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These financial statements cover HFA Diversified Investments Fund as a consolidated entity consisting of
HFA Diversified Investments Fund and its subsidiaries.

The responsible entity of HFA Diversified Investments Fund is Certitude Global Investments Limited (ABN 25
082 852 364) (AFS Licence 246747). The responsible entity's registered office is Level 5, 151 Macquarie
Street, Sydney.
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HFA Diversified Investments Fund
Director's report

For the year ended 30 June 2011

Director's report

The directors of Certitude Global Investments Limited, the responsible entity of HFA Diversified Investments
Fund ("the Scheme"), present their report together with the financial report of HFA Diversified Investments
Fund ("the Scheme") and its controlled entities (collectively, the 'Consolidated Entity') for the year ended
30 June 2011 and the auditor's report thereon.

Responsible entity

The responsible entity of HFA Diversified Investments Fund is Certitude Global Investments Limited (ABN 25
082 852 364). The responsible entity's registered office is Level 5, 151 Macquarie Street, Sydney.

Directors

The following persons held office as directors of the responsible entity during the year or since the end of
the year and up to the date of this report:

Mr F P Andy Esteban (Appointed 7 May 2010)
Ms Amber Stoney (Appointed 11 June 2010)
Mr Peter Coates (Appointed 29 September 2009)
Mr Ray Kellerman (Appointed 7 May 2010)
Mr Craig Mowll (Appointed 16 September 2010)

Principal activities

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

The Scheme investments were invested in accordance with the investment objectives and guidelines as
set out in their respective current disclosure documents.

The Schemes investments provide it with exposure to a diversified portfolio of assets which are spread
across approximately fifty (50) specialist international managers, who employ a number of investment
strategies applicable to their selected geographical segments. The aggregation of these specialist
investment strategies aims to have a low correlation with traditional equity, credit and fixed interest
investments, enabling the Scheme to deliver high risk adjusted returns with lower volatility than equities.
The Scheme’s investments include managed investment funds, listed equities, derivatives and cash and
cash equivalents.

The Scheme and its controlled entities did not have any employees during the year.

There were no significant changes in the nature of the Scheme's activities during the year.

Review and results of operations

There have been no significant changes to the operations of the Scheme since the previous reporting
period. The Scheme continued to invest funds in accordance with its investment objectives and
guidelines as set out in its current disclosure statement.

The performance of the Scheme and the Consolidated Entity, as represented by the results of its
operations, were as follows:

Consolidated Parent
2011 2010 2011 2010
$'000 $'000 $'000 $'000

Profit/(loss) before financing costs
attributable to unitholders 40,748 60,568 40,483 60,651
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HFA Diversified Investments Fund
Director's report

For the year ended 30 June 2011
(continued)

Director's report (continued)

The Scheme’s investment in the Lighthouse Diversified Fund Limited Class B, was redeemed effective 30
September 2010 with the majority of the proceeds being reinvested into the Lighthouse Diversified Fund
Limited Class F, an Australian dollar denominated class. Accordingly, effective 1 October 2010 the
hedging arrangements in the form of forward foreign exchange contracts were substantially removed in
line with the redemption and reinvestment into the Australian dollar denominated class of the underlying
fund. 

During the period portions of the participation interest held by Newco SLV Limited were extinguished and
accordingly the Directors of Newco SLV Limited approved capital returns to shareholders in line with the
proceeds received.

Separately, Lighthouse Investment Partners, LLC put forward a proposal to all shareholders in the LDF SLV
SPC, whereby the remaining assets of the LDF SLV SPC would be sold and subsequently full redemptions
would be paid to the shareholders. The proposal was approved by a majority vote and the full
redemptions were paid to shareholders effective 31 December 2010. Therefore, the remaining shares in
the LDF SLV SPC were redeemed effective 31 December 2010.

However, 10% of the proceeds from the extinguishment of the shares in the LDF SLV were held back until
the completion of a final audit, at which time these proceeds will be returned. The audit has been
completed and the outstanding proceeds of USD $656,409 were received by the Scheme on 15 July 2011.

Distributions

There were no distributions paid or payable during the financial year ended 30 June 2011 (2010: Nil).

Performance

A summary of the Scheme's performance calculated after fees over the last two years and assuming
reinvestment of distributions is set out below:

                               

              Growth

%

Distribution

%

2011
Total

%

Growth

%

Distribution

%

2010
Total

%

Retail              

Hedged 9.72 - 9.72 9.55 - 9.55
Unhedged 0.99 - 0.99 7.43 - 7.43

Wholesale
Hedged 9.92 - 9.92 10.02 - 10.02
Unhedged 1.76 - 1.76 8.05 - 8.05

Institutional
Hedged 2 11.09 - 11.09 10.66 - 10.66
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HFA Diversified Investments Fund
Director's report

For the year ended 30 June 2011
(continued)

Director's report (continued)

Growth

The closing exit unit prices are outlined below:

2011 2010
$ $

Retail
Hedged 1.0908 0.9942
Unhedged

0.8088 0.8009
Wholesale
Hedged 1.1169 1.0161
Unhedged

0.8276 0.8133
Institutional
Hedged 2

942.8608 848.7489

Significant changes in state of affairs

Redemption and application suspension

Effective 1 July 2010, the responsible entity resolved that the Scheme was again considered liquid as
defined in the Corporations Act, which enabled it to reopen the Scheme to quarterly redemptions.
However, it was necessary to impose certain conditions to ensure the continued liquidity of the Scheme
and the fair and equitable treatment of all unitholders.

The Scheme also recommenced accepting applications upon the issuance of an updated Product
Disclosure Statement on 1 October 2010. Unitholders are able to apply for units on a monthly basis with a 3
business day notice period.

Since this time, the responsible entity has been working with the underlying fund manager being
Lighthouse Investment Partners, LLC to restore the Scheme, in so far as possible, to its pre-GFC status. As
such, the Scheme has been able to remove the Scheme’s remaining redemption conditions and reinstate
monthly redemptions.

Unitholders are able to redeem units on a monthly basis with a 91 calendar day notice period, with the
first redemption day being 30 June 2011. The next redemption day under the new terms will be 30
September 2011 and monthly thereafter with the same 91 calendar day notice period.

In accordance with the representations in the Scheme's Product Disclosure Statement, dated 19 August
2010, the Australian Securities and Investments Commission (ASIC) has granted relief from the requirements
of Section 1017E of the Corporation Act 2001 in regards to the timeframe for holding of application
monies.

ASIC has granted the responsible entity relief from these requirements, in relation to the Scheme, which
enables it to hold application monies for up to eighty days before units are issued.

Controlled entities

The Trustee of the HFA Enhanced Diversified Investments Fund (a wholly owned subsidiary of the Scheme)
resolved to wind up the Scheme effective 31 October 2010, following the unprecedented volatility in the
global markets and the subsequent deterioration in liquidity conditions of financial markets in the prior
financial years, which lead to limitations in pursuing a leveraged investment strategy.

Following the decision by the Trustee, proceeds were paid out to the Scheme in the form of both cash
proceeds and a payment “in kind” via a transfer of the remaining underlying assets consisting of holdings
in both Newco SLV Limited and the LDF SLV SPC and certain other remaining receivables including both
interest and GST recoverable.
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HFA Diversified Investments Fund
Director's report

For the year ended 30 June 2011
(continued)

Director's report (continued)

Accordingly, the Scheme relinquished control of the HFA Enhanced Diversified Fund as a result of the wind
up effective 31 October 2010.

As a consequence of the transfer of the shares in Newco SLV Limited to the Scheme on 31 October 2010,
Newco SLV Limited became a controlled entity of the Scheme.

Effective 31 March 2011, the Scheme sold its remaining investment in Newco SLV Limited to a related
party being Lighthouse Diversified Fund Limited (LDF). The shares were sold at 84% of the issued net asset
value of Newco SLV Limited as at 31 December 2010.

LDF is a related party of the Scheme as its manager Lighthouse Investment Partners, LLC is a subsidiary of
HFA Holdings Limited, the ultimate parent entity of the Scheme’s responsible entity. However, the terms
and conditions of the sale to LDF were no more favourable than those available, or might reasonably be
expected to be available, on similar sale to non related parties on an arm’s length basis.

As a result, the Scheme will no longer be required to enter into hedging arrangements to hedge the
foreign exchange exposure arising from its investment in Newco SLV Limited. Accordingly, the remaining
hedging arrangements in the form of forward foreign exchange contracts were extinguished on 15 April
2011 upon receipt of the proceeds relating to the sale of Newco SLV Limited.

As a consequence of the sale of the remaining shares in Newco SLV Limited on 31 March 2011, the
Scheme relinquished control of Newco SLV Limited effective 31 March 2011.

Listed securities

Effective 28 April 2011, the Scheme sold its entire share holdings in the listed entity being Signature Capital
Investments Limited. The sale of shares will allow for the Scheme to simplify its investment portfolio and
gain full exposure to the Lighthouse Diversified Fund Limited.

Hedging arrangements

As a result of redeeming or selling all of its foreign denominated investments being the Lighthouse
Diversified Fund Limited Class B, Newco SLV Limited and the LDF SLV SPC during the year, the Scheme will
no longer be required to enter into hedging arrangements to hedge the foreign currency exposure arising
from its investments as its remaining investments are denominated in Australian dollars. 

The final hedging arrangement in the form of forward foreign exchange contracts were extinguished on
15 April 2011 upon receipt of the proceeds from the sale of its last remaining foreign denominated asset
being Newco SLV Limited.

Other than matters discussed above, in the opinion of the directors, there were no significant changes in
the state of affairs of the Scheme or Consolidated Entity that occurred during the reporting period.

Likely developments and expected results of operations

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

Further information about likely developments in the operations of the Scheme, Consolidated Entity and
the expected results of those operations have not been included in this report because the responsible
entity believes it would be likely to result in unreasonable prejudice to the Scheme and Consolidated
Entity.
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HFA Diversified Investments Fund
Director's report

For the year ended 30 June 2011
(continued)

Director's report (continued)

Indemnification and insurance of officers and auditors

No insurance premiums are paid for out of the assets of the Scheme or Consolidated Entity in regards to
insurance cover provided to either the officers of Certitude Global Investments Limited or the auditors of
the Scheme and Consolidated Entity. So long as the officers of Certitude Global Investments Limited act in
accordance with the Schemes Constitution and the Law, the officers remain indemnified out of the assets
of the Scheme against losses incurred while acting on behalf of the Scheme. The auditors of the Scheme
and Consolidated Entity are in no way indemnified out of the assets of the Consolidated Entity.

Fees paid to and interests held in the Scheme or Consolidated Entity by the Trustee or its associates

Fees paid to the responsible entity and its associates out of Scheme and Consolidated Entity property
during the year are disclosed in Note 13 of the financial statement.

No fees were paid out of Scheme and Consolidated Entity property to the directors of the responsible
entity during the year.

The number of interests in the Scheme and Consolidated Entity held by the responsible entity or its
associates as at the end of the year are disclosed in Note 13 of the financial statement.

Interests in the Consolidated Entity

The movement in units on issue in the Scheme during the period is disclosed in Note 6 of the financial
statement.

The value of the Scheme and Consolidated Entity's assets and liabilities is disclosed on the statements of
financial position and is derived using the basis set out in Note 3 of the financial statements.

Environmental regulation

The operations of the Scheme and Consolidated Entity are not subject to any particular or significant
environmental regulations under a Commonwealth, State or Territory law.

Events occurring after the reporting period

Effective 15 July 2011, the outstanding 10% hold back of the final proceeds from the extinguishment of the
remaining shares in the LDF SLV SPC being USD $656,409, were returned to the Scheme.

Effective 30 September 2011, the responsible entity will implement a mandatory cash redemption of the
remaining units in the unhedged retail and wholesale classes following the responsible entity determining
that it was in the best interests of investors to close these classes, due to the ongoing administration and
operational costs of the classes.

Additionally, the sole investor of the hedged institutional 2 class has submitted several redemption
requests subsequent to balance date equating to a redemption in full of the total units on issue within the
class. As a result, the final redemption of the remaining units in the class will take effect 30 November 2011.
The net asset value of the hedged institutional 2 class as at 30 June 2011 was $31.9 million.

Since 30 June 2011, significant volatility in the global markets has had an impact on the value of the
Scheme’s investment. For the most up to date performance impact refer to the Scheme’s latest
performance report at www.certitudeglobal.com.au. Any impact on the Scheme has not been
recognised in the 30 June 2011 financial statements.

Other than the above, no other matter or circumstance has arisen since 30 June 2011 that has
significantly affected, or may significantly affect:

(i) the operations of the Consolidated Entity in future reporting years, or
(ii) the results of those operations in future years, or
(iii) the state of affairs of the Consolidated Entity in future reporting years.
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HFA Diversified Investments Fund
Consolidated statements of comprehensive income

For the year ended 30 June 2011

Consolidated statements of comprehensive income

Consolidated Parent
2011 2010 2011 2010

Notes $'000 $'000 $'000 $'000

Investment income
Interest income 4,864 6,543 4,163 4,040
Dividend and distribution income 1,045 - 1,045 -
Net gains/(losses) on financial
instruments held at fair value
through profit or loss 4 37,630 61,312 37,350 59,040
Net foreign exchange gain/(loss) 1,572 (1,129) 1,672 325
Other income 45 - 45 -
Total investment income 45,156 66,726 44,275 63,405

Expenses
Management fees 13 3,816 5,467 3,296 2,299
Auditor's remuneration 5 74 81 50 44
Custody and administrative
expenses 272 359 169 219
Other expenses 246 251 277 192
Total expenses 4,408 6,158 3,792 2,754

Profit/(loss) from operating activities 40,748 60,568 40,483 60,651

Financing costs
Distribution to unitholders - - - -
Profit/(loss) attributable to external
unitholders of the subsidiary 265 83 - -
Change in net assets attributable to
unitholders/Total Comprehensive
Income 40,483 60,651 40,483 60,651

The above consolidated statements of comprehensive income should be read in conjunction with the
accompanying notes.
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HFA Diversified Investments Fund
Consolidated statements of financial position

As at 30 June 2011

Consolidated statements of financial position

Consolidated Parent
2011 2010 2011 2010

Notes $'000 $'000 $'000 $'000

Assets
Cash and cash equivalents 60,288 55,930 60,288 39,230
Receivables 10 1,590 621 1,590 468
Financial assets held at fair value
through profit or loss 8 270,771 387,879 270,771 413,861
Deposits held with brokers for margin - 67,730 - 48,220
Total assets 332,649 512,160 332,649 501,779

Liabilities
Payables 11 47,349 765 47,349 440
Financial liabilities held at fair value
through profit or loss 9 - 13,860 - 10,382
Amounts payable to external
unitholders of the subsidiary - 6,578 - -
Total liabilities (excluding net assets
attributable to unitholders) 47,349 21,203 47,349 10,822

Net assets attributable to unitholders
of the parent - liability 6 285,300 490,957 285,300 490,957

The above consolidated statements of financial position should be read in conjunction with the
accompanying notes.
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HFA Diversified Investments Fund

Consolidated statements of changes in equity

For the year ended 30 June 2011

Consolidated statements of changes in equity

The scheme’s and Consolidated Entity’s net assets attributable to unitholders are classified as a liability
under AASB 132 Financial Instruments: Presentation. As such the Scheme and the Consolidated Entity have
no equity, and no items of change in equity have been presented for the current or comparative year. 

The above consolidated statements of changes in equity should be read in conjunction with the
accompanying notes.

-11-



HFA Diversified Investments Fund
Consolidated statements of cash flows

For the year ended 30 June 2011

Consolidated statements of cash flows

Consolidated Parent
2011 2010 2011 2010

Notes $'000 $'000 $'000 $'000

Cash flows from operating activities
Proceeds from sales of financial
instruments held at fair value
through profit or loss 156,384 654,586 186,118 432,344
Payments for purchases of financial
instruments held at fair value
through profit or loss (15,000) (494,451) (15,000) (263,108)
Amount received from / (paid to)
brokers for margin 48,220 3,366 48,220 (6,124)
Interest received 4,669 6,541 3,896 4,016
Dividend/Trust distributions received 1,045 298 1,045 298
Payment of operating expenses (4,687) (8,330) (3,844) (2,730)
Net cash inflow/(outflow) from
operating activities 15(a) 190,631 162,010 220,435 164,696

Cash flows from financing activities
Proceeds from applications by
unitholders 6,580 - 6,580 -
Payments for redemptions by
unitholders (190,064) (234,799) (205,957) (234,799)
Capital returns to external
shareholders of a subsidiary (2,789) (2,631) - -
Net cash inflow/(outflow) from
financing activities (186,273) (237,430) (199,377) (234,799)

Net increase/(decrease) in cash
and cash equivalents 4,358 (75,420) 21,058 (70,103)

Cash and cash equivalents at the
beginning of the year 55,930 131,350 39,230 109,333

Cash and cash equivalents at the
end of the year 15(b) 60,288 55,930 60,288 39,230

The above consolidated statements of cash flows should be read in conjunction with the accompanying
notes.
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HFA Diversified Investments Fund
Notes to the financial statements
For the year ended 30 June 2011

1 Reporting entity

HFA Diversified Investments Fund (the 'Scheme') is a registered managed investment scheme under the
Corporations Act 2001. The consolidated financial report of the Scheme and its controlled entities (the
'Consolidated Entity') are for the year ended 30 June 2011.

The responsible entity of the Scheme is Certitude Global Investments Limited. The responsible entity’s
registered office is Level 5, 151 Macquarie Street, Sydney, NSW 2000.

2 Basis of preparation

(a) Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with
Australian Accounting Standards (AASBs) (including Australian Interpretations) adopted by the Australian
Accounting Standards Board (AASB) and the Corporations Act 2001. The financial report of the Scheme
complies with International Financial Reporting Standards (IFRSs) and interpretations adopted by the
International Accounting Standards Board (IASB).

The financial statements were authorised for issue by the directors of Certitude Global Investments Limited
on 13 September 2011.

(b) Basis of measurement

The financial report has been prepared on the historical cost basis except for the financial instruments at
fair value through profit or loss, which are measured at fair value.

(c) Functional and presentation currency

These financial statements are presented in Australian dollars, which is the Scheme’s and the
Consolidated Entity’s functional currency.

The Scheme and the Consolidated Entity are of a kind referred to in ASIC Class Order 98/100 dated 10 July
1998 and in accordance with that Class Order, all financial information presented in Australian dollars has
been rounded to the nearest thousand unless otherwise stated.

(d) Use of estimates

Note 12(e) contains information about the estimation of fair values of financial assets and liabilities.

(e) Presentation and disclosure of parent entity financial statements

The Consolidated Entity is complying with Class Order 10/654 dated 26 July 2010 and in accordance with
the Class Order, is including parent entity financial statements as part of their financial report under
Chapter 2M of the Corporations Act 2001.

3 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) Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of HFA
Diversified Investments Fund (the 'parent entity') as at 30 June 2011 and the results of all subsidiaries for the
period then ended. HFA Diversified Investments Fund and its subsidiaries together are referred to in this
financial statement as the Consolidated Entity.

Subsidiaries are all those entities over which the Consolidated Entity has the power to govern the financial
and operating policies, generally accompanying a shareholding of more than one half of the voting
rights. The existence and effect of potential voting rights that are currently exercisable or convertible are
considered when assessing whether the Consolidated Entity controls another entity.
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HFA Diversified Investments Fund
Notes to the financial statements
For the year ended 30 June 2011

(continued)

3 Summary of significant accounting policies (continued)

(a) Principles of consolidation (continued)

Subsidiaries are fully consolidated from the date on which control is transferred to the Consolidated Entity.
They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the
Consolidated Entity.

All transactions (including gains and losses) and balances between entities in the consolidated group are
eliminated. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Scheme.

Minority interests in the results and net assets of subsidiaries are shown separately in the consolidated
statements of comprehensive income and statements of financial position respectively.

Investments in subsidiaries are accounted for at fair value in the individual financial statements of HFA
Diversified Investments Fund.

(b) Financial instruments

(i) Classification

The Scheme's and the Consolidated Entity's investments are categorised as at fair value through profit or
loss. They comprise:

 Financial instruments held for trading

These include derivative financial instruments including forward foregin exchange contracts and
options. 

All derivatives in a net receivable position (positive fair value), as well as options purchased, are
reported as financial assets held for trading. All derivatives in a net payable position (negative fair
value), as well as options written, are reported as financial liabilities held for trading. 

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

These include investments in listed securities, unlisted managed investment schemes, special
liquidating vehicles, participation interest in the redeeming investor portfolio of Lighthouse Diversified
Fund Limited and total return equity swaps.

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

The information on the fair value basis is provided internally to the Scheme's key management
personnel. In addition, the designation of financial assets and financial liabilities at fair value through
profit or loss will reduce any measurement or recognition inconsistencies and any accounting
mismatch that would otherwise arise.

 Receivables/payables comprise amounts due to or from the Scheme and the Consolidated Entity.
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HFA Diversified Investments Fund
Notes to the financial statements
For the year ended 30 June 2011

(continued)

3 Summary of significant accounting policies (continued)

(b) Financial instruments (continued)

(ii) Recognition/derecognition

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

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognised where: 

 the rights to receive cash flows from the asset have expired; or
 the Scheme and Consolidated Entity has transferred its rights to receive cash flows from the asset

and either:

(a) has transferred substantially all the risks and rewards of the asset; or
(b) has neither transferred nor retained substantially all the risks and rewards of the asset but has

transferred control of the asset.

Any gains or losses arising on derecognition of the asset (calculated as the difference between the disposal
proceeds and the carrying amount of the asset) is included in statement of comprehensive income in the
reporting period the asset is derecognised as realised gains or losses on financial instruments.

(iii) Measurement

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 held 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 statement of comprehensive income. 

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

Financial liabilities arising from the redeemable units issued by the Scheme are carried at the redemption
amount representing the investors’ right to a residual interest in the Scheme’s assets, effectively fair value
at reporting date.

(iv) Fair value measurement principles

The fair value measurement principles, specific to the investments of the Scheme and Consolidated
Entity are as follows:

 Participation interest in the redeeming investor portfolio of Lighthouse Diversified Fund Limited

The Consolidated Entity records its participation interest in the redeeming investor portfolio of
Lighthouse Diversified Fund Limited at fair value, as determined by the investment manager of the
Lighthouse Diversified Fund Limited.

The investment manager and/or the administrator of the Lighthouse Diversified Fund Limited receive
monthly net asset values (NAVs) from the underlying investment fund managers or their administrators
and generally rely on such information in recording portfolio valuations for purposes of calculating the
NAV of the participation interest in the redeeming investor portfolio of Lighthouse Diversified Fund
Limited. The investment manager, in consultation with the administrator, is entitled to adopt an
alternative method of valuation in relation to any particular asset or liability if the investment manager
determines that the alternative method of valuation provides a more accurate fair valuation of the
participating interest in the redeeming investor portfolio of Lighthouse Diversified Fund Limited . There
are inherent limitations in any estimation technique and the amounts realised in a subsequent sale
may differ from the amounts recorded.
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HFA Diversified Investments Fund
Notes to the financial statements
For the year ended 30 June 2011

(continued)

3 Summary of significant accounting policies (continued)

 Special liquidating vehicles

Investments in special liquidating vehicles are initially recognised in the financial statements at fair
value. Subsequent to initial recognition they are measured at the redemption value per unit held as
reported by the investment managers and/or administrators of such vehicles.

 Units in unlisted unit trusts

Investments in managed investment schemes are recorded at the redemption value per unit held as
reported by the managers of such schemes.

 Listed securities

Shares in listed securities are measured at fair value with changes in their fair value recognised in the
income statement. Fair value is based on the last quoted sales price on the relevant exchange on
which such securities are traded as of the close of business on the day the securities are being valued.

 Derivatives

Derivative financial instruments are initially recognised in the financial statements at fair value.
Subsequent to initial recognition they are re-measured at fair value using the most recent verifiable
sources of market prices or generally accepted valuation principles.

Forward foreign exchange contracts

The net amount receivable or payable under forward foreign exchange contracts and the associated
deferred gains or losses are recorded on the statement of financial position from the date of inception
of the transaction. The net receivable or payable are revalued using the foreign currency rate current
at reporting date.

 Total return equity swaps

The fair value of total return equity swaps is determined in accordance with the contractual terms, with
reference to the value of the underlying investment to which it is linked and the cost of the leverage
provided within the instrument as provided by the issuer.

(c) Net assets attributable to unitholders

Units are redeemable at the unitholders' option and are therefore classified as financial liabilities. The fair
value of redeemable units is measured at the redemption amount that is payable at the statement of
financial position date. Changes in the value of this financial liability are recognised in the statement of
comprehensive income as they arise.

(d) 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 term deposits with maturities of three months or less.
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HFA Diversified Investments Fund
Notes to the financial statements
For the year ended 30 June 2011

(continued)

3 Summary of significant accounting policies (continued)

(e) Investment income

Interest income is recognised on a time proportionate basis that takes into account the effective yield on
the financial assets. Other changes in fair value for such instruments are recorded in accordance with the
policies described in Note 3(b).

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

Trust distributions are recognised on an entitlements basis.

Changes in the fair value of financial assets and liabilities are recognised as gains or losses in the income
statement in the period in which remeasurement to fair value occurs in accordance with the policies
outlined in Note 3(b).

(f) Expenses

All expenses, including manager’s fees and custodian fees, are recognised in the statements of
comprehensive income on an accruals basis.

(g) Finance costs

Distributions paid and payable are recognised in the statements of comprehensive income as finance
costs and as a liability until paid. Distributions paid are included in cash flows from financing activities in
the statement of cash flows.

(h) Distributions and tax

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

Under current legislation, the Scheme is not subject to income tax provided the taxable income of the
Scheme is fully distributed either by way of cash or reinvestment (i.e. unitholders are presently entitled to
the income of the Scheme).

Financial instruments held at fair value may include unrealised capital gains. Should such a gain be
realised, that portion of the gain that is subject to capital gains tax will be distributed so that the Scheme
are not subject to income tax.

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

The benefits of imputation credits and foreign tax paid are passed on to unitholders.

The Scheme may incur withholding tax imposed by certain countries on investment income. Such income
is recorded net of withholding tax in the statements of comprehensive income.
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(continued)

3 Summary of significant accounting policies (continued)

(i) Increase/(decrease) in net assets attributable to unitholders

Movements in net assets attributable to unitholders are recognised in the income statements as part of
finance costs. The movements include undistributable income which may consist of undistributable
unrealised changes in fair value of financial instruments held at fair value through profit or loss and
derivative financial instruments; accrued income not yet assessable; expenses provided or accrued for
which are not yet deductible; net capital losses; and tax free or tax deferred income. Net capital gains on
the realisation of any financial instruments (including any adjustments for tax deferred income previously
taken directly to net assets attributable to unitholders) and accrued income not yet assessable will be
included in the determination of distributable income in the same year in which it becomes assessable for
tax.

(j) Foreign currency translation

Transactions in foreign currencies are translated at the foreign currency exchange rate ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated to
Australian dollars at the foreign currency closing exchange rate ruling at the balance sheet date.

Foreign currency exchange differences arising on translation and realised gains and losses on disposals or
settlements of monetary assets and liabilities are recognised in the statement of comprehensive income.
Non monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
translated to Australian dollars at the foreign currency closing exchange rates ruling at the dates that the
values were determined. Foreign currency exchange differences relating to investments at fair value
through profit or loss and derivative financial instruments are include in gains and losses on investments
and net gain/(loss) on derivatives, respectively. All other foreign currency exchange differences relating
to monetary items, including cash and cash equivalents are presented separately in the statement of
comprehensive income.

(k) Receivables

Receivables may include amounts for dividends, trust distributions, interest, securities sold where
settlement has not yet occurred and such items as Reduced Input Tax Credits (RITC) owed to the Scheme
and the Consolidated Entity by the Australian Taxation Office. 

Dividends and trust distributions are accrued when the right to receive payment is established. Interest is
accrued at the reporting date from the time of last payment in accordance with the policy set out in
Note 3(e) above. 

Amounts are generally received within 30 days of being recorded as receivables.

(l) Payables

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

(m) Unit prices

Unit prices are determined by reference to the net assets of the Scheme divided by the number of units
on issue.
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(continued)

3 Summary of significant accounting policies (continued)

(n) Goods and Services Tax (GST)

The GST incurred on the costs of various services provided to the Scheme or the Consolidated Entity by
third parties such as audit fees, custodial services and management fees have been passed onto the
Scheme. The Scheme qualifies for Reduced Input Tax Credits (RITC) at a rate of 75% hence investment
management fees, custodial fees and other expenses have been recognised in the statement of
comprehensive income net of the amount of GST recoverable from the Australian Taxation Office (ATO). 

Accounts payable are inclusive of GST. 

The net amount of GST recoverable from the ATO is included in receivables in the statement of financial
position. 

Cash flows relating to GST are included in the statement of cash flows on a gross basis.

(o) New accounting standards and interpretations

The following amendments to accounting standards have been identified as those which may impact the
Scheme in the period of initial application. They are available for early adoption at 30 June 2011, but
have not been applied in preparing this financial report:

(i) AASB 9 Financial Instruments includes requirements for the classification and measurement of financial
assets resulting from the first part of Phase 1 of the project to replace AASB 139 Financial Instruments: 
Recognition and Measurement. AASB 9 will become mandatory for the Scheme’s 30 June 2014 financial
statements. Retrospective application is generally required, although there are exceptions, particularly if
the entity adopts the standard for the year ended 30 June 2012 or earlier. The Scheme has not yet
determined the potential effect of the standard.

(ii) AASB 10 Consolidated Financial Statements includes new requirements to determine whether or not
entities that the Scheme has an interest in needs to be consolidated. AASB 10 will become mandatory for
the Scheme’s 30 June 2014 financial statements. Retrospective application is required. The Scheme has
not yet determined the potential effect of the standard.

(iii) IFRS 12 Disclosure of Interest in Other Entities  includes significant disclosures for interests in subsidiaries,
joint arrangements, associates and unconsolidated structured entities. IFRS 12 will become mandatory for
the Scheme’s 30 June 2014 financial statements. Retrospective application is required. The Scheme has
not yet determined the potential effect of the standard. The AASB is expected to issue the Australian
equivalent standard shortly.

(iv) IFRS 13 Fair Value Measurement includes a definition of fair value and provides guidance on fair value
measurement. IFRS 13 will be become mandatory for the Scheme’s 30 June 2014 financial statements. This
standard is applied prospectively. The Scheme has not yet determined the potential effect of the
standard. The AASB is expected to issue the Australian equivalent standard shortly.
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(continued)

4 Net gains/(losses) on financial instruments held at fair value through profit or loss

Consolidated Parent
2011 2010 2011 2010
$'000 $'000 $'000 $'000

Net unrealised gain/(loss) on held for trading
securities - (17,754) - (12,692)

- (17,754) - (12,692)

Net unrealised gain/(loss) on financial
instruments designated at fair value through
profit or loss upon initial recognition 27,941 15,235 27,941 15,513

27,941 15,235 27,941 15,513

Net realised gain/(loss) on held for trading
securities 55,192 53,978 41,168 29,360

55,192 53,978 41,168 29,360

Net realised gain/(loss) on financial
instruments designated at fair value through
profit or loss upon initial recognition (45,503) 9,853 (31,759) 26,859

(45,503) 9,853 (31,759) 26,859

Total net gains/(losses) on financial
instruments held at fair value through profit or
loss 37,630 61,312 37,350 59,040

5 Auditor's remuneration

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

Consolidated Parent
2011 2010 2011 2010

$ $ $ $

Audit services
Auditors of the Scheme - KPMG

Audit and review of financial statements 68,670 59,903 44,380 44,196
Other audit work under the Corporation
Act 2001 5,115 5,744 5,115 5,744

73,785 65,647 49,495 49,940

Other services
Auditors of the Scheme - KPMG

Taxation services 171 15,285 171 7,744
171 15,285 171 7,744

Total auditor's remuneration 73,956 80,932 49,666 57,684
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6 Net assets attributable to unitholders

As stipulated within the Scheme's Constitution, each unit represents a right to an individual share in the
Scheme and does not extend to a right to the underlying assets of the Scheme. There are five (5) classes
of units on issue and all classes of units rank equally and are not subordinate to any other class.

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

2011 2011 2010 2010
No. '000 $'000 No.'000 $'000

Hedged retail
Opening balance 47,342 46,708 61,629 55,610
Applications 617 662 - -
Redemptions (15,348) (15,941) (14,287) (13,844)
Increase/(decrease) in net assets
attributable to unitholders - 4,145 - 4,942
Closing balance 32,611 35,574 47,342 46,708

2011 2011 2010 2010
No. '000 $'000 No.'000 $'000

Unhedged retail
Opening balance 75 60 75 56
Redemptions - - - -
Increase/(decrease) in net assets
attributable to unitholders - 1 - 4
Closing balance 75 61 75 60

2011 2011 2010 2010
No. '000 $'000 No.'000 $'000

Hedged wholesale
Opening balance 362,084 368,052 545,282 503,759
Applications 5,759 6,140 - -
Redemptions (172,985) (187,029) (183,198) (180,764)
Increase/(decrease) in net assets
attributable to unitholders - 30,486 - 45,057
Closing balance 194,858 217,649 362,084 368,052

2011 2011 2010 2010
No. '000 $'000 No.'000 $'000

Unhedged wholesale
Opening balance 331 265 388 292
Applications 8 6 - -
Redemptions (143) (117) (57) (44)
Increase/(decrease) in net assets
attributable to unitholders - 8 - 17
Closing balance 196 162 331 265
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6 Net assets attributable to unitholders (continued)

2011 2011 2010 2010
No. '000 $'000 No.'000 $'000

Hedged institutional 2
Opening balance 89 75,872 137 105,242
Redemptions (56) (49,861) (48) (40,000)
Increase/(decrease) in net assets
attributable to unitholders - 5,843 - 10,630
Closing balance 33 31,854 89 75,872

Closing balance 285,300 490,957

Capital risk management

The Scheme manages its net assets attributable to unitholders as capital, notwithstanding net assets
attributable to unitholders are classified as a financial liability.

The objective of the Scheme is to provide unitholders with returns in accordance with the Product
Disclosure Statement (“PDS”). The Scheme aims to deliver this objective mainly through investing in the
underlying fund as set out in the Product Dislcosure Statement.

The Scheme strives to meet its stated investment objective whilst ensuring sufficient liquidity is maintained
to meet unitholder’s redemptions. 

Effective 1 July 2010, the responsible entity resolved that the Scheme was again considered liquid as
defined in the Corporations Act, which enabled it to reopen the Scheme to quarterly redemptions.
However, it was necessary to impose certain conditions to ensure the continued liquidity of the Scheme
and the fair and equitable treatment of all unitholders.

The Scheme also recommenced accepting applications upon the issuance of an updated Product
Disclosure statement on 1 October 2010. Unitholders are able to apply for units on a monthly basis with a 3
business days notice.

Since this time, the responsible entity has been working with the underlying fund manager being
Lighthouse Investment Partners, LLC to restore the Scheme, in so far as possible to its pre-GFC status. As
such, the Scheme has been able to remove the Scheme’s remaining redemption conditions and reinstate
monthly redemptions.

Unitholders are able to redeem units on a monthly basis with a 91 calendar day notice period, with the
first redemption day being 30 June 2011. The next redemption day under the new terms will be 30
September 2011 and monthly thereafter with the same 91 calendar day notice period.

In accordance with the representations in the Scheme's Product Disclosure Statement, dated 19 August
2010, the Australian Securities and Investments Commission (ASIC) has granted relief from the requirements
of Section 1017E of the Corporation Act 2001 in regards to the timeframe for holding of application
monies.

ASIC has granted the responsible entity relief from these requirements, in relation to the Scheme, which
enables it to hold application monies for up to eighty days before units are issued.
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7 Interests in controlled entities

Newco SLV Limited

Effective 31 March 2011, the Scheme sold its remaining investment in Newco SLV Limited (93.1% of the
issued shares in Newco SLV Limited) to a related party being Lighthouse Diversified Fund Limited (LDF). The
shares were sold at 84% of the issued net asset value of Newco SLV Limited as at 31 December 2010.

LDF is a related party of the Scheme as its manager Lighthouse Investment Partners, LLC is a subsidiary of
HFA Holdings Limited, the ultimate parent entity of the Scheme’s responsible entity. However, the terms
and conditions of the sale to LDF were no more favourable than those available, or might reasonably be
expected to be available, on similar sale to non related parties on an arm’s length basis.

The realised loss on the disposal of Newco SLV Limited has been accounted for in line with the Scheme’s
accounting policy at Note 3(b)(ii).

Accordingly, effective 31 March 2011, Newco SLV Limited is no longer a controlled entity of the Scheme.

Effect of relinquishing a direct controlling interest in Newco SLV Limited

Relinquishing control of Newco SLV Limited has the following effect on the Consolidated Entity's assets and
liabilities:

Newco SLV Limited net assets at 31 March 2011 Fair value
$’000

Participation interest in the redeeming investor portfolio 49,419,896
Payables (30,155)
Net Assets 49,389,741
Amount attributable to unitholders of subsidiary (49,389,741)

Interest in Newco SLV Limited subsequent to relinquishment of control -

The contribution of the controlled entity’s profits to the results of the Consolidated Entity up to the point of
relinquishing control has no effect on the results of the Consolidated Entity, as the investment in the
controlled entity was measured at fair value through profit or loss. As such, the recognition of any revenue
or loss within the controlled entity had already been reflected in the Consolidated Entity as a whole.

Consistent with the above, if the change in control had occurred at 1 July 2010, there would be no effect
on the Scheme’s revenue or the change in the net assets attributable to unitholders.
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7 Interests in controlled entities (continued)

HFA Enhanced Diversified Investments Fund

Following the decision to wind up the HFA Enhanced Diversified Investments Fund via a resolution of its
Trustee, the final redemption proceeds were paid out to the Scheme in the form of both cash proceeds
and a payment “in kind” via a transfer of the remaining underlying assets consisting of the holdings in
Newco SLV Limited and the LDF SLV SPC and certain other remaining receivables including both interest
and GST recoverable.

Accordingly, effective 31 October 2010, EDIF is no longer a controlled entity of the Scheme.

Effect of relinquishing controlling interest in HFA Enhanced Diversified Investments Fund

Relinquishing control of HFA Enhanced Diversified Investments Fund has the following effect on the
Consolidated Entity’s assets and liabilities:

HFA Enhanced Diversified Investments Fund net assets as at 31 October 2010 Fair Value
$'000

Cash 21,233
Receivables 16,511
Newco SLV Limited 53,092
LDF SLV 4,440
Payables (126)
Net Assets 95,150
Amount attributable to unitholders of subsidiary (95,150)

Interest in HFA Enhanced Diversified Investments Fund subsequent to relinquishment of
control -

The contribution of the controlled entity’s profit to the results of the Consolidated Entity up to the point of
relinquishing control had no effect on the results of the Consolidated Entity, as the investment in the
controlled entity was measured at fair value through profit or loss. As such, the recognition of any revenue
or loss within the controlled entity had already been reflected in the Consolidated Entity as a whole.

Consistent with the above, if the change in control had occurred at 1 July 2010, there would be no effect
on the Scheme’s revenue or the change in net assets attributable to unitholders.
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8 Financial assets held at fair value through profit or loss

Consolidated Parent
2011 2010 2011 2010
$'000 $'000 $'000 $'000

Designated at fair value through profit or loss
Special liquidating vehicles - 7,513 - 2,388
Participation interest in the redeeming
investor portfolio - 95,379 - -
Listed securities - 7,107 - 7,107
Unlisted managed investment schemes 270,771 277,880 270,771 404,366
Total designated at fair value through profit
or loss 270,771 387,879 270,771 413,861

Units in unlisted managed investment schemes

The Scheme’s investment in the Lighthouse Diversified Fund Limited Class B (LDF), was redeemed effective
30 September 2010. As at 1 October 2010, the majority of the proceeds were reinvested into a newly
established class of the Lighthouse Diversified Fund , being Class F. This class is an Australian denominated
class and as such effective 1 October 2010, the Scheme will no longer need to hedge exposure to foreign
exchange rates in connection with its investment in shares in the Lighthouse Fund.

Accordingly, the hedging arrangements in the form of forward foreign exchange contracts were
substantially removed on 1 October 2010 in line with the redemption and reinvestment into the Australian
denominated class of the underlying fund.

The responsible entity values its investment in the LDF in line with the Scheme’s accounting policy. Refer to
Note 3(b)(iv).

The Trustee of the HFA Enhanced Diversified Investments Fund (a wholly owned subsidiary of the Scheme)
resolved to wind up the Scheme effective 31 October 2010, following the unprecedented volatility in the
global markets and the subsequent deterioration in liquidity conditions of financial markets in the prior
financial years, which lead to limitations in pursuing a leveraged investment strategy.

Following the decision by the Trustee, proceeds were paid out to the Scheme in the form of both cash
proceeds and a payment “in kind” via a transfer of the remaining underlying assets consisting of holdings
in both Newco SLV Limited and the LDF SLV SPC and certain other remaining receivables including both
interest and GST recoverable.

Accordingly, the Scheme relinquished control of the HFA Enhanced Diversified Fund as a result of the wind
up effective 31 October 2010.

Special liquidating vehicles

Effective 31 December 2010, Lighthouse Partners LLC extinguished the remaining shares in the LDF SLV SPC
and as a consequence the proceeds from the extinguishment will be returned to the Scheme. However,
10% of the proceeds from the extinguishment of the shares in the LDF SLV were held back until the
completion of a final audit, at which time these proceeds will be returned. The audit has been completed
and the outstanding proceeds of USD $656,409 were received by the Scheme on 15 July 2011.
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8 Financial assets held at fair value through profit or loss (continued)

Listed securities

Effective 28 April 2011, the Scheme sold its entire share holdings in the listed entity being Signature Capital
Investments Limited. The sale of shares will allow for the Scheme to simplify its investment portfolio and
gain full exposure to the Lighthouse Diversified Fund Limited.

Participation Interest in the redeeming investor portfolio

During the period portions of the participation interest held by Newco SLV Limited were extinguished and
accordingly the Directors of Newco SLV Limited approved capital returns to shareholders in line with the
proceeds received.

Effective 31 March 2011, the Scheme sold its remaining investment in Newco SLV Limited and inherently
the participation interest to a related party being Lighthouse Diversified Fund Limited (LDF). The shares
were sold at 84% of the issued net asset value of Newco SLV Limited as at 31 December 2010.

LDF is a related party of the Scheme as its manager Lighthouse Investment Partners, LLC is a subsidiary of
HFA Holdings Limited, the ultimate parent entity of the Scheme’s responsible entity. However, the terms
and conditions of the sale to LDF were no more favourable than those available, or might reasonably be
expected to be available, on similar sale to non related parties on an arm’s length basis.

As a result, the Scheme will no longer be required to enter into hedging arrangements to hedge the
foreign exchange exposure arising from its investment in Newco SLV Limited. Accordingly, the remaining
hedging arrangements in the form of forward foreign exchange contracts were extinguished on 15 April
2011 upon receipt of the proceeds relating to the sale of Newco SLV Limited.

As a consequence of the sale of the remaining shares in Newco SLV Limited on 31 March 2011, the
Scheme relinquished control of Newco SLV Limited effective 31 March 2011.

9 Financial liabilities held at fair value through profit or loss

Consolidated Parent
2011 2010 2011 2010
$'000 $'000 $'000 $'000

Held for trading
Forward foreign exchange contracts - 13,860 - 10,382

Total financial liabilities held at fair value
through profit or loss - 13,860 - 10,382
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10 Receivables

Consolidated Parent
2011 2010 2011 2010
$'000 $'000 $'000 $'000

Outstanding settlements 613 - 613 -
Pending applications 378 - 378 -
Accrued interest 506 311 506 239
GST recoverable 93 162 93 81
Other receivables - 148 - 148

1,590 621 1,590 468

11 Payables

Consolidated Parent
2011 2010 2011 2010
$'000 $'000 $'000 $'000

Unsettled redemptions 46,993 - 46,993 -
Management fees payable 278 392 278 241
Custody fees payable 40 177 40 117
Audit fees payable 38 92 38 38
Other payables - 104 - 44

47,349 765 47,349 440
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12 Financial risk management

(a) Introduction and overview

 market risk

 credit risk

 liquidity risk

This note presents information about the Scheme's exposure to each of the above risks, the Scheme's
objectives, policies and processes for measuring and managing risk, and the Scheme's management of
capital.

(i)     Risk management framework

The Scheme’s assets principally consist of financial instruments which comprise investments in unlisted
managed investment schemes. It holds these investment assets at the discretion of the responsible entity,
in accordance with its stated investment strategy. The Scheme's investments provide it with exposure to a
diversified portfolio of assets which are spread across approximately fifty (50) specialist international
managers, who employ a number of investment strategies applicable to their selected geographical
segments. The aggregation of these specialist investment strategies aims to have a low correlation with
traditional equity, credit and fixed interest investments, enabling the Scheme to deliver high risk adjusted
returns with lower volatility than equities. 

Divergence from the target asset allocations and the composition of the portfolio is monitored by the
responsible entity on at least a monthly basis. 

The nature and extent of the financial instruments employed by the Scheme and Consolidated Entity are
discussed below. This note presents information about the Scheme’s exposure to each of the above risks,
as well as the Scheme’s objectives, policies and processes for measuring and managing risk.

The responsible entity has overall responsibility for the establishment and oversight of the Scheme’s risk
management framework.

The responsible entity has established an Investment Committee, which is responsible for developing and
monitoring the Scheme’s risk management policies, including those related to its investment activities. The
Scheme’s risk management policies are established to identify and analyse the risks faced by the
Scheme, to set appropriate risk limits and controls, and to monitor risks and adherences to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
Scheme’s activities.

The Investment Committee receives regular risk management reports from the Certitude Investment and
Operations teams. Reports from the Certitude Investment and Operations teams include details of the
controls they have in place to monitor compliance with the Scheme’s investment strategy, training and
personnel management standards and procedures, and details how the Certitude Investment and
Operations teams develop and maintain a disciplined and constructive control environment in which its
employees understand their roles and obligations. The Investment Committee also oversees the
monitoring of compliance with the scheme’s risk management policies and procedures, and reviews the
adequacy of the risk management framework in relation to the risk faced by the Scheme.

(b) Market risk

Market risk is the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market prices. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising return.

(i) Management of market risk

Market risk comprises three types of risk: price risk, foreign currency risk and interest rate risk. Market risk is
managed and monitored using sensitivity analysis, and minimised through ensuring that all investment
activities are undertaken in accordance with established mandates and investment strategies.
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12 Financial risk management (continued)

(b)   Market risk (continued)

(i)     Management of market risk (continued)

The market risk disclosures are prepared on the basis of the Scheme’s and Consolidated Entity’s direct
investments and not on a look through basis for investments held by the Scheme or its subsidiaries.

The sensitivity of the Scheme’s and Consolidated Entity’s net assets attributable to unitholders (and
profit/(loss) before financing costs attributable to unitholders) to price risk, foreign exchange risk and
interest rate risk is measured by the reasonably possible movements approach. This approach is
determined based on management’s best estimate, having regard to a number of factors, including
historical levels of changes in interest rates and foreign exchange rates, historical correlation of the
Scheme’s and Consolidated Entity’s investments with the relevant benchmarks and market volatility.
However, actual movements in the risk variables may be greater or less than anticipated due to a number
of factors, including unusually large market shocks resulting from changes in the performance of the
economies, markets and securities in which the Scheme and Consolidated Entity invests. As a result,
historic variations in the risk variables are not a definitive indicator of future variations in the risk variables.

Net assets attributable to unitholders may include investments in debt and equity securities and related
derivatives. At 30 June 2011, the overall market exposures were as follows:

Consolidated Parent
2011 2010 2011 2010
$'000 $'000 $'000 $'000

Forward foreign exchange contracts - (13,860) - (10,382)
Participation interest in the redeeming
investor portfolio - 95,379 - -
Special liquidating vehicles - 7,512 - 2,388
Listed securities - 7,107 - 7,107
Unlisted managed investment schemes 270,771 277,880 270,771 404,366
Securities designated at fair value through
profit or loss 270,771 374,018 270,771 403,479

(ii) Exposure to price risk

Price risk is the risk that the fair value of the Scheme’s and Consolidated Entity’s investment portfolio will
fluctuate because of changes in market prices, whether those changes are caused by factors specific to
the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in
the market.

Price risk exposure arises from the Scheme's and Consolidated Entity's investment portfolio. The investments
are classified on the Consolidated statements of financial position as at fair value through profit or loss. All
securities investments present a risk of loss of capital. The maximum risk resulting from financial instruments
is determined by the fair value of the financial instruments. 

The Scheme's overall market positions are monitored on a regular basis by the responsible entity. This
information and the compliance with the Scheme's Product Disclosure Statement are reported to the
relevant parties on a regular basis as deemed appropriate such as an Investment Committee, other key
management personnel, compliance committees and ultimately the Board.
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12 Financial risk management (continued)

(b)   Market risk (continued)

(ii)    Exposure to price risk (continued)

Sensitivity analysis - price risk

Consolidated

A 10 per cent increase (2010:10%) in the value of financial assets held at fair value through profit and loss
at the reporting date would have increased the profit/(loss) from operating activities and the net assets
attributable to unitholders by $27,077,025 (2010: $37,401,882); an equal change in the opposite direction
would have decreased the profit/(loss) from operating activities and the net assets attributable to
unitholders by an equal but opposite amount.

Parent

A 10 per cent increase (2010:10%) in the value of financial assets held at fair value through profit and loss
at the reporting date would have increased the profit/(loss) from operating activities by $27,077,025 (2010:
$40,347,963); an equal change in the opposite direction would have decreased the profit/(loss) from
operating activities by an equal but opposite amount.

(iii) Exposure to foreign exchange risk

The foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

The Scheme and Consolidated Entity was exposed to foreign exchange risk via its interests in its US
denominated investments being Lighthouse Diversified Fund Limited Class B, LDF SLV SPC and Newco SLV
Limited. However, these investments have been subsequently redeemed or sold and as such the Scheme
and the Consolidated Entity will have no direct foreign currency risk after 15 July 2011.

However, the 10% hold back of the proceeds from the extinguishment of the shares in the LDF SLV SPC
leaves the Scheme open to foreign exchange risk, as the value of the hold back denominated in US
dollars will fluctuate due to changes in exchange rates. The risk is measured using sensitivity analysis.

Given the immaterial size of the remaining USD exposure via the hold back, the responsible entity
believed that the potential impact on the Scheme and Consolidated Entity was not significant enough to
warrant continued hedging of this amount.

The foreign exchange risk is measured using sensitivity analysis. 

As part of its risk management strategy, the Scheme used forward currency contracts and options to
manage exposures resulting from changes in foreign currencies. The Scheme entered into foreign
exchange contracts and options designed to substantially hedge this exposure.

The Certitude Product and Research teams monitor the Scheme’s currency position on a regular basis
and the Investment Committee reviews it on an at least quarterly basis. 

The foreign exchange risk disclosures have been prepared on the basis of the Scheme’s and
Consolidated Entity’s direct investment and not on a look through basis for investments held indirectly.
Consequently the disclosure of currency risk in the note may not represent the true currency risk profile of
the Scheme and Consolidated Entity as the Scheme and Consolidated Entity have significant investments
in feeder trusts which also have exposure to the currency markets.
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12 Financial risk management (continued)

(b)   Market risk (continued)

(iii)   Exposure to foreign exchange risk (continued)

30 June 2011 Consolidated Parent

All amounts stated in thousands of AUD
AUD

Exposure
USD

Exposure
AUD

Exposure
USD

Exposure

A$'000 A$'000 A$'000 A$'000

Cash and cash equivalents
Financial assets designated at fair value
through profit or loss

60,288 - 60,288 -

Unlisted managed investment schemes 270,771 - 270,771 -
Other receivables 977 613 977 613
Other payables (47,349) - (47,349) -
Gross balance sheet exposure 284,687 613 284,687 613

Net exposure 284,687 613 284,687 613

30 June 2010 Consolidated Parent

All amounts stated in thousands of AUD
AUD

Exposure
USD

Exposure
AUD

Exposure
USD

Exposure

A$'000 A$'000 A$'000 A$'000

Cash and cash equivalents 55,930 - 39,230 -
Deposits held with brokers with margin
Financial assets designated at fair value
through profit or loss

67,730 - 48,220 -

Listed securities 7,107 - 7,107 -
Special liquidating vehicles - 7,513 - -
Unlisted managed investment schemes - 277,880 126,486 277,880
Participation interest in the redeeming
investor portfolio - 95,379 - -

Other receivables 621 - 468 -
Other payables (7,292) - (440) -
Gross balance sheet exposure 124,096 380,772 221,071 277,880

Forward foreign exchange contracts 363,109 (376,969) 271,986 (282,368)
Net exposure 487,205 3,803 493,057 (4,488)

Sensitivity analysis - foreign exchange risk

Consolidated

The AUD:USD exchange rate as at 30 June 2011 was $1.07060 (2010: $0.84465). A 10% percent
strengthening (2010:10%) of the Australian dollar against the US dollar at 30 June 2011 would have
increased the profit/(loss) from operating activities and the net assets attributable to unitholders by
$55,738 (2010: $345,669). A 10 percent depreciation (2010:10%) of the Australian dollar against the US
dollar would have decreased profit/(loss) from operating and the net assets attributable to unitholders
activities by $68,125 (2010: $422,509).
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12 Financial risk management (continued)

(b)   Market risk (continued)

(iii)   Exposure to foreign exchange risk (continued)

Parent

The AUD:USD exchange rate as at 30 June 2011 was $1.07060 (2010: $0.84465). A 10 percent strengthening
(2010:10%) of the Australian dollar against the US dollar at 30 June 2011 would have decreased profit/(loss)
from operating activities and the net assets attributable to unitholders by $55,738 (2010: $190,923). A 10
percent depreciation (2010:10%) of the Australian dollar against the US dollar would have increased the
profit/(loss) from operating activities and the net assets attributable to unitholders by $68,125 (2010:
$233,350).

(iv) Exposure to interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Scheme and Consolidated Entity is exposed to interest rate risk through its holdings of cash and cash
equivalents which include cash on hand and deposits held at call and its term deposits which have
maturities of three months or less.

The majority of cash assets held by the Scheme and the Consolidated Entity are primarily exposed to a
variable interest rate equal to the RBA interbank overnight cash rate. The RBA interbank overnight cash
rate as at 30 June 2011 was 4.75% per annum (2010: 4.50% per annum).

The Scheme held two term deposits at 30 June 2011 of $25 million each which are exposed to fixed
interest rates equal to 5.75% and 5.60% respectively.

Sensitivity analysis - interest rate risk on cash and cash equivalents

Consolidated 

An increase of 100 basis points (2010:100 basis points) in interest rates with all other variables remaining
constant as at the reporting date would have increased the profit/(loss) from operating activities and the
net assets attributable to unitholders by $182,335 (2010: $1,069,599); an equal change in the opposite
direction would have decreased the profit/(loss) from operating activities and the net assets attributable
to unitholders by an equal but opposite amount.

Parent

An increase of 100 basis points (2010:100 basis points) in interest rates with all other variables remaining
constant as at the reporting date would have increased the profit/(loss) from operating activities and the
net assets attributable to unitholders by $182,335 (2010: $874,503); an equal change in the opposite
direction would have decreased the profit/(loss) from operating activities and the net assets attributable
to unitholders by an equal but opposite amount.

(c) Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Scheme, resulting in a financial loss to the Scheme.

At 30 June 2011, the following financial assets were exposed to credit risk, cash and cash equivalents,
unlisted managed investment schemes and receivables. Total carrying amount of financial assets
exposed to credit risk amounted to $332,648,307 (2010: $498,300,252) for the Consolidated Entity and
$332,648,307 (2010: $491,398,257) for the parent entity.

The carrying amounts of the financial assets best represent the maximum credit risk exposure at the end of
the year.
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12 Financial risk management (continued)

(c)   Credit risk (continued)

(i)     Management of credit risk

Credit risk arising on the foreign forward exchange contracts and total return equity swaps was mitigated
by investing in instruments issued by rated counterparties who are major investment banks with current
credit ratings of ‘A- ‘ or better as determined by Standard and Poor’s and Fitch, and 'A2' or better as
determined by Moody’s. The Investment Committee monitor changes to ratings on an ongoing basis.

Credit risk arising on investments in managed investment schemes is mitigated by the managers being
well recognised and having a proven track record of delivering on their stated investment objectives. The
investment manager of the Lighthouse Diversified Fund Limited carries out extensive due diligence on
managers prior to making an investment, and a review is conducted at least annually. Continual
monitoring of the investment manager of the Lighthouse Diversified Fund Limited is also carried out on an
ongoing basis by the responsible entity.

Substantially all of the cash held by the Scheme and Consolidated Entity is held with National Australia
Bank Limited. Bankruptcy or insolvency by National Australia Bank Limited may cause the Scheme’s rights
with respect to the cash held by National Australia Bank Limited to be delayed or limited. The responsible
entity monitors the credit rating and financial position of National Australia Bank Limited on an ongoing
basis. If the credit quality or the financial position of National Australia Bank Limited deteriorates
significantly the Scheme will move cash holdings to another bank.

(d) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities that are settled by delivering cash or another financial asset or that such obligations will
have to be settled in a manner disadvantageous to the Scheme.

(i)     Management of liquidity risk

The liquidity of the Scheme and Consolidated Entity is dependent upon the liquidity of the Scheme’s
direct and indirect investments in the Lighthouse Diversified Fund and associated special liquidating
vehicles, which are dependent on the Lighthouse Fund’s underlying investments.

The Scheme's Product Disclosure Document provides for the monthly application and redemptions of units
and it is therefore exposed to the liquidity risk of meeting unitholder redemptions(1). Liquidity levels are
maintained to satisfy usual levels of demand. Redemptions are usually processed and paid within one
month after a redemption day, being the last business day of each calendar month.

Separately, the responsible entity monitors current cash balances and projects future cash flow
requirements on an on-going basis to ensure the Scheme can continue to meet normal operating cash
flow requirements. Where the responsible entity considers that additional cash reserves may be required
the responsible entity will partially redeem a portion of its investment holdings.
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12 Financial risk management (continued)

(d)   Liquidity risk (continued)

(i)     Management of liquidity risk (continued)

Maturity analysis for financial liabilities

The table below analyses the Scheme and Consolidated Entity's financial liabilities, into relevant maturity
groupings based on the remaining period at the statement of financial position date to the contractual
maturity date. The amounts in the table are the contractual undiscounted cash flows. 

2011 Less than 1
month

1-3 months 3-12 months 12 - 60 months

$'000 $'000 $'000 $000
Consolidated
Payables - 47,349 - -
Payable to external shareholders of a
subsidiary

- - - -

Net assets attributable to unitholders(1) - 285,300 - -
Total financial liabilities - Contractual
cash flows (excluding gross settled
derivatives) - 332,649 - -

2011 Less than 1
month

1-3 months 3-12 months 12 - 60 months

$'000 $'000 $'000 $'000
Parent
Payables - 47,349 - -
Net assets attributable to unitholders(2) - 285,300 - -
Total financial liabilities - Contractual
cash flows (excluding gross settled
derivatives) - 332,649 - -

(1) Since the implementation of the quarterly redemptions with 30 calendar days notice period, the responsible entity

has been working with the underlying fund manager being Lighthouse Investment Partners, LLC to restore the

Scheme, in so far as possible to its pre GFC status. As such, the Scheme has been able to remove the Scheme’s

remaining redemption conditions applied at 1 July 2010 and reinstate monthly redemptions.

Unitholders are able to redeem units on a monthly basis with a 91 calendar day notice period, with the first

redemption day being 30 June 2011. The next redemption day under the new terms will be 30 September 2011 and

monthly thereafter with the same 91 calendar day notice period.
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(d)   Liquidity risk (continued)

(i)     Management of liquidity risk (continued)

2010 Less than 1
month

1-3 months 3-12 months 12 - 60 months

$000 $'000 $'000 $'000
Consolidated
Payables - 714 - -
Payable to external shareholders of a
subsidiary

- 6,578 - -

Net assets attributable to unitholders(2) - - 220,931 270,026
Total financial liabilities - Contractual
cash flows (excluding gross settled
derivatives) - 7,292 220,931 270,026

Parent
Payables - 440 - -
Net assets attributable to unitholders(1) - - 220,931 270,026
Total financial liabilities - Contractual
cash flows (excluding gross settled
derivatives) - 440 220,931 270,026

(2) Effective 1 July 2010, the responsible entity resolved that the Scheme was again considered liquid as defined in the

Corporations Act, and the Scheme would recommence accepting redemptions, subject to certain conditions to

ensure the continued liquidity of the Scheme and the fair and equitable treatment of all unitholders.

Unitholders were able to redeem units on a quarterly basis with a 30 calendar day notice period, however until further

notice the funds available for each quarterly redemption will be generally limited to 10-15% of the Scheme’s net asset

value.

The first redemption day, was 30 September 2010, with the maximum redemption amount available being 15% of the

Scheme’s net asset value.
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(e) Estimation of fair values of financial assets and financial liabilities

For the years ended 30 June 2011 and 30 June 2010, the Scheme did not determine the fair values of any
of its financial assets and financial liabilities using valuation techniques. The fair values of the Scheme’s
financial assets and liabilities for the years then ended were determined directly, in full or in part, by
reference to quoted prices that were available from the respective investment managers and/or
administrators. For the majority of its investments, the Consolidated Entity relies on information provided by
independent pricing services for the valuation of its investments.

Newco SLV Limited (a controlled entity of the Scheme during the year) records its participation interest in
the redeeming investor portfolio of Lighthouse Diversified Fund Limited at fair value, as determined by the
investment manager of the Lighthouse Diversified Fund Limited. However, the investment manager and/or
administrator of the Lighthouse Diversified Fund Limited, may adopt alternative methods of valuation in
relation to any particular asset or liability if the investment manager determines that the alternative
method of valuation provides a more accurate fair valuation of the participation interests in the
redeeming investor portfolio of Lighthouse Diversified Fund Limited.

As noted above in Note 8 Financial assets held at fair value through profit or loss, the responsible entity
performed a review of the features and the restrictions that apply to each specific investment exposure of
the underlying assets of the Consolidated Entity’s investment in the participation interest in the redeeming
investor portfolio and the responsible entity felt that it was prudent to apply a more conservative valuation
methodology effective from 31 December 2010 as this treatment provided a more accurate fair valuation
of the assets of the Scheme. 

The methods and assumptions used in estimating the fair value of financial instruments are disclosed in
Note 3(b).
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(f) Valuation of financial instruments

The Scheme's accounting policy on fair value measurements is discussed in note 3)a)(iv).

The Scheme measures fair values using the following fair value hierarchy that reflects the significance of
the inputs used in making the measurements:

 Level 1: Quoted price (unadjusted) in an active marlet for an identical instrument.

 Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly
(i.e. derived from prices). This category includes instruments valued using: quoted prices in active
markets for similar instruments; quoted prices for identical or similar instruments in markets that are
considered less than active; or other valuation techniques for which all significant inputs are directlu or
indirectly observable market data.

 Level 3: Valuation techniques using significant unobservable inputs. This category includes all
instruments for which the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument’s valuation. This category includes
instruments that are valued based on quoted prices for similar instruments for which significant
unobservable adjustments or assumptions are required to reflect differences between the instruments.

Fair values of financial assets and financial liabilities that are traded in active markets as based on quoted
prices or dealer price quotations. For all other financial instruments the Scheme determines fiar values
using valuation techniques. Valuation techniques include net present value and discounted cash flow
models, comparison to similar instruments for which observable prices exist, Black-Scholes, binomial or
trinomial option pricing models and other valuation models. Assumptions and inputs used in valuation
techniques include risk-free and benchmark interest rates, credit spreads and other premia used in
estimating discount rates, bonds and equity prices, foreign currency exchange rates, equity and equity
index prices and expected price volatilities and correlations. The objective of valuation techniques is to
arrive at a fair value determination that reflects the price of the financial instrument at the reporting date
that would have been determined by market participants acting at arm’s length.

The responsible entity uses widely recognised valuation models for determining the fair value of common
or more simple financial instruments such as interest rate and currency swaps that use only observable
market data and require little management judgement and estimation. Observable prices and model
inputs are usually available in the market for listed debt and equity investments, exchange traded
derivatives and simple over the counter derivatives, e.g. interest rate swaps.

Availability of market prices and model inputs reduces the need for management judgement and
estimation and also reduces the uncertainty associated with determination of fair values. Availability of
observable market prices and inputs varies depending on the product and markets and is prone to
changes based on specific events and general conditions in the financial markets.

For more complex instruments the responsible entity uses proprietary valuation models, which usually are
developed from recognised valuation models. Some or all of the significant inputs to these models may
not be observable in the market, and are derived from market prices or rates or are estimated based on
assumptions. Examples of instruments involving significant unobservable inputs include certain over the
counter derivatives, credit default swaps and certain securities for which there is no active market. 
Valuation models that employ significant unobservable inputs require a higher degree of management
judgement and estimation are usually required for selection of an appropriate valuation model to be
used, determination of probability or counterparty default and selection of appropriate discount rates.

The responsible entity has established a control framework with respect to the management of fair values.
Specific controls include: verification of observable pricing inputs and reperformance of model
valuations; calibration and back testing of models against observable market transactions; analysis and
investigation of significant valuation movements; review of significant unobservable inputs and valuation
adjustments; and reporting of significant valuation issues to the board of directors.
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(f) Valuation of financial instruments (continued)

The table below analyses financial instruments measured at fair value at the end of the reporting period
by the level in the fair value hierarchy into which the fair value measurement is categorised: 

Consolidated - 30 June 2011 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Financial assets
Financial assets designated at fair value
through profit or loss at inception:

Unlisted managed investment schemes - - 270,771 270,771
Total - - 270,771 270,771

Parent - 30 June 2011 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Financial assets
Financial assets designated at fair value
through profit or loss at inception

Unlisted managed investment schemes - - 270,771 270,771
Total - - 270,771 270,771

Consolidated - 30 June 2010 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Financial assets
Financial assets designated at fair value
through profit or loss at inception:

Special liquidating vehicles - - 7,513 7,513
Listed equities 7,107 - - 7,107
Unlisted managed investment schemes - - 277,880 277,880
Participating interest in redeeming
investor portfolio - - 95,379 95,379

Total 7,107 - 380,772 387,879

Financial liabilities
Financial liabilities held for trading
Forward foreign exchange contracts - 13,860 - 13,860

Total - 13,860 - 13,860
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(f) Valuation of financial instruments (continued)

Parent - 30 June 2010 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Financial assets
Financial assets designated at fair value
through profit or loss at inception:

Special liquidating vehicles - - 2,388 2,388
Listed equities 7,107 - - 7,107
Unlisted managed investment schemes - - 404,366 404,366

Total 7,107 - 406,754 413,861

Financial liabilities
Financial liabilities held for trading:

Forward foreign exchange contracts - 10,382 - 10,382
Total - 10,382 - 10,382

The value of the listed equities held by the Scheme is quoted in an active market. The valuation is
determined by reference to the share price quoted on the Australian Stock Exchange. Therefore, these
instruments are classified in level 1 of the fair value hierarchy.

The forward foreign exchange contracts entered into by the Scheme to substantially hedge the exposures
to changes in foreign currencies are over the counter derivatives. The contracts are not generally traded
in an active market as they are subject to transfer restrictions. However the values of the contracts are
based on prevailing foreign exchange rates. Therefore, these instruments are classified as Level 2 within
the fair value hierarchy.

The value of the Scheme’s interest in the special liquidating vehicles are not quoted in an active market.
The valuations are determined by reference to quoted prices that are available from the investment
managers and/or administrators of the vehicles. The value of the participation Interests in the redeeming
investor portfolios that these special liquidating vehicles hold, are not publicly available as the investment
managers and/or administrators may adopt an alternative method of valuation adjusted to reflect
liquidity of some of the investments. Therefore, these instruments are classified within Level 3 of the fair
value hierarchy.

The value of the participation interest in the redeeming investor portfolio is not quoted in an active
market. The valuations determined by reference to quoted prices that are available from the investment
managers and/or administrators of the underlying funds to which the participation interest is linked.
However, the investment manager and/or administrator of the Lighthouse Diversified Fund Limited may
adopt an alternative method of valuation adjusted to reflect the liquidity of some of the investments.
Therefore, these instruments are classified within Level 3 of the fair value hierarchy.

The value of the units held by the Scheme in the unlisted managed investment Schemes are not quoted in
an active market. The valuation is determined by reference to quoted prices that are available from the
investment managers of the underlying fund. The underlying investments of the underlying fund are
represented by but not limited to quoted equities and over the counter instruments, however the specifics
of which is not publicly available as this information is of a proprietary nature to the investment manager
of the underlying fund. Therefore, these instruments are classified within Level 3 of the fair value hierarchy.
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(f) Valuation of financial instruments (continued)

Reconciliation of level 3 fair value movements as at 30 June 2011 by class of financial asset

The following table shows a reconciliation from beginning balance to the ending balance for fair value
measurements in Level 3 of the fair value hierarchy:

Consolidated 

Fair value
through profit

or loss
$'000

1 July 2010 380,772
Total gains or losses recognised in:
Statement of comprehensive income (16,388)
In other comprehensive income -
Purchases 624,627
Settlements (689,892)
Foreign exchange translation (28,348)
Transfers to level 3 -

30 June 2011 270,771

Total gains or losses for the year included in profit or loss relating to assets held at the end
of the reporting period: 27,941

Parent

Fair value
through profit

or loss
$'000

1 July 2010 406,754
Total gains or losses recognised in: -
Statement of comprehensive income (2,645)
In other comprehensive income -
Purchases 603,295
Settlements (736,633)
Transfers to level 3 -

30 June 2011 270,771

Total gains or losses for the year included in profit or loss relating to assets and liabilities
held at the end of the reporting period: 27,941

These gains and losses are recognised in the statement of comprehensive income as net gain/(loss) from
financial instruments through profit or loss.

The unlisted managed investment schemes are not listed on any stock exchange and a quoted price in
an active market is not available. The responsible entity estimates the fair value of the Lighthouse
Diversified Investments Fund Limited Class F (LHP) to be $270,770,255, by reference to quoted unit prices
from the investment manager of the underlying funds. The underlying investments of the underlying fund
are represented by but not limited to quoted equities and over the counter instruments, however the
specifics of which are not publicly available as this information is of a proprietary nature to the investment
manager of the underlying fund.
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12 Financial risk management (continued)

(f) Valuation of financial instruments (continued)

Although the Scheme believes that its estimate of fair value is appropriate, the use of a different key input
variable could lead to a different measurement of fair value. For fair value measurements in Level 3,
changing one or more key input variables used to reasonably possible alternative key input variables
would have the following effect on profit or loss:

2011

Consolidated

Favourable
$

(Unfavourable)
$

Unlisted managed investment schemes 27,077,025 (27,077,025)
Total impact on profit or loss 27,077,025 (27,077,025)

Parent
Unlisted managed investment schemes 27,077,025 (27,077,025)
Total impact on profit or loss 27,077,025 (27,077,025)

The favourable and unfavourable effects of using reasonably possible alternative key input variables have
been calculated by recalibrating the model values using expected cash flows and risk adjusted discount
rates. Key inputs and assumptions used in the models at 30 June 2011 include the following:

 the unit price of the LHP increased or decreased by 10% which would have a favourable or

unfavourable impact on the fair value respectively.

2010

Consolidated
Favourable

$
(Unfavourable)

$

Special liquidating vehicles 751,269 (751,269)
Participation interest in the redeeming investor portfolio 7,537,895 (7,537,895)
Unlisted managed investment schemes 27,787,990 (27,787,990)
Total impact on profit or loss 36,077,154 (36,077,154)

Parent
Special liquidating vehicles 238,820 (238,820)
Unlisted managed investment schemes 27,787,990 (27,787,990)
Total impact on profit or loss 28,026,810 (28,026,810)

The favourable and unfavourable effects of using reasonably possible alternative key input variables have
been calculated by recalibrating the model values using expected cash flows and risk adjusted discount
rates. Key inputs and assumptions used in the models at 30 June 2010 include the following:

 the unit price of the LHP increased or decreased by 10% which would have a favourable or

unfavourable impact on the fair value respectively.

 The unit price of the special liquidating vehicle being the LDF SLV SPC increased or decreased by

10% which would have a favourable or unfavourable impact on the fair value respectively.

 The unit price of the Participation interest in the redeeming investor portfolio increased or decreased

by 10% which would have a favourable or unfavourable impact on the fair value respectively.
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13 Related party transactions

Parent entities

The parent entity within the group is HFA Diversified Investments Fund.  

Subsidiaries

Interests in subsidiaries are set out in Note 14.

Responsible entity

The responsible entity of HFA Diversified Investments Fund is Certitude Global Investments Limited (ABN 25
082 852 364), whose ultimate parent entity is HFA Holdings Limited (ABN 47 101 585 737).

Key management personnel

(a) Directors

Key management personnel includes persons who were directors of Certitude Global Investments Limited
at any time during the year as follows: 

Mr F P Andy Esteban (Appointed 7 May 2010)
Ms Amber Stoney (Appointed 11 June 2010)
Mr Peter Coates (Appointed 29 September 2009)
Mr Ray Kellerman (Appointed 7 May 2010)
Mr Craig Mowll (Appointed 16 September 2010)

(b) Other key management personnel

The Scheme and the Consolidated Entity do not employ personnel in its own right. However, the
responsible entity manages the activities of the Scheme and therefore the responsible entity is considered
to be key management personnel.

Key management personnel unitholdings

At 30 June 2011 no key management personnel held units in the consolidated entity (2010: Nil).

Key management personnel loan disclosures

The Scheme and the Consolidated Entity has not made, guaranteed or secured, directly or indirectly, any
loans to the key management personnel or their personally related entities at any time during the year.

Other transactions within the Consolidated Entity

Effective 31 March 2011, the Scheme sold its remaining investment in Newco SLV Limited to a related
party being Lighthouse Diversified Fund Limited (LDF). The shares were sold at 84% of the issued new asset
value of Newco SLV Limited as at 31 Decemeber 2010.

LDF is a related party of the Scheme as its manager Lighthouse Investment Partners, LLC is a subsidiary of
HFA Holdings Limited, the ultimate parent entity of the Scheme’s responsible entity. However, the terms
and conditions of the sale to LDF were no more favourable than those available, or might reasonably be
expected to be available, on a similar sale to non related parties on an arm’s length basis.

As a consequence of the sale of the remaining shares in Newco SLV Limited on 31 March 2011, the
Scheme relinquished control of Newco SLV Limited effective 31 March 2011.

From time to time directors of HFA Diversified Investments Fund, or their director related entities, may invest
in or withdraw from the Scheme. These investments or withdrawals are on the same terms and conditions
as those entered into by other Scheme investors and are trivial in nature.
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Other than the above, no other key management personnel of the responsible entity has entered into a
material contract with the Scheme since the end of the previous financial period and there were no
material contracts involving director’s interests subsisting at year end.

Responsible entity’s fees and other transactions

Under the terms of the Scheme Constitution, the responsible entity is entitled to receive management fees
and performance fees.

Consolidated Parent
2011 2010 2011 2010

$ $ $ $

Management fees charged for the year by the
responsible entity 3,816,310 5,467,250 3,296,102 2,299,187

Management fees payable to the Responsible Entity 278,435 392,070 278,435 240,570

Where the Scheme or its controlled entities invests in another product also managed by the responsible
entity, and the responsible entity receives management fees from that other product, the responsible
entity provides a rebate to the Scheme to ensure there is no duplication of fees incurred by the Scheme.

14 Consolidated entities

Parent and ultimate controlling party

During the year ended 30 June 2011, the Consolidated Entity’s structure is as follows:

Parent Entity

HFA Diversified Investments Fund

Significant subsidiaries 2011 2010 
Ownership

interest
Ownership

interest 

Significant subsidiaries
% % 

HFA Enhanced Diversified Investments Fund(1) - -
Newco SLV Limited(2) - 93.10

(1)The Trustee of the HFA Enhanced Diversified Investments Fund (a wholly owned subsidiary of the Scheme) resolved

to wind up the Scheme effective 31 October 2010, following the unprecedented volatility in the global markets and

the subsequent deterioration in liquidity conditions of financial markets in the prior financial years, which lead to

limitations in pursuing a leveraged investment strategy.

Following the decision by the Trustee, proceeds were paid out to the Scheme in the form of both cash proceeds and

a payment “in kind” via a transfer of the remaining underlying assets consisting of holdings in both Newco SLV Limited

and the LDF SLV SPC and certain other remaining receivables including both interest and GST recoverable.

(2)Effective 31 March 2011, the Scheme sold its remaining investment in Newco SLV Limited to a related party being

Lighthouse Diversified Fund Limited (LDF). The shares were sold at 84% of the issued net asset value of Newco SLV

Limited as at 31 December 2010.

LDF is a related party of the Scheme as its manager Lighthouse investment Partners, LLC is a subsidiary of HFA Holdings

Limited, the ultimate parent entity of the Scheme's responsible entity. However, the terms and conditions of the sale

to LDF were no more favourable than those available, or might reasonably be expected to be available, on a similar

sale to non related parties on an arm's length basis.

As a consequence of the sale of the remaining shares in Newco SLV Limited on 31 March 2011, the Scheme

relinquished control of Newco SLV Limited effective March 2011.
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15 Reconciliation of net cash inflow/(outflow) from operating activities

Consolidated Parent
2011 2010 2011 2010
$'000 $'000 $'000 $'000

(a) Reconciliation of net cash
inflow/(outflow) from operating activities
Increase/(decrease) in net assets
attributable to unitholders 40,748 60,568 40,483 60,651
Net proceeds/payments from sale/purchase
of financial instruments held at fair value
through profit or loss 141,384 160,135 171,118 169,236
Net change in deposits held with brokers 48,220 3,366 48,220 (6,124)
Net change in accrued income and
prepaid expenses (126) 450 (280) 408
Net change in accounts payable and
accrued liabilities (393) (2,329) (84) (110)
Net foreign exchange gain/(loss) (1,572) 1,129 (1,672) (325)
Net gains/(losses) on financial instruments
held at fair value through profit or loss (37,630) (61,309) (37,350) (59,040)
Net cash inflow/(outflow) from operating
activities 190,631 162,010 220,435 164,696

(b) Components of cash and cash
equivalents
Cash as at the end of the year as shown in
the statements of cash flows is reconciled to
the statements of financial position as
follows:
Cash and cash equivalents 60,288 55,930 60,288 39,230
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16 Events occurring after the reporting period

Effective 15 July 2011, the outstanding 10% hold back of the final proceeds from the extinguishment of the
remaining shares in the LDF SLV SPC being USD $656,409, were returned to the Scheme.

Effective 30 September 2011, the responsible entity will implement a mandatory cash redemption of the
remaining units in the unhedged retail and wholesale classes following the responsible entity determining
that it was in the best interests of investors to close these classes, due to the ongoing administration and
operational costs of the classes.

Additionally, the sole investor of the hedged institutional 2 class has submitted several redemption
requests subsequent to balance date equating to a redemption in full of the total units on issue within the
class. As a result, the final redemption of the remaining units in the class will take effect 30 November 2011.
The net asset value of the hedged institutional 2 class as at 30 June 2011 was $31.9 million.

Since 30 June 2011, significant volatility in the global markets has had an impact on the value of the
Scheme’s investment. For the most up to date performance impact refer to the Scheme’s latest
performance report at www.certitudeglobal.com.au. Any impact on the Scheme has not been
recognised in the 30 June 2011 financial statements.

Other than the above, no other significant events have occurred since the end of the reporting period
which would impact on the financial position of the Scheme and Consolidated Entity disclosed in the
statements of financial position as at 30 June 2011 or on the results and cash flows of the Scheme and
Consolidated Entity for the reporting period ended on that date.

17 Contingent assets and liabilities and commitments

There are no outstanding contingent assets or liabilities as at 30 June 2011.
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