), the effective interest rate calculation may lead to a different amount of interest recorded in the income statement to the 
contracted interest rate. 

The contracted interest rates for asset backed investments range from 9.0% to 12.25% (2008: 9.0% to 12.25%).   In accordance with the 
accounting policy in Note 2(g), the effective interest rate calculation may lead to a different amount of interest recorded in the income 
statement to the contracted interest rate. 
 
NOTE 4. INVESTMENT INCOME 

 Year Ended 30 June 2009 Year Ended 30 June 2008 

 Average 
Balance 
$000’s 

Interest 
$000’s 

Average rate 
% 

Average 
Balance 
$000’s 

Interest 
$000’s 

Average rate 
% 

Unrelated managed investment schemes 
4,595 157 3.42 40,801 3,588 8.79 

Related managed investment schemes - - - 
112,291 2,574 2.29 

  157   6,162  

The contracted returns for investments in managed investment schemes range from 6.08% to 17.48%.  (2008: 6.08% to 17.48%).  In 
accordance with the accounting policy in Note 2 (g) the effective interest rate calculation may lead to a different amount of interest recorded 
in the income statement to the contracted interest rate. 
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NOTE 5. LOAN AND OTHER FEES RECEIVED 

 2009 
$000’s 

2008 
$000’s 

Mortgage loan fees 280 349 

Commission - 7 

Rent Income 34 - 

Sundry income 626 - 

 940 356 

NOTE 6. AUDITOR’S REMUNERATION 

 2009 
$ 

2008 
$ 

Audit services:   

Audit services - PricewaterhouseCoopers 70,400 161,679 

Compliance plan audit services - KPMG 32,500 36,129 

Non-audit services:   

Other services - PricewaterhouseCoopers 107,030 - 

Total remuneration 209,930 197,808 

NOTE 7. DISTRIBUTIONS TO UNITHOLDERS 

Timing of distributions 
Distributions were paid monthly from 1 July 2007 to 31 January 2008 at which time they were suspended. 

The distributions were paid/payable as follows: 

 YEAR ENDED 

 30 June 2009 
$000’S 

30 June 2009 
CPU 

30 June 2008 
$000’S 

30 June 2008 
CPU 

Distributions paid or payable     

Distributions paid - - 40,083 4.90 

Total Distributions - - 40,083 4.90 

The Fund had a contractual arrangement with Octaviar Limited (the "Octaviar Support Facility") whereby it could call upon funds from Octaviar 
Limited in the event the Fund did not earn sufficient income to meet distributions to investors at the target rates of return. On 26 February 
2008, the Fund exercised its rights and called upon these funds. Due to the ongoing liquidation of Octaviar Limited, it is not possible to 
determine whether any recovery will be possible under this claim, nor the timing of any possible recovery. No amount has been recognised in 
the financial statements for any recovery as the directors consider that it is doubtful. 

NOTE 8. OTHER FINANCIAL ASSETS 

 2009 
$000’s 

2008 
$000’s 

Asset backed investments 212,257 268,348 

Provision for impairment (149,771) (171,693) 

Written down value of asset backed investments 62,486 96,655 
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Included in Asset Backed Investments are investments in Octaviar Limited related entities as follows:  

 Note Investment 
2009   

$000’s 

Written down 
value 

$000’s 

Investment 
2008 

$000’s 

Written down 
value 

$000’s 

Octaviar PECS Trust (a) - - 5 1 

Octaviar Pacific Finance Notes (b) 23,790 - 23,790 - 

Living & Leisure Australia Group (c) 18,000 18,000 77,945 27,000 

Octaviar Rap Limited (d) 5,081 - 5,081 - 

Octaviar Causeway Private Debt Opportunity Fund  
(e) 15,477 8,877 21,300 14,700 

Investments subject to participation agreements with 
Octaviar related entities (f) 62,467 - 62,467 - 

  124,815 26,877 190,583 41,701 

Basis of Valuation 

(a) The Octaviar PECS Trust has been liquidated.  

(b) The fund has a $23M (2007 - $23M) investment in interest bearing unsecured notes with Octaviar Pacific Finance Limited which 
matured on 31 March 2008.  The notes were not repaid on maturity.  Recovery of the investment was previously expected through a call 
on the Octaviar Support Facility.  The directors now assess that recovery is unlikely due to the liquidation of the Octaviar Limited group.  

(c) Unsecured loans amounting to $78M had been advanced to the ASX listed Living & Leisure Australia Trust in the period ended 30 June 
2008. Living and Leisure Australia Trust encountered financial difficulties and was suspended from the ASX on 21 January 2008.  The 
loans which matured on 30 May 2008 could not be repaid.  A recapitalisation proposal from Artic Capital Limited was accepted by 
secured creditors in May 2008 which prevented the Trust entering liquidation. Under the terms of that proposal PIF would receive $28M 
spread over three years in full satisfaction of amounts owing by Octaviar Living and Leisure Trust.  The first instalment of $10M was 
received during the financial year. 

(d) Octaviar RAP Limited is embroiled with the financial difficulties being encountered by the Octaviar Limited group and it is considered that 
any recovery of the debt is unlikely. 

(e) At 30 June 2009 $15.4 million remained outstanding from Causeway Private Debt Opportunity Fund.  Whilst the debt is secured by a 
fixed and floating charge over that Fund’s assets, the world-wide credit tightening being experienced currently, has diminished the value 
of this security.  In return for cancelling the approved but undrawn portion of the loan facility, negotiations were concluded, with PIF 
accepting a refinance proposal of $14.7 million which was to be paid by 31 July 2008. Of that amount $5.8 million was paid during the 
current financial year. The directors remain confident that this payment will be made in full.  

(f) The fund entered into a participation agreement with Octaviar Pacific Finance Limited (PAC) in November 2007 whereby the Fund would 
participate in loans previously originated by PAC.  The participation agreement covers six corporate loans with varying maturities. All of 
these loans have matured are outstanding and are not performing. The Fund’s priority ranks behind that of PAC it is considered by the 
directors that any recovery is unlikely. 

 
 
Reconciliation of Provision for Impairment – Other Financial Assets  

2009 
$000’s 

2008 
$000’s 

Balance at the beginning of the financial year 171,693 - 

Provision for impairment recognised during the year 20,673 171.693 

Assets realised during the year (42,595) - 

Balance at the end of the financial year 149,771 171,693 

 

NOTE 9. RECEIVABLES 

   

Trade receivables 109 392 

Interest receivable - 72 

GST receivable - 229 

 109 693 
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NOTE 10. FINANCIAL ASSETS HELD AT FAIR VALUE THROUGH PROFIT OR LOSS 

Unrelated Entities   

Equity securities 3,591 5,599 

Fixed interest securities 12,211 15,523 

 15,802 21,122 

 

Included in the total of financial assets held at fair value through profit or loss are investments in Octaviar related entities as follows: 

 Note Investment 2009 
$000’s 

Fair value 
2009 

$000’s 

Investment 2008 
$000’s 

Fair value 
2008 $000’s 

Octaviar Blue Sky Development Trust (a) 1,550 - 1,550 - 

Octaviar Property Trust No 7 - 998 - 998 - 

Octaviar Maximum Yield Fund (b) 85,000 - 85,000 - 

  87,548 - 87,548 - 

Basis of Valuation 
(a) The Octaviar Blue Sky Development Trust has invested in a second ranking mortgage in a major tourist resort in North Queensland.  

Recent offers to purchase that resort have been insufficient to satisfy the first mortgage debt.  The directors consider therefore that any 
recovery for the Fund is unlikely. 

(b) The Octaviar Maximum Yield Fund has only three investments which have been valued as follows: 

 Note 
Investment 2009 

$000’s 
Fair Value 

2009 
$000’s 

Investment 2008 
$000’s 

Fair Value 
2008 

$000’s 

Q Deck (Qld) Pty Ltd (c) 30,000 - 30,000 - 

Octaviar Blue Sky Development Trust (d) 45,098 - 45,098 - 

Octaviar Pacific Finance Limited (e) 1,634 - 9,902 - 

  76,732 - 85,000 - 

(c) The valuation of the asset supporting the Q Deck (Qld) Pty Ltd investment (an Octaviar Limited group entity) has been adversely affected 
by the general downturn in the Australian property market and the financial difficulties currently being experienced by Octaviar Limited. A 
liquidator has been appointed to Q Deck (Qld) Pty Ltd and the security is currently being marketed for sale by the first mortgagee.  The 
Fund’s investment is second ranking and recovery of any of the investment is considered unlikely. 

(d) The investment in the Octaviar Blue Sky Development Trust has, in the opinion of the directors, no value, refer to Note 10 (a). 

(e) Octaviar Pacific Finance Limited is based in New Zealand and is currently in financial difficulties. A moratorium has been agreed to by all 
of the secured creditors to allow some time for it to assess its future. It has claimed substantial amounts from its parent entity, Octaviar 
Limited which is now, itself, in liquidation. The value of any recovery which may be available to Octaviar Pacific Finance Limited from 
Octaviar Limited cannot be assessed accurately at this time. However it is clear that any recovery will be substantially less than the 
amount being claimed. The directors of the Manager have assessed that it is very doubtful that there will be any recovery by the Fund 
and under these circumstance consider it prudent to value this investment at $Nil. 

NOTE 11. MORTGAGE LOANS 

 2009 

$000’s 

2008 

$000’s 

Mortgage loans 283,040 361,692 

Provision for impairment (63,538) (85,698) 

Written down value of mortgage loans 219,502 275,994 

Mortgage loans are secured by registered mortgages. The recoverability of mortgage loans has been unfavourably affected by the tightening 
in global credit markets and a general decline in property valuations across Australia. As loans fall into default, the interest charges cause the 



PREMIUM INCOME FUND 
 

 

Page 20  |  Annual Report 
 

 

loan balance to increase beyond prudent property valuations. Interest is capitalised to the loans in accordance with the accounting policy at 
Note 2(f). 

With the assistance of independent advisors, the directors have made an assessment of each mortgage loan to determine the likelihood of 
recovery and the extent of any possible impairment in the value of these investments.  Where, in the opinion of the directors, an asset’s value 
is impaired, an impairment provision is recognised in the Financial Statements.  

In assessing the recoverable amount of each mortgage loan, the directors, aided by their external advisors, have considered the following 
evidence wherever it is available: 

 recent offers to purchase the assets or refinance the loans after sustained marketing campaigns; 

 recent valuations of the underlying securities; 

 for construction projects, the estimated completed value less the estimated cost to complete as provided by quantity surveyors; 

 general market conditions; 

 the financial position of the borrower; and 

 the loan status (performing / non-performing etc.). 

The estimates prepared by the Directors are considered having regard to the critical accounting estimate Note 3 (c). 

 
 
Reconciliation of Provision for Impairment – Mortgage Loans  

2009 
$000’s 

2008 
$000’s 

Balance at the beginning of the financial year 85,698 - 

Provision for impairment recognised during the year 119 85,698 

Assets realised during the year (22,279) - 

Balance at the end of the financial year 63,538 85,698 

 
 NOTE 12. PAYABLES 
   

Trade payables 926 927 

Accrued expenses 965 3,947 

GST payable 102 67 

 1,993 4,941 

NOTE 13. INTEREST BEARING LIABILITIES 

Bank loan - 55,000 

 

NOTE 14. FINANCIAL RISK MANAGEMENT 
The Fund is exposed to credit risk, interest rate risk, market price risk and liquidity risk arising from the financial instruments it holds. The risk 
management policies employed by the Fund to manage these risks are discussed below. 

Credit risk 
Credit risk is the risk that one or more counter-parties will fail to perform their contractual obligations, either in whole or in part, under a 
contract which will lead to a financial loss to the Fund. The main credit risk for the Fund arises from its investment in debt securities such as 
mortgage loans. 

As set out in the table below which shows the ageing analysis of past due loans, $240.5 million of the mortgage loans are impaired and non-
performing, whilst $36.1 million are non-performing but not impaired. The directors continue to actively manage the loan portfolio on order to 
maximise the amounts recoverable from the underlying collateral held by the fund. This involves periodic review of the risk profile and status 
of each loan based on internal and external information available to the directors in order to assess the impact on the realisable value of the 
collateral held by the fund. 
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2009  

 $000’s 

2008 

 $000’s 

Maximum exposure to credit risk:   

Mortgage loans renegotiated 6,355 - 

Non-performing mortgage loans with no impairment  36,138 - 

Non-performing mortgage loans with impairment 240,547 361,692 

Total maximum exposure to credit risk 283,040 361,692 

Collateral held 219,502 275,994 

Collateral held as Mortgagee in Possession 203,146 152,254 

Collateral held comprises, first or second mortgages over subject property and personal 
guarantees from borrowers 

  

Ageing Analysis:   

Non-performing mortgage loans with no impairment   

Past due 1-3 months - - 

Past due 4-6 months - - 

Past due greater than 6 months 36,138 - 

 36,138 - 

Non-performing mortgage loans with impairment   

Past due 1-3 months - 199,534 

Past due 4-6 months 76,053 14,152 

Past due greater than 6 months 164,494 148,006 

 240,547 361,692 

All of the above mortgage loans are past due and currently contractually payable within 12 months. The ultimate timing as to the realisation of 
collateral will be made so as to maximise the returns to unit holders and may occur after 12 months. 

Interest rate risk 
The fund has no interest-bearing loans or liabilities and the only exposure it has to interest rate risk arises from cash equivalents with variable 
interest rates. If interest rates had changed by +/- 100 basis points from the year end rates, net profit would have varied by +/- $4,450 
respectively. 

At balance date, The Fund's exposure to interest rate risk and the weighted average effective interest rate is set out in the following table. 

2009 Weighted average 
interest rate  

(% pa) 

Floating interest 
rate  

($000’s) 

Fixed interest 
rate 

($000’s) 

Non-interest 
bearing ($000’s) 

Total 
($000’s) 

Financial Assets 
     

Cash and cash equivalents 2.43 445 - - 445 

Asset backed investments - - 44,486 18,000 62,486 

Trade & other receivables - - - 109 109 

Managed investment schemes - - 3,591 - 3,591 

Fixed interest securities - - 12,211 - 12,211 

Mortgage loans - - 219,502  219,502 * 

Total Assets  445 279,790 18,109 298,344 

Financial Liabilities 
     

Trade & other payables - - - 1,993 1,993 

Interest bearing liabilities - - - - - 

Net assets attributable to Unitholders - - - - - 

Total Liabilities - - - 1,993 1,993 

* Note - Mortgage loans continue to attract interest but, for accounting purposes, interest is not brought to account as the loans are not performing. (refer to 
Note 2 (g)). 
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2008 Weighted average 
interest rate  

(% pa) 

Floating interest 
rate  

($000’s) 

Fixed interest 
rate 

($000’s) 

Non-interest 
bearing ($000’s) 

Total 
($000’s) 

Financial Assets      

Cash and cash equivalents 4.00 1,259 - - 1,259 

Asset backed investments 8.31 - 96,655 - 96,655 

Trade & other receivables - - - 693 693 

Managed investment schemes 8.69 - 4,982 - 4,982 

Fixed interest securities 6.95 - 16,140 - 16,140 

Mortgage loans 8.79 - 275,994 - 275,994 

Other assets - - - 653 653 

Total Assets  1,259 393,771 693 395,723 

      

Financial Liabilities      

Trade & other payables - - - 4,941 4,941 

Interest bearing liabilities 12.80 - 55,000 - 55,000 

Net assets attributable to Unitholders 
- - - 335,782 335,782 

Total Liabilities  - 55,000 340,723 395,723 

Market price risk 
Market price risk is the risk that the value of the Fund's investment portfolio will fluctuate as a result of changes in market prices. This risk is 
managed by ensuring that all activities are transacted in accordance with mandates, overall investment strategy and within approved limits. Market 
price risk analysis is conducted regularly on a total portfolio basis which includes the effect of derivatives. The Fund does not have a significant 
portfolio of equity securities and the price risk is immaterial in terms of the overall profit or loss of the Fund. 
 
The Fund has no exposure to foreign currency risk. 

Liquidity and cash flow risk 
Liquidity risk is the risk that the Fund will experience difficulty in either realising assets or otherwise raising sufficient funds to satisfy 
commitments associated with financial instruments. Cash flow risk is the risk that the future cash flows derived from holding financial 
instruments will fluctuate. The risk management guidelines adopted are designed to minimise liquidity and cash flow risk through: 

(a) ensuring that there is no significant exposure to illiquid or thinly traded financial instruments, and 

(b) applying limits to ensure there is no concentration of liquidity risk to a particular counterparty or market. 

The table below analyses the Fund’s financial liabilities into relevant maturity groupings based on the remaining period to contractual 
maturity. 

2009 Less than 
1 month 
$000’s 

1 – 6 months 
$000’s 

6-12 months 
$000’s 

1 – 2 years 
$000’s 

Trade & other payables 1,993 - - - 

Interest bearing liabilities - - - - 

Net assets attributable to unit holders - - - - 

 1,993 - - - 

Net assets attributable to unit holders have been reclassified as equity following the change to the Fund’s constitution on 15 October 2008 
which removed the redemption rights. 



PREMIUM INCOME FUND 

 

 
Annual Report   |  Page 23

 

 

2008 Less than 
1 month 

$000’s 

1 – 6 months 
$000’s 

6-12 months 
$000’s 

1 – 2 years 
$000’s 

Trade & other payables 4,941 - - - 

Interest bearing Liabilities 55,000 - - - 

Net assets attributable to unit holders - - 277,262 58,520 

 59,941 - 277,262 58,520 

NOTE 15. RELATED PARTY TRANSACTIONS 

Responsible entity 
The responsible entity of the Premium income Fund is Wellington Capital Limited which was appointed on 15 October 2008.  During the 
period preceding that date, the responsible entity was Wellington Investment Management Limited.   

Custodian 
The custodian of the Fund is Perpetual Nominees Limited (ACN 000 733 700). Custodian fees have been paid by the Fund. 

Key management personnel 
Key management personnel (“KMP”) are defined in AASB 124: Related Party Disclosures as those having authority and responsibility for 
planning, directing and controlling the activities of the fund. The Manager, Wellington Capital Limited meets the definition of KMP. There are 
no other KMP’s. 
 

Responsible entity's fees and other transactions 
2009 

$ 
2008 

$ 

Management fees for the year by the Fund to the responsible entity.     

    - Octaviar Investment Management Limited - 6,098,277 

    - Wellington Investment Management Limited - - 

    - Wellington Capital Limited - - 

Aggregate amounts payable to the responsible entity at the reporting date 

Responsible entity   

      - Octaviar Administration Pty Ltd - 1,411,021 

      - Wellington Capital Limited - - 

Related party schemes' unit holdings 
Parties related to the Fund (including Wellington Capital Limited, its related parties and other schemes of which Wellington Capital Limited  is 
the responsible entity), held units in the Fund as follows: 

Year ended 30 June 2009 
 Number of units 

held opening 
(Units) 

Number of units 
held closing   

(Units) 

Interest held   
(%) 

Number of 
units acquired 

(Units) 

Number of 
units 

disposed 
(Units) 

Distributions paid/ 
payable ($) 

Octaviar Wholesale Premium Income 
Fund 

84,429,893 ` 11.2 - - - 

 
 
YEAR ENDED 30 JUNE 2008 
 Number of units 

held opening   
(Units) 

Number of 
units held 

closing (Units) 

Interest held   
(%) 

Number of 
units acquired 

(Units) 

Number of 
units disposed 

(Units) 

Distributions paid/ 
payable ($) 

Octaviar Wholesale Premium Income 
Fund 

75,712,331 84,429,893 11.2 8,717,562 - 3,837,035 

Octaviar Cash Enhanced Fund 503,418 - - - 503,418 - 

Key management personnel compensation 

The directors have not received any remuneration from the Fund during the financial year. 
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NOTE 16. RECONCILIATION OF PROFIT/(LOSS) TO NET CASH FLOW FROM OPERATING ACTIVITIES 

 2009 
$000’s 

2008 
$000’s 

Net profit/(loss) (39,356) (379,283) 

Net unrealised (gain)/loss on financial instruments designated as fair value through 
profit or loss 5,682 281,331 

Impairment of mortgage loans 30,732 85,698 

Decrease/(increase) in receivables 671 8,938 

(Decrease)/increase in payables (345) 16,774 

Net cash inflow/(outflow) from operating activities (2,616) 13,458 

 

Components of cash and cash equivalents   

Cash as at the end of the financial year as shown in the cash flow statement is 
reconciled to the balance sheet as follows: 

  

Cash and cash equivalents 445 1,259 

Non-cash financing and investing activities 
  

During the year, the following distribution payments were satisfied by the issue of 
units under the distribution reinvestment plan 

- 14,483 

 - 14,483 

NOTE 17. SEGMENT INFORMATION 
A segment is a distinguishable component of the Fund that is engaged either in a business segment or within a particular geographical 
segment, which are subject to risks and rewards that are different from those of other segments. 

The Fund is organised into one main segment which operates solely in the business of investment management within Australia. 
Consequently, no segment reporting is provided in the Fund's financial statements. 

The Fund operates in Australia and all directly held assets are predominantly Australian. Some of these assets may themselves hold overseas 
assets. 

The Fund also invests in certain securities which are listed both on the Australian and international stock exchanges. 

NOTE 18. EVENTS OCCURRING AFTER THE BALANCE SHEET DATE 
No circumstances have arisen since the end of the financial year which have significantly affected the operations of the Fund, the results of 
those operations, or the state of affairs of the Fund in future financial years. 

NOTE 19. OCTAVIAR LIMITED SUPPORT FACILITY 
On the 26 February 2008 the Fund exercised its rights under the Support Mechanism with Octaviar Ltd to call funds to ensure that the fund 
could meet any shortfall in the target distribution of the fund and/or to meet any fund expenses. Option Notices under the Octaviar Support 
Facility requesting $50 million have been issued. Octaviar Limited has collapsed and was placed in provisional liquidation on 31 July 2009 
following an action in the Supreme Court by the Public Trustee of Queensland. Accordingly, the directors assess the likelihood of payment of 
the full $50 million to be materially uncertain.  

NOTE 20. CONTINGENT ASSETS AND LIABILITIES AND COMMITMENTS 
Apart from matters mentioned in this report, the Fund has no other contingent liabilities or commitments. 
 
NOTE 21. EARNINGS PER UNIT 

 2009 2008 

Net profit/(loss) used in calculating basic and diluted earnings per unit ($000’s) (39,356) (379,283) 

The weighted average number of units on issue (000’s) 755,061 817,619 

The weighted average number of potential units  - - 

The weighted average number of units and potential units used in calculating diluted 
earnings per unit (000’s) 755,061 817,619 

 
The fund was listed during the current financial year and accordingly no comparatives have been presented for 2008. 
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Directors’ Declaration 
 

In the opinion of the directors of the responsible entity: 

(a) the financial statements and notes set out on pages 2 to 24 are in accordance with the Corporations Act 2001, including 

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting 
requirements; and 

(ii) giving a true and fair view of the Fund's financial position as at 30 June 2009 and of its performance, as represented by 
the results of its operations, changes in equity and its cash flows, for the year ended on that date. 

(b) there are reasonable grounds to believe that the Fund will be able to pay its debts as and when they become due and payable. 

The directors have been given the declarations by the chief executive officer and chief financial officer required by section 295A of the 
Corporations Act 2001 

This declaration is made in accordance with a resolution of the directors.  

 

 

 
 

 

 

  

 

Jenny Hutson 
Director 

  Robert Pitt 
Director 

 

Brisbane 

26 August 2009 
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lndependent auditor's report to the members of
the Premium lncome Fund

Report on the financial report

We have audited the accompanying financíal report of the Premium lncome Fund (the Fund), which
comprises the balance sheet as at 30 June 2009, and the income statement, statement of changes
in equity and cash flow statement for the year ended on that date, a summary of significant
accounting policies, other explanatory notes and the directors' declaration.

Directors' responsibility for the financial repoft

The directors of the Wellington Capital Limited, the Responsible Entity, are responsible for the
preparation and fair presentation of the financial report in accordance with Australian Accounting
Standards (including the Australian Accounting lnterpretations) and the Corporations Act 2001.
This responsibility includes establishing and maintaining internal controls relevant to the
preparation and fair presentation of the financial report that is free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances. ln Note 2 (a), the directors also
state, in accordance with Accounting Standard AASB 101 Presentation of FinancialSfafemenfs,
that compliance with the Australían equivalents to lnternational Financial Reporting Standards
ensures that the financial report, comprising the financial statements and notes, complies with
lnternational Financial Reporting Standards.

Auditor's re spo n si bility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that
we comply with relevant ethical requirements relating to audit engagements and plan and perform
the audit to obtain reasonable assurance whether the financial report is free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor's judgement,
including the assessment of the risks of material misstatement of the financial report, whether due
to fraud or error. ln making those risk assessments, the auditor considers internal control relevant
to the entity's preparation and fair presentation of the financial report in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity's ínternal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the financial report.

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management.

Liability limited by a scheme approved under Profess¡onal Standards Leg¡slation



lndependent auditor's report to the members of
the Premium lncome Fund (continued)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

lndependence

ln conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.

Auditor's opinion

ln our opinion:

(a) the financial report of the Premium lncome Fund is in accordance with the Corporations
Act 2001, including:

(i) giving a true and fair view of the Fund's financial position as at 30 June 2009 and
of their performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian
Accounting lnterpretations) and the Corporations Regulations 2001; and

(b) the financial report and notes also comply with lnternational Financial Reporting Standards
as disclosed in Note 2 (a).

Q*"-oZLo/a"r"g,
PricewaterhouseCoopers

Brisbane
26 August 2009
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Supplementary information required by the Stock Exchange Listing Rules 
 

Top 10 Unit Holders as at 14 August 2009 

Name Number of units held % of Total 

  1. Perpetual Nominees Ltd <Wholesale Premium Income Fund> 84,429,893 11.18 

  2. Equity Trustees Ltd <Accumulation Account> 4,000,000 0.53 

  3. Equity Trustees Ltd <Allocated Pension Account> 4,000,000 0.53 

  4. Mercedes Holdings Pty Ltd 3,631,444 0.48 

  5. Max Investments (Aust) Pty Ltd 2,591,872 0.34 

  6. Gross S & T Pty Ltd <S & T Gross Superannuation Fund> 2,500,000 0.33 

  7. Mansted Enterprises Pty Ltd <Mansted Enterprises S/F A/C> 2,180,000 0.29 

  8. Labation Pty Ltd 2,078,488 0.28 

  9. Mr Robert Nichols & Mrs Patricia Nichols <Nichols Superannuation Fund> 1,965,960 0.26 

10. Ms Michelle O’Garr <The O’Garr Superannuation Fund> 1,927,981 0.26 

  

Comparative results, assets and liabilities for the last five years  

 2009 

$000’s 

2008 

$000’s 

2007 

$000’s 

2006 

$000’s 

2005 

$000’s 

Net operating profit/(loss) (39,356) (379,283) 66,907 53,804 38,974 

Assets 298,344 395,723 886,664 711,587 590,299 

Liabilities (excluding net assets 
attributable to unit holders 

 

1,993 

 

59,941 

 

6,573 

 

6,792 

 

19,082 
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CONTACT US: 
 
Wellington Capital Limited 
as responsible entity of the  Premium Income Fund 
ACN 114 248 458   AFSL  291 562 
 
Wellington Hotline: 1300 854 885  [+617 3231 0000] 
 
Fax: 1300 854 893  [+617 3231 0093] 
 
Email: investorrelations@newpif.com.au 
 
Web: www.newpif.com.au 
 
Advisers: 1300 663 882  |  adviserservices@newpif.com.au 
 




