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Directors’ report
The Directors of National Mutual Funds Management Limited (a wholly owned 
subsidiary of AXA Asia Pacific Holdings Limited), the ‘Responsible Entity’ of the 
Wholesale Australian Income Fund (the ‘Fund’), present their report together 
with the financial statements of the Fund for the year ended 30 June 2011. In 
order to comply with the provisions of the Corporations Act 2001, the Directors’ 
report as follows:

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

The Fund has investments in an unlisted managed investment scheme, 
the Australian Income Fund ARSN 088 999 679 (‘Underlying Fund’). The Underlying 
Fund holds a diversified portfolio of Australian loans being first ranking mortgages 
(which may include development loans and illiquid mortgage backed securities), 
fixed interest securities (including, but not limited to bonds, liquid mortgage 
backed securities and listed income securities) and cash and cash equivalents.

On 19 December 2008, the Responsible Entity introduced new withdrawal 
arrangements for the Fund. Under these new arrangements, the Responsible 
Entity will notify unit holders of withdrawal offers. No other withdrawals are able 
to be made from the Fund except in circumstances where investors meet specific 
financial hardship criteria.

The Responsible Entity has since approved a proposal recommending the 
termination of the Fund. It is the Responsible Entity’s intention to make capital 
repayments to investors every quarter based on each fund’s available cash, asset 
sales and the timing of mortgage maturities in the portfolios. We will commence the 
windup process on 3 October 2011, and expect to complete the capital repayment 
process by mid 2014. The first capital repayment will be made in December 2011. 
As a consequence, the Fund is no longer considered a going concern.

There were no significant changes in the nature of the Fund’s activities during the 
financial year.

Directors
The following persons held office as Directors of National Mutual Funds Management 
Limited during the year or since the end of the year and up to the date of this report:

D S Craine 
E A Foley (resigned on 17 November 2010) 
W J Lee (resigned on 29 March 2011) 
I C Campbell 
P Sampson (resigned on 30 March 2011) 
P E Akopiantz (resigned on 30 March 2011) 
K W Keenan (resigned on 29 March 2011) 
M J Royer (resigned on 30 June 2011) 
J R Dawson (appointed on 29 March 2011) 
S J P Dunne (appointed on 29 March 2011) 
S M Burgess (appointed on 30 June 2011)
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Directors’ report (continued)

Review and results of operations
The Fund maintains its investment strategy in unlisted 
managed investment schemes and cash and cash equivalents.

The investment policy of the Fund continues to be that detailed 
in the current Product Disclosure Statement and in accordance 
with the provisions of the Fund Constitution.

Results

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

Year ended

30 June 2011  
$

30 June 2010 
$

Profit before finance costs 
attributable to unit holders

1,052,804 1,751,625

Distributions

Year ended

30 June 2011  
$

30 June 2010 
$

Distributions to unit holders 1,053,099 1,751,625

The key differences between unit pricing and financial reporting 
have been outlined below:

As at

30 June 2011 
$ 

30 June 2010 
$

Net assets for unit pricing purposes 23,861,062 36,721,006

Reclassification of net assets 
attributable to unit holders 
to liabilities

(23,861,062) (36,721,006)

Net assets for financial 
reporting purposes

– –

Significant changes in state of affairs
A significant event occurred during the year in relation to 
the change in ownership of the Responsible Entity’s parent 
company. Effective 30 March 2011, AMP Limited acquired 
ownership of AXA Asia Pacific Holdings Limited from AXA SA. 
The Responsible Entity remains a wholly owned subsidiary of 
AXA Asia Pacific Holdings Limited. As of this date, the ultimate 
parent of the Responsible Entity is AMP Limited. There are no 
other changes to the state of affairs of the Fund other than 
that referred to in the below subsequent events disclosure, and 
to that referred to in the financial statements or notes thereto.

Subsequent events
The Responsible Entity approved a proposal recommending 
the termination of the fund. As a consequence, the Fund will 
be wound up in the foreseeable future with applications being 
closed to all clients from 3 October 2011, and is therefore 
no longer considered a going concern (as disclosed in the 
notes to the financial statements). In connection with product 
management strategies, wind up of the Fund is not expected 
occur until 2014. Existing direct investors will be able to make 
additional investments and reinvest distribution income until 
3 October 2011.

Future developments
The Fund will continue to be managed in accordance with 
its investment objectives and guidelines as set out in the 
current Product Disclosure Statement and in accordance with 
the provisions of the Fund Constitution. Future results will 
accordingly depend on the performance of the markets to 
which the Fund is exposed.

Options granted
No options were:

(i)	 granted over unissued units in the Fund during or since the 
end of the financial year; or

(ii)	 granted to the Responsible Entity.

No unissued units in the Fund were under option as at the date 
on which this report is made.

No units were issued in the Fund during or since the end of 
the financial year as a result of the exercise of an option over 
unissued units in the Fund.

Indemnification and insurance of officers and auditors
During or since the end of the financial year, the Responsible 
Entity has not indemnified or made a relevant agreement 
to indemnify an officer of the Responsible Entity or auditor 
of the Fund or of any related corporate body against a 
liability incurred by an officer of the Responsible Entity or 
auditor of the Fund. In addition, the Responsible Entity 
has not paid, or agreed to pay, a premium in respect of a 
contract insuring against a liability incurred by an officer 
of the Responsible Entity or auditor of the Fund.

Fund information in the financial report
Fees paid to the Responsible Entity and its associates out of 
the Fund property during the year are disclosed in Note 8 to the 
financial statements.

The number of units in the Fund held by the Responsible 
Entity or its associates as at the end of the financial year are 
disclosed in Note 8 to the financial statements.

The number of interests in the Fund issued during the financial 
year, withdrawals from the Fund during the financial year, and 
the number of interests in the Fund at the end of the financial 
year are disclosed in Note 6(a) to the financial statements.

The value of the Fund’s assets as at the end of the financial 
year is disclosed in the statement of financial position as ‘Total 
Assets’ and the basis of valuation is included in Note 1 to the 
financial statements.

Independence declaration by Auditor
The auditor’s independence declaration as required under 
section 307C of the Corporations Act 2001 is set out on page 3.

Signed in accordance with a resolution of the Directors of the 
Responsible Entity made pursuant to section 298(2) of the 
Corporations Act 2001.

On behalf of the Directors

Daniel Craine 
Director 
Melbourne 
23 September 2011
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Independent auditor’s report
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Independent auditor’s report (continued)
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Directors’ declaration
The financial statements and the notes thereto of the 
Fund for the financial year ended 30 June 2011 have been 
prepared by the Responsible Entity in accordance with the 
Corporations Act 2001.

The Directors of the Responsible Entity declare that: 

(a)	 In the Directors’ opinion, there are reasonable grounds 
to believe that the Fund will be able to pay its debts as 
and when they become due and payable;

(b)	The attached financial statements are in compliance with 
International Financial Reporting Standards, as stated in 
Note 1 to the financial statements; and

(c)	 In the Directors’ opinion, the attached financial 
statements and notes thereto are in accordance with 
the Corporations Act 2001, including compliance with 
accounting standards and Corporations Regulations 2001, 
and giving a true and fair view of the financial position and 
performance of the Fund.

Signed in accordance with a resolution of the Directors of 
the Responsible Entity made pursuant to s.295(5) of the 
Corporations Act 2001.

On behalf of the Directors

Daniel Craine 
Director 
Melbourne 
23 September 2011

Statement of 
comprehensive income
For the year ended 30 June 2011

Notes

Year ended

30 June 2011 
$

30 June 2010 
$

Investment income

Distribution income 878,441 1,450,734

Interest income 8,200 8,853

Management fee rebate 165,934 265,450

Other income 25,919 43,950

Total investment income 1,078,494 1,768,987

Expenses

Auditor’s remuneration 7 12,089 12,891

Other operating expenses 13,601 4,471

Total operating expenses 25,690 17,362

Profit before finance 
costs attributable to 
unit holders

1,052,804 1,751,625

Finance costs attributable 
to unit holders

Distributions to 
unit holders

5 (1,053,099) (1,751,625)

Decrease in net assets 
attributable to unit holders

6(b) 295 –

Profit/(loss) for the year – –

Other comprehensive 
income for the year

– –

Total comprehensive 
income for the year

– –

The above statement of comprehensive income should be read 
in conjunction with the accompanying notes.
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Statement of financial position
As at 30 June 2011

Notes

As at

30 June 2011 
$

30 June 2010 
$

Assets

Cash and cash equivalents 460,134 405,130

Receivables 3 69,137 103,123

Financial assets held 
at fair value through 
profit or loss

2 23,427,493 36,335,699

Total assets 23,956,764 36,843,952

Liabilities (excluding 
net assets attributable 
to unit holders)

Payables 4 23,907 21,261

Distributions payable 5 71,795 101,685

Total liabilities (excluding 
net assets attributable 
to unit holders)

95,702 122,946

Net assets attributable to 
unit holders – liability

6(b) 23,861,062 36,721,006

Net assets – –

The above statement of financial position should be read in 
conjunction with the accompanying notes.

Statement of changes in equity
For the year ended 30 June 2011

The Fund’s net assets attributable to unit holders are 
classified as a liability under AASB 132 – Financial Instruments 
Presentation. As such, the Fund has no equity and no items 
of changes in equity have been presented for the current 
or comparative year.

Statement of cash flows
For the year ended 30 June 2011

Notes

Year ended

30 June 2011 
$

30 June 2010 
$

Cash flows from 
operating activities

Distribution received 908,303 1,491,693

Interest received 8,052 8,257

Management fee 
rebates received

167,834 274,411

Other income received 28,291 43,950

Payment of other expenses (23,044) (20,941)

Net cash provided by 
operating activities

10(a) 1,089,436 1,797,370

Cash flows from 
investing activities

Proceeds from sale 
of investments

30,742,595 35,607,021

Payments for purchase 
of investments

(17,834,389) (2,858,223)

Net cash provided by 
investing activities

12,908,206 32,748,798

Cash flows from 
financing activities

Proceeds from applications 
by unit holders

124,228 12,830

Payments for redemptions 
by unit holders

(13,003,303) (32,405,640)

Distributions paid (1,063,563) (1,769,963)

Net cash used in 
financing activities

(13,942,638) (34,162,773)

Net increase in cash 
and cash equivalents

55,004 383,395

Cash and cash equivalents 
at the beginning of the year

405,130 21,735

Cash and cash 
equivalents at the 
end of the year

10(b) 460,134 405,130

Non-cash investing and 
financing activities

10(c)

The above statement of cash flows should be read in conjunction 
with the accompanying notes.
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Notes to the financial statements
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1  Summary of significant accounting policies
The principal accounting policies applied in the preparation of 
these financial statements are set out below. These policies 
have been consistently applied to all years presented, unless 
otherwise stated in the following text.

(a)  Basis of preparation

These general purpose financial statements have been 
prepared in accordance with Australian Accounting Standards, 
other authoritative pronouncements and interpretations of the 
Australian Accounting Standards Board and the Corporations 
Act 2001 in Australia.

The financial statements have been prepared on the basis 
of historical cost, except for certain financial instruments 
that have been measured at fair value. Cost is based on the 
fair values of the consideration given in exchange for assets. 
All amounts are presented in Australian dollars.

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

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

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

statements. Refer to Note 1(c) (iii) for details of the judgement 
exercised by management in determining the fair value of 
investments held by the Fund.

Compliance with International Financial Reporting 
Standards (IFRS)

Compliance with Australian Accounting Standards ensures that 
the financial statements of the Fund comply with International 
Financial Reporting Standards.

(b)  Going concern

As a result of a decision by the Responsible Entity to approve 
the termination and eventual wind up of the Fund, the financial 
statements have not been prepared on the basis the Fund is a 
going concern as there is no longer an intention for the Fund to 
continue its operations in the foreseeable future.

(c)  Financial instruments

(i)  Classification

The Fund’s investments are classified as at fair value through 
profit or loss. They comprise:

∙∙ Financial instruments designated at fair value through 
profit or loss upon initial recognition
These are investments in unlisted 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 Responsible Entity to 
evaluate the information about these financial assets and 
financial liabilities on a fair-value basis together with other 
related financial information.

(ii)  Recognition/derecognition

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

Investments are derecognised when the right to receive cash 
flows from the investments have expired or the Fund has 
transferred substantially all 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 profit or loss.

∙∙ Fair value in an inactive or unquoted market
Investments in unlisted managed investment schemes are 
recorded at fair value represented by the redemption value 
per unit as reported by the managers of such funds.
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1 � Summary of significant accounting 
policies (continued)

(c)  Financial instruments (continued)

(iv)  Offsetting financial instruments

Financial assets and liabilities are offset and the net amount 
reported in the statement of financial position when there is 
a legally enforceable right to offset the recognised amounts 
and there is an intention to settle on a net basis, or realise the 
asset and settle the liability simultaneously.

(d)  Net assets attributable to unit holders

Units are redeemable at the unit holder’s option and are 
classified as financial liabilities due to mandatory distributions. 
The units can be put back to the Fund at any time for cash 
equal to a proportionate share of the Fund’s net asset 
value. The fair value of redeemable units is measured at the 
redemption amount that is payable (based on the redemption 
unit price) at the reporting date if unit holders exercised their 
right to put the units back to the Fund.

The Responsible Entity exercised its discretion and has 
introduced new withdrawal arrangements for the Fund.

Under these new arrangements the Responsible Entity will 
notify unit holders of quarterly withdrawal offers. No other 
withdrawals are able to be made from the Fund.

(e)  Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits 
held at call with banks, or other short-term highly liquid 
investments net of outstanding bank overdrafts.

(f)  Investment income

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

Distributions from unlisted managed investment schemes 
are recognised as of the date the unit value is quoted 
ex-distribution.

(g)  Expenses

All expenses are recognised in the statement of comprehensive 
income on an accruals basis.

(h)  Income tax

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

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

Realised capital losses are not distributed to unit holders 
but are retained in the Fund to be offset against any realised 
capital gains. If realised capital gains exceed realised capital 
losses, the excess is distributed to unit holders.

(i)  Distributions

In accordance with the Fund Constitution, the Fund fully 
distributes its realised distributable taxable income to 
unit holders by cash or reinvestment. The distributions are 
recognised in the statement of comprehensive income as 
finance costs attributable to unit holders.

Distributions to unit holders comprise the taxable income of the 
Fund. The distributions are payable at the end of each month.

(j)  Applications and redemptions

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

The application and redemption prices are determined as the 
net asset value of the Fund per the constitution adjusted for 
the estimated transaction costs, divided by the number of units 
on issue on the date of the application or redemption.

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

Non-distributable income is transferred directly to net assets 
attributable to unit holders. This balance represents unrealised 
gains and losses due to the change in the fair value of 
investments. These gains and losses have been recognised in 
the statement of comprehensive income in either the current or 
a previous period, and have not been distributed to unit holders. 

Once the gains and losses have been realised, these items 
are distributed to unit holders. Income recognition differences 
consist of accrued income not yet assessable, expenses 
provided or accrued which are not yet deductible, net capital 
losses and tax free or tax deferred income.

(l)  Goods and Services Tax (GST)

The GST incurred on the costs of various services provided to 
the Fund by third parties such as management fees, custodian 
fees and other expenses are recognised net of the amount of 
goods and services tax (‘GST’) recoverable from the Australian 
Tax Office (‘ATO’) as the Fund qualifies for reduced input tax 
credit (‘RITC’) at a rate of at least 75%.

Accounts payable and accrued expenses are stated with the 
amount of GST included. The net amount of GST recoverable 
from the ATO is included as a current asset in the statement 
of financial position. Cash flows are included in the statement 
of cash flows on a gross basis.

The GST component of cash flows arising from investing and 
financing activities which is recoverable from or payable to the 
taxation authority is classified as operating cash flows.
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1 � Summary of significant accounting 
policies (continued)

(m)  Receivables

Receivables are recorded at amortised cost less impairment 
and may include amounts for distributions and interest. 
Distributions are accrued when the right to receive payment is 
established. Interest is accrued at the reporting date from the 
time of last payment. Amounts are generally received within 
30 days of being recorded as receivables.

(n)  Payables

Trade payables and other accounts payable are recognised 
when the Fund becomes obliged to make future payments 
resulting from the purchase of goods and services.

(o)  Provisions

Provisions are recognised when the Fund has a present 
obligation, the future sacrifice of economic benefits 
is probable, and the amount of the provision can be 
measured reliably.

When some or all of the economic benefits required to settle a 
provision are expected to be recovered from a third party, the 
receivable is recognised as an asset if it is virtually certain that 
recovery will be received and the amount of the receivable can 
be measured reliably.

The amount recognised as a provision is the best estimate of 
the consideration required to settle the present obligation at 
reporting date, taking into account the risks and uncertainties 
surrounding the obligation. Where a provision is measured 
using the cash flows estimated to settle the present obligation, 
its carrying amount is the present value of those cash flows.

(p)  New accounting standards and interpretations

Certain new accounting standards and interpretations 
have been published that are relevant to the Fund but 
are not mandatory for the 30 June 2011 reporting period. 
The Responsible Entity’s assessment of the impact of these 
new standards (to the extent relevant to the Fund) and 
interpretations is set out below:

(i)	 AASB 9 Financial Instruments and AASB 2009–11 
Amendments to Australian Accounting Standards arising 
from AASB 9 and AASB 2010–7 Amendments to Australian 
Accounting Standards arising from AASB 9 (December 
2010) (effective from 1 January 2013)

AASB 9 Financial Instruments addresses the classification, 
measurement and derecognition of financial assets and 
financial liabilities. The standard is not applicable until 
1 January 2013 but is available for early adoption.
AASB 9 permits the recognition of fair-value gains and 
losses in other comprehensive income if they relate to 
equity investments that are not traded.
The Fund has not yet decided when to adopt AASB 9. 
Management does not expect this will have a significant 
impact on the Fund’s financial statements as the Fund 
does not hold any available-for-sale investments.

(ii)	 Revised AASB 124 Related Party Disclosures and AASB 
2009–12 Amendments to Australian Accounting Standards 
(effective from 1 January 2011)

In December 2009, the AASB issued a revised AASB 124 
Related Party Disclosures. It is effective for accounting 
periods beginning on or after 1 January 2011 and must 
be applied retrospectively. The amendment clarifies and 
simplifies the definition of a related party and removes the 
requirement for government-related entities to disclose 
details of all transactions with the government and other 
government-related entities. The Fund will apply the 
amended standard from 1 July 2011. The amendment will 
not have any effect on the Fund’s financial statements.

(iii)	AASB 2010–6 Amendments to Australian Accounting 
Standards – Disclosures on Transfers of Financial Assets 
(effective for annual reporting periods beginning on or after 
1 July 2011)

In November 2010, the AASB made amendments to AASB 
2010–6 Disclosures on Transfers of Financial Assets 
which amends AASB 1 First-time Adoption of Australian 
Accounting and AASB 7 Financial Instruments: Disclosures 
to introduce additional disclosures in respect of risk 
exposures arising from transferred financial assets. The 
amendments will affect particularly entities that sell, factor, 
securitise, lend or otherwise transfer financial assets to 
other parties. The amendments will not have any impact 
on the Fund’s disclosures. The Fund intends to apply the 
amendment from 1 July 2011.

(iv)	Amendments to AASB 2010–4 Further amendments to 
Australian Accounting Standards arising from the Annual 
Improvements Project (effective for annual reporting 
periods beginning on or after 1 January 2011)

In June 2010, the AASB made a number of amendments to 
Australian Accounting Standards as a result of the IASB’s 
annual improvements project. The Fund does not expect 
that any adjustments will be necessary as the result of 
applying the revised rules. 

2 � Financial assets held at fair value 
through profit or loss

Notes

As at

30 June 2011 
$ 

30 June 2010 
$

Designated at fair value 
through profit or loss

Unlisted managed investment 
schemes

8 23,427,493 36,335,699

Total designated at fair value 
through profit or loss

23,427,493 36,335,699

Total financial assets held at 
fair value through profit or loss

23,427,493 36,335,699

On 19 December 2008, the Responsible Entity of the 
underlying fund introduced new withdrawal arrangements for 
the unlisted managed investment schemes. Under these new 
arrangements, the Responsible Entity of the underlying fund 
will notify unit holders of quarterly withdrawal offers. No other 
withdrawals are able to be made from the unlisted managed 
investment schemes. 
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3  Receivables

As at

30 June 2011 
$ 

30 June 2010 
$

Distributions receivable 53,756 83,618

Interest receivable 744 596

Management fee rebate receivable 14,637 16,537

Other receivables – 2,372

69,137 103,123

The Fund’s receivables are categorised as Loans and Receivables.

4  Payables

As at

30 June 2011 
$ 

30 June 2010 
$

Other unsecured payables 
and accrued expenses

23,907 21,261

23,907 21,261

5  Distributions to unit holders

Year ended

30 June 2011 
$ 

30 June 2010 
$

Distributions during the period 981,304 1,649,940

Distributions payable 71,795 101,685

1,053,099 1,751,625

6  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.

Movements in units on issue and undistributed loss attributable to unit holders during the year were as follows:

(a) Units on issue

Year ended Year ended

30 June 2011  
No.

30 June 2010 
No.

30 June 2011  
$

30 June 2010 
$

Opening balance 36,760,386 69,077,762 36,615,890 69,083,218

Applications 124,186 12,816 124,227 12,830

Redemptions (13,006,015) (32,360,880) (13,058,557) (32,510,840)

Units issued upon reinvestment of distributions 19,449 30,688 19,426 30,682

Closing balance 23,898,006 36,760,386 23,700,986 36,615,890

(b) Movement in undistributed profit/(loss) attributable to unit holders

Year ended

30 June 2011  
$

30 June 2010 
$

Opening balance 105,116 (84)

Net liabilities redeemed 55,255 105,200

Decrease in net assets attributable to unit holders (295) –

Closing balance 160,076 105,116

Total net assets attributable to unit holders 23,861,062 36,721,006

On 19 December 2008, the Responsible Entity introduced new withdrawal arrangements for the Fund. Under these new arrangements 
the Responsible Entity will notify unit holders of quarterly withdrawal offers. No other withdrawals are able to be made from the Fund 
except in circumstances where investors meet specific financial hardship criteria.

National Mutual Funds Management Limited, as the Responsible Entity, provides a capital guarantee. The price paid on withdrawal of 
units will not be less than the application price (adjusted for any income component originally included in the application price). In the 
event that net assets are insufficient to cover the liability, the Responsible Entity of the Fund has an obligation to cover the shortfall, 
as disclosed in the Fund Constitution.
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7  Auditor’s remuneration

Year ended

30 June 2011 
$ 

30 June 2010 
$

Audit of the financial statements 7,091 7,091

Other audit services 4,998 5,800

12,089 12,891

The auditor of the Wholesale Australian Income Fund is Deloitte 
Touche Tohmatsu.

8  Related party transactions

Responsible Entity

The Responsible Entity of the Wholesale Australian Income 
Fund is National Mutual Funds Management Limited. 
The Responsible Entity is a wholly owned subsidiary of 
AXA Asia Pacific Holdings Limited whose ultimate parent 
entity is AMP Limited. Accordingly, transactions with entities 
related to AMP Limited are disclosed below.

Key management personnel

Key management personnel includes persons who were 
Directors of National Mutual Funds Management Limited at any 
time during the financial year as follows: 

D S Craine 
E A Foley (resigned on 17 November 2010) 
W J Lee (resigned on 29 March 2011) 
I C Campbell 
P Sampson (resigned on 30 March 2011) 
P E Akopiantz (resigned on 30 March 2011) 
K W Keenan (resigned on 29 March 2011) 
M J Royer (resigned on 30 June 2011) 
J R Dawson (appointed on 29 March 2011) 
S J P Dunne (appointed on 29 March 2011) 
S M Burgess (appointed on 30 June 2011)

Key management personnel compensation

Key management personnel are paid by a related party of 
the Responsible Entity. Payments made from the Fund to 
the Responsible Entity do not include any amounts directly 
attributable to the compensation of key management personnel.

Other key management personnel

There were no other persons with responsibility for planning, 
directing and controlling the activities of the Fund, directly or 
indirectly, during the financial year.

Holdings of units

During or since the end of the financial year, none of the key 
management personnel and/or their related entities held units 
in the Fund, either directly, indirectly, or beneficially (2010: Nil).

National Mutual Funds Management Limited or its affiliate did 
not hold any units in the Fund during the year (2010: Nil).

Transactions with related parties

Transactions with related parties are conducted on normal 
commercial terms and conditions.

The Fund invests in another unlisted managed investment 
scheme managed by the Responsible Entity. The 
Responsible Entity does not receive full management fees 
from both funds and an adjustment has been made to 
ensure that the total management fee does not exceed 
the management fee stated in the Fund Constitution. 
Consequently, the Fund has received/receivable a 
management fee rebate of $165,934 (2010: $265,450).

No amounts were paid by the Fund directly to Directors of 
National Mutual Funds Management Limited.

Investments

The Fund held investments in the following funds which are also managed by the Responsible Entity or its related parties:

Fair value of investment Interest held Distributions received/receivable

2011  
$

2010 
$

2011  
%

2010 
%

2011  
$

2010 
$

Australian Income Fund 23,427,493 36,335,699 12.49 13.56 878,441 1,450,734

Distributions received/receivable include an amount of $53,756 (2010: $83,618) in respect of the Australian Income Fund which 
remains unpaid at the reporting date.
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9  Financial risk management

Management of financial instruments

The investments of the Fund (other than cash held for meeting 
daily administrative expenses) are managed by National Mutual 
Funds Management Limited, the Responsible Entity.

State Street Australia Limited acts as master custodian 
on behalf of the Responsible Entity and, as such, provides 
services including physical custody and safekeeping of 
assets, settlement of trades, collection of dividends and or 
distributions and accounting for investment transactions.

Significant accounting policies

Details of the significant accounting policies and methods 
adopted, including the criteria for recognition, the basis of 
measurement and the basis on which revenues and expenses 
are recognised, in respect of each class of financial asset 
and financial liability, are disclosed in Note 1 to the financial 
statements.

Capital risk management

The Fund considers its net assets attributable to unit holders 
as capital, notwithstanding that net assets attributable to unit 
holders are classified as a liability. Notwithstanding the fact 
that there are currently special withdrawal arrangements in 
place for the Fund, as detailed in Note 6, the amount of net 
assets attributable to unit holders can change significantly on 
a daily basis as the Fund is subject to daily applications and 
redemptions at the discretion of unit holders.

The Investment Manager aims to ensure that there is sufficient 
capital for possible redemptions by unit holders by maintaining 
a minimum of its total investments in cash and cash 
equivalents.

The Fund’s overall investment strategy remains unchanged 
from the prior year.

Categories of financial instruments

The categories of financial instruments are financial assets 
held at fair value through profit or loss which are disclosed 
in Note 2 and loans and receivables which are disclosed in 
Note 3.

Financial risk management objectives

The Fund is exposed to a variety of financial risks as a result 
of its activities. These risks include market risk (including 
currency risk, fair value interest rate risk and price risk), credit 
risk, liquidity risk and cash flow interest rate risk. The Fund’s 
risk management and investment policies, approved by the 
Responsible Entity, seek to minimise the potential adverse 
effects of these risks on the Fund’s financial performance.

The Fund’s investment mandate is to invest in unlisted 
managed investment schemes and cash and cash equivalents.

(a) Market risk

Market risk is the risk that the fair value of future cash flows 
of a financial instrument will fluctuate because of changes 
in market prices. Market risk comprises three types of risk: 
market prices (price risk), foreign exchange (currency risk) and 
market interest rates (interest rate risk). There has been no 
change in the period to the Fund’s exposure to market risks or 
the manner in which it manages and measures the risk.

The Fund is exposed to currency risk, interest rate risk and 
price risk indirectly via its investments in unlisted managed 
investment schemes. The impact of possible changes in market 
risk on operating profit and net assets attributable to unit 
holders will depend on the particular asset allocations of these 
managed investment schemes.

(i) Price risk

The Fund is exposed to the price risk in relation to its units in 
the underlying funds as prices in the future are uncertain. The 
units in the underlying funds are classified on the statement of 
financial position as at fair value through profit or loss.

Price risk is the risk that the total value of investments will 
fluctuate as a result of changes in market prices, whether 
caused by factors specific to an individual investment, its 
issuer or all factors affecting all instruments traded in the 
market. The Responsible Entity monitors the performance 
of the underlying funds and reviews audited annual financial 
statements of the underlying funds in order to assess their 
compliance with their respective Product Disclosure Statement.

The value of the Fund’s investment in the underlying funds 
will move in direct correlation to the performance of the 
underlying funds. The underlying fund’s directly held financial 
assets and liabilities are interest bearing securities that have 
exposure to interest rate movement and therefore have minimal 
exposure to price risk. As a result, there is little to no sensitivity 
to price risk.

(ii) Foreign exchange risk

The Fund does not have any direct exposure to foreign 
exchange risk based on the Fund’s direct investment in the 
underlying funds, which issue units denominated in Australian 
dollars. However, the underlying funds may hold investments 
denominated in foreign currencies in accordance with their 
respective Product Disclosure Statement. The Responsible 
Entity monitors the performance of the underlying funds and 
reviews audited annual financial statements in order to assess 
their compliance with their respective Product Disclosure 
Statement.

The foreign exchange risk disclosures have not been prepared 
on a look-through basis for investments held indirectly 
through underlying funds. Consequently, the disclosure of 
foreign exchange risk in the note may not represent the true 
foreign exchange risk profile of the Fund where the Fund has 
significant investments in underlying funds which also have 
exposure to foreign exchange risk.
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9  Financial risk management (continued)

(a) Market risk (continued)

(iii) Interest rate risk

The interest rate risk disclosures have been prepared on the basis of the Fund’s direct investment and not on a look-through basis for 
investments held indirectly through underlying funds. Consequently, the disclosure of interest rate risk in the note many not represent 
the true interest rate risk profile of the Fund where the Fund has significant investments in underlying funds which also have exposure 
to the interest rate markets.

The table below summarises the Fund’s exposure to interest rate risks. 

30 June 2011

Floating  
interest rate 

$

Fixed 
interest rate 

$

Non-interest  
bearing 

$
Total 

$

Assets

Cash and cash equivalents 460,134 – – 460,134

Receivables – – 69,137 69,137

Financial assets held at fair value through profit or loss – – 23,427,493 23,427,493

Total assets 460,134 – 23,496,630 23,956,764

Liabilities (excluding net assets attributable to unit holders)

Payables – – 23,907 23,907

Distributions payable – – 71,795 71,795

Total liabilities (excluding net asset attributable to unit holders) – – 95,702 95,702

Net assets attributable to unit holders – liability* 23,861,062

30 June 2010

Floating  
interest rate 

$

Fixed 
interest rate 

$

Non-interest  
bearing 

$
Total 

$

Assets

Cash and cash equivalents 405,130 – – 405,130

Receivables – – 103,123 103,123

Financial assets held at fair value through profit or loss – – 36,335,699 36,335,699

Total assets 405,130 – 36,438,822 36,843,952

Liabilities (excluding net assets attributable to unit holders)

Payables – – 21,261 21,261

Distributions payable – – 101,685 101,685

Total liabilities (excluding net assets attributable to unit holders) – – 122,946 122,946

Net assets attributable to unit holders – liability* 36,721,006

*	 Total net assets attributable to unit holders – liability are non-interest bearing.

The majority of the Fund’s directly held financial assets are non-interest bearing securities that have no exposure to interest rate 
movement and therefore have minimal exposure to interest rate risk. As a result, there is little to no sensitivity to interest rate risk.
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9  Financial risk management (continued)

(b) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Fund. 
The Fund is exposed to credit risk in relation to its units in the underlying funds. 

Credit risk arises from the underlying funds’ ability to realise their investments to meet any redemptions made by the Fund. The risk 
is measured by reference to the available net assets in the underlying funds. The Fund’s policy is to only invest in funds managed by a 
responsible entity included on the Board’s approved responsible entities listing. Approval is determined based on a number of factors, 
including historical performance and documented risk management procedures. Compliance with the Fund’s policy is reported to the 
Board on an exceptions basis.

The Fund does not have any significant credit risk exposure to any single counterparty or any group of counterparties having similar 
characteristics, other than amounts due from a related party. The table below shows the maximum exposure to credit risk at the end 
of each reporting period. It is the opinion of the Responsible Entity that the carrying amounts of these financial assets represent the 
maximum credit risk exposure at the end of the reporting period. This does not represent the maximum risk exposure that could arise 
in the future as a result of changes in values, but best represents the current maximum exposure at the end of the reporting period.

As at

30 June 2011 
$ 

30 June 2010 
$

Cash and cash equivalents 460,134 405,130

Receivables 69,137 103,123

Financial assets held at fair value through profit or loss 23,427,493 36,335,699

Total 23,956,764 36,843,952

None of these assets are impaired or past due but not impaired.

(c) Liquidity risk

The Fund invests in underlying funds which currently have suspended withdrawals. As a result, the Fund is unable to liquidate 
its investments and is subject to liquidity risk. In order to manage this liquidity risk, the Responsible Entity has exercised its discretion 
and suspended withdrawals from the Fund. Withdrawals are only permitted from the Fund when the Responsible Entity makes a 
Withdrawal Offer. The Responsible Entity manages the timing and amount of any withdrawal offers so that the total value of funds able 
to be withdrawn does not exceed available liquid assets.

The following tables summarise the maturity profile of the Fund’s non-derivative financial liabilities. The tables have been drawn up 
based on the undiscounted cash flows of financial liabilities based on the earliest date on which the Fund can be required to pay. 
Balances due within 12 months equal their carrying value as the impact of discounting is not significant.

Due on  
demand 

$

Less than  
3 months 

$

3 months  
to 1 year 

$

1-5  
years 

$

5+  
years 

$

At 30 June 2011

Payables 23,907 – – – –

Distributions payable – 71,795 – – –

Net assets attributable to unit holders – liability 23,861,062 – – – –

Total 23,884,969 71,795 – – –

At 30 June 2010

Payables 21,261 – – – –

Distributions payable – 101,685 – – –

Net assets attributable to unit holders – liability 36,721,006 – – – –

Total 36,742,267 101,685 – – –
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9  Financial risk management (continued)

(d) Fair value of financial assets and financial liabilities

The Fund’s financial assets and financial liabilities included in the statement of financial position are carried at amounts that 
approximate fair value. The fair value of financial assets and financial liabilities has been determined in accordance with Note 1.

(e) Fair-value hierarchy

(i) Classification of financial assets and financial liabilities

The Fund classifies fair-value measurements using a fair-value hierarchy that reflects the subjectivity of the inputs used in making the 
measurements. The fair-value hierarchy has the following levels:

∙∙ quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1)

∙∙ inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as prices) 
or indirectly (that is, derived from prices) (level 2)

∙∙ inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).

The level in the fair-value hierarchy within which the fair-value measurement is categorised in its entirety is determined on the basis of 
the lowest level input that is significant to the fair-value measurement in its entirety. For this purpose, the significance of an input is 
assessed against the fair-value measurement in its entirety. If a fair-value measurement uses observable inputs that require significant 
adjustment based on unobservable inputs, that measurement is a level 3 measurement. Assessing the significance of a particular 
input to the fair-value measurement in its entirety requires judgement, considering factors specific to the asset or liability.

The determination of what constitutes ‘observable’ requires significant judgement by the Responsible Entity. The Responsible Entity 
considers observable data to be that market data that is readily available, regularly distributed or updated, reliable and verifiable, 
not proprietary, and provided by independent sources that are actively involved in the relevant market.

The valuation techniques used by the Fund to measure fair value maximise the use of observable inputs and minimise the use of 
unobservable inputs.

The inputs or methodology used for valuing securities are not necessarily an indication of the risk associated with investing in 
those securities.

The table below sets out the Fund’s financial assets and liabilities (by class) measured at fair value according to the fair-value hierarchy 
at 30 June 2011 and 30 June 2010. 

As at 30 June 2011
Level 1 

$
Level 2 

$
Level 3 

$
Total 

$

Financial assets

Financial assets designated at fair value through profit or loss:

	 Unlisted managed investment schemes – – 23,427,493 23,427,493

Total – – 23,427,493 23,427,493

As at 30 June 2010
Level 1 

$
Level 2 

$
Level 3 

$
Total 

$

Financial assets

Financial assets designated at fair value through profit or loss:

	 Unlisted managed investment schemes – – 36,335,699 36,335,699

Total – – 36,335,699 36,335,699

There are no investments classified as level 1 and 2 within the Fund as at 30 June 2011 and 30 June 2010.

Investments whose values are based on quoted market prices in active markets, and therefore classified within level 1, include active 
listed equities and exchange traded derivatives.

Financial instruments that trade in markets that are not considered to be active but are valued based on quoted market prices, dealer 
quotations or alternative pricing sources supported by observable inputs are classified within level 2. These include over-the-counter 
derivatives. As level 2 investments include positions that are not traded in active markets and/or are subject to transfer restrictions, 
valuations may be adjusted to reflect illiquidity and/or non-transferability, which are generally based on available market information.

Investments classified within level 3 have significant unobservable inputs, as they are infrequently traded. These include certain 
unlisted managed investment schemes. As observable prices are not available for these securities, the Responsible Entity has used 
valuation techniques to derive fair value.
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9  Financial risk management (continued)

(e) Fair-value hierarchy (continued)

(ii)  Transfers between levels

There were no transfers between the levels in the fair-value hierarchy in 2011 and 2010.

(iii)  Movement in level 3 instruments

The following table presents the movement in level 3 instruments for the year ended 30 June 2011 and 30 June 2010 by class 
of financial instrument.

As at 30 June 2011

Unlisted managed 
investment schemes 

$

Opening balance 36,335,699

Purchases 17,834,389

Sales (30,742,595)

Closing balance 23,427,493

Total gains or losses for the year included in the statement of comprehensive income 
for financial assets and liabilities held at the end of the year

–

As at 30 June 2010

Unlisted managed 
investment schemes 

$

Opening balance 69,084,497

Purchases 2,858,223

Sales (35,607,021)

Closing balance 36,335,699

Total gains or losses for the year included in the income statement for financial assets 
and liabilities held at the end of the year

–

10  Notes to the statement of cash flows

Notes

Year ended

30 June 2011 
$

30 June 2010 
$

(a) Reconciliation of profit/(loss) to net cash used in by operating activities

Profit/(loss) for the year – –

Decrease in net assets attributable to unit holders 6(b) (295) –

Distributions to unit holders 5 1,053,099 1,751,625

Net change in receivables 33,986 49,324

Net change in payables 2,646 (3,579)

Net cash provided by operating activities 1,089,436 1,797,370

(b) Components of cash and cash equivalents

Cash and cash equivalents as at the end of the financial year as shown in the 
statement of cash flows is reconciled to the statement of financial position as follows:

Cash at bank 460,134 405,130

460,134 405,130

(c) Non-cash investing and financing activities

Income distributions reinvested by unit holders for additional units in the Fund 6(a) 19,426 30,682
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11  Events occurring after the reporting period
Between the balance date and the date of approval of these financial statements, certain markets to which the Fund has investment 
exposures may have moved. Movements in markets are reflected on a daily basis in unit prices.

In the interim period between 30 June 2011 and prior to the director’s approving these financial statements, the Responsible Entity 
approved a proposal recommending the termination of the Fund. It is expected the Fund will be in a position to be wound up in the 
foreseeable future, with applications being closed to all clients from 3 October 2011. As a consequence, the financial statements of 
the Fund for the current year have not been prepared on a going concern basis (as disclosed in Note 1).

There are no other significant events which have occurred since the end of the reporting period which would impact on the financial 
position of the Fund disclosed in the statement of financial position as at 30 June 2011, or on the results and cash flows of the Fund 
for the year ended on that date.

12  Additional information
National Mutual Funds Management Limited, a public company incorporated and operating in Australia, is the Responsible Entity of the 
Wholesale Australian Income Fund.

Principal Registered Office and Unit Registry

AXA Centre 
750 Collins Street 
DOCKLANDS VIC 3008 
Tel: (03) 8688 3911

axa.com.au
The National Mutual Life Association of Australasia Limited  
ABN 72 004 020 437 AFS Licence No. 234649

AXA Customer Service Centre

PO Box 14330 Melbourne Victoria 8001  Telephone 131 737  Facsimile (03) 9287 3389 
For daily unit price information (Toll Free Australia-wide) 1800 780 085 
Email: client.enquiry@axa.com.au
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