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Welcome to the Annual Report for the Australian Masters Yield Fund No 5 Limited (‘AMYF5’ or the ‘Company’) for the 

financial year ended 30 June 2017 (FY17). The Company is part of the Australian Masters Yield Fund Series (‘AMYF Series’ 

or ‘the Funds’). 

 

Overview 

 

At 30 June 2017, the Company remained invested in six different fixed income securities issued by Australian and 

international companies, with a face value totalling $56.7 million.  

 

The table below outlines the holdings of the Company at 30 June 2017. 

 

ISSUER TYPE CALL DATE MATURITY FACE VALUE 

Anglo American Senior Bond   27-Nov-18 $10,500,000 

IAG Subordinated Debt* 19-Mar-19 19-Mar-40 $3,000,000 

Lend Lease Senior Bond   13-May-20 $22,500,000 

Mirvac Finance Senior Bond   18-Sep-20 $10,000,000 

Praeco Senior Bond   28-Jul-20 $4,710,000 

Sydney Airports Capital Indexed Bond   20-Nov-20 $6,000,000 

     

*Floating rate investment.     
 

The profit of the Company after providing for income tax amounted to $2,889,704 (2016: $2,447,894). The net asset 

value per share of the Company at 30 June 2017 was $60.19 (30 June 2016: $74.85). The earnings per share (EPS) was 

calculated as $2.86 (2016: $2.42).  

 

During the year, the Company paid three fully franked dividends of $0.71 (August 2016), $0.54 (November 2016) and 

$0.60 (March 2017) and an unfranked dividend of $0.42 (June 2017). The Company made a capital return during the 

period of $15.25 per share in June 2017. As at 30 June 2017 the Company has returned $39.63 per share of capital to 

shareholders.  

 

Subsequent to June 30 2017, the Company announced a dividend of $0.69, franked at 60%, which was announced and 

expected to be paid on 28 August 2017. 

 

Company activity 

 
During the year, hybrid securities issued by ANZ Banking Group September 2023 and March 2024, National Australia 

Bank March 2021 and December 2022 and Westpac Banking Corporation March 2021 were sold by the manager. 

All fixed income securities held within the portfolio of AMYF5 continue to perform as expected, and pay 

coupons/dividends accordingly.  

Global market summary 

Global equity markets performed strongly over the year to 30 June 2017 (FY17). In part this was boosted by improving 

economic data across key regions, stimulus in China, and hopes of a more pro-business policy agenda in the United 

States (US). The MSCI World Index was up 24% in US dollar (USD) terms over the financial year. Improving central bank 

outlooks, a positive outlook for inflation, and improved corporate earnings over the second-half of the year fuelled 

investor enthusiasm for higher-risk assets as prices rose and credit spreads contracted. There were volatile periods, with 

politics dominating the news headlines.   
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The year began in the aftermath of the Brexit vote (23 June 2016), US voters went to the polls on 8 November, French 

presidential elections were held on 23 April and 7 May, and the British Prime Minister surprised her electorate by calling 

a snap election for 8 June. In each case the final distribution of votes was far from consensus expectations. The election 

of Donald Trump as US President, the support for far-left candidate Marine La Pen (running with anti-immigration and 

anti-EU policies) in the French elections, and the failure of the British Conservative party to hold onto a majority in the 

UK election surprised both political commentators and investment markets. 

Despite the political instabilities, the US economy improved over FY17. GDP growth was 2.1%, unemployment continued 

to fall – ending at 4.4% – and business conditions, as measured by the Institute of Supply Management (ISM) Index, rose 

to 57.8 (from 52.8 at 30 June 2016). Positive momentum was due in part to the post-financial crisis recovery and an 

upbeat business outlook following the US election of Donald Trump. Inflation (1.6% year-on-year, compared with 1.0% 

at 30 June 2016) continued to increase, although more recent data indicates that reaching the US Federal Reserve’s 

Open Market Committee (FOMC) target of 2% will take longer than previously anticipated. The FOMC raised the federal 

funds target rate range three times during FY17 (at meetings in December, March and May) to a range of 1.00% to 

1.25%. On all three occasions, the market expected rate rises as FOMC members had duly foreshadowed the increases. 

FOMC members are currently signalling a further rate rise in 2017 and several in 2018. Fixed income markets, however, 

are less confident about this interest rate trajectory due to recent weak inflation data. Recently, a key focus was the 

FOMC’s 14 June announcement where confirmation of balance sheet normalisation later this year was provided. 

In Europe, the European Central Bank (ECB) kept its deposit rate at -0.4% throughout the year, despite improving GDP 

growth (2.2% for FY17), declining unemployment (from 10.1% to 9.1% from 30 June 2016 to 30 June 2017) and mildly 

positive inflation. The ECB’s asset purchase plan (an additional €60 billion of bonds per month) is still intended to run 

until the end of December 2017. However, attention was focused on a presentation on June 27, when Mario Draghi, 

President of the ECB commented that the ECB would move to adjust rates and their rate of asset purchases when the 

eurozone moved from disinflation to inflation, which he indicated had already happened. These comments had an 

instant impact in both bond and equity markets as participants absorbed the implication that the ECB would soon begin 

to transition away from its long-standing and highly accommodative position. 

At 30 June 2016, over US$10 trillion of sovereign bonds were trading at negative yields. Key short-duration bonds 

continued to be priced at negative yields in Germany, Switzerland and Japan, although longer duration (i.e. 10-year) 

bonds, issued by the same countries with the exception of Switzerland (-0.02%), are now priced at positive yields: 

Germany (0.47%); and Japan (0.09%). US 10-year government bond yields began the year at 1.47% and peaked at 

approximately 2.60% in December, and again in March, on the back of a stronger US economic outlook and FOMC rate 

rises. By the end of FY17, however, they had drifted back to 2.30% as both the outlook for inflation and the impact of 

Trump’s policies (or lack-there-of) disappointed markets. The US yield curve steepened marginally over the period, from 

0.89% to 0.92% between the two- and ten-year section of the curve. 

 

Domestic market summary 

The Reserve Bank of Australia (RBA) maintained an accommodative monetary policy stance throughout FY17. It lowered 

the cash rate in August 2016 by 25 basis points (bps) from 1.75% to a record low of 1.50%. This was in response to low 

levels of inflation, moderate global economic growth, mixed labour market indicators, and weak fixed asset investment. 

Although Interest rate futures had implied a high probability of further RBA cuts prior to the end of the 2016 as global 

growth prospects improved this was quickly reversed. 

The Australian dollar (AUD) appreciated 3.2% against the USD over FY17, trading between US$0.75 and US$0.77 for 

most the year. The AUD did dip to US$0.72 in December/January as the outlook for the US economy, relative to that of 

Australia’s, peaked with the first Trump administration announcements and increasing US rates. 

Australian bond prices declined in FY17, as the potential for further rate cuts dissipated. Bond yields at the short end of 

the yield curve were pinned by RBA rates and did not follow US yields higher. However, longer term (i.e. 10-year) 

Australian government bonds followed global long-term bond yields higher, increasing from 1.98% at 30 June 2016 to 

2.60% at 30 June 2017, peaking at 2.98% in March.   

Australian credit spreads, as measured by the additional average yield that companies in the iTraxx index are required 

to pay, over government yields, ended the fiscal year 0.50% narrower, at 0.77%. Spreads generally reflected the 

declining levels of corporate risk as global economic indicators and commodity prices improved and expectations of 

more robust corporate earnings were priced in.  
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The Bloomberg Australian Corporate Bond BBB five-year composite yield moved lower during FY17. After a high of 

4.53% in the second quarter of 2017, on FOMC and US economic enthusiasm, the yield drifted lower into the end of 

the year, finishing at 3.95%. 

 

___________________________ 

Mr Alexander MacLachlan 

Chairman 

 

22 August 2017 
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Unless disclosed below, all the best practice recommendations as set out in the Third Edition of the ASX Corporate 

Governance Principles and Recommendations have been applied for the entire financial year ended 30 June 2017. 

1.  Lay solid foundations for management and oversight 

 

Board roles and responsibilities 

 

The Board is responsible for the overall operation, strategic direction, leadership and integrity of Australian Masters 

Yield Fund No 5 Limited (Company) and, in particular, is responsible for the Company’s growth and profitability. In 

meeting its responsibilities, the Board shall undertake the following functions: 

• providing and implementing the Company’s strategic direction; 

 

• overseeing the Manager’s implementation of the Company’s strategic objectives and monitoring its 

performance; 

• reviewing and overseeing the operation of systems of risk management ensuring that the significant risks facing 

the Company are identified, that appropriate control, monitoring and reporting mechanisms are in place and 

that risk is appropriately dealt with; 

 

• overseeing the integrity of the Company’s accounting and corporate reporting systems, including the external 

audit; 

• ensuring the Board is comprised of individuals who are best able to discharge the responsibilities of directors 

having regard to the law and the best standards of governance; 

 

• reviewing and overseeing internal compliance and legal regulatory compliance; 

 

• ensuring compliance with the Company’s constitution and with the continuous disclosure requirements of the 

ASX Listing Rules and the Corporations Act 2001; 

 

• overseeing the Company’s process for making timely and balanced disclosures of all material information 

concerning the Company; and  

• communicating with, and protecting the rights and interests of, all security holders. 

 

The responsibility for the operation and administration of the Company is delegated, by the Board, to Walsh & Company 

Asset Management Pty Limited (Manager) as set out in the Board Policy and the Management Agreement. The Board 

ensures the Manager is appropriately qualified and experienced to discharge its responsibilities. The Manager will be 

responsible for implementing the Company’s strategic objectives and operating within the risk appetite as set out within 

the Investment Guidelines. 

Appointment of directors 

The Company has adopted a formal process to ensure that appropriate checks are undertaken before appointing a 

person, or putting forward to security holders a candidate for election as a director. The Company has outsourced part 

of this function to an external service provider, which specialises in completing background checks, to verify the 

candidate’s experience, education, criminal record and bankruptcy history. 

 

Upon proposing a candidate for election or re-election as a director, the Company provides security holders with all the 

relevant material information in its possession to allow security holders to make an informed decision on whether or 

not to elect or re-elect the candidate. This information will generally include: 
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� biographical details of the candidate, including their qualifications, experience and skills which may be relevant 

to the Board of the Company; 

� details of any current or past directorships held by the candidate. 

Each Director of the Company receives a formal appointment letter outlining their terms of employment, 

responsibilities, conditions and expectations of their engagement.  

 

Role of the company secretary 

The Company Secretary of the Company is directly accountable to the Board, through the Board Chairperson on all 

matters to do with the proper functioning of the Board. This includes: 

 

� advising the Board on governance matters; 

 

� circulating to the Board all board papers in advance of any proposed meeting; 

 

� ensuring that the business at board meetings is accurately captured in the minutes; and 

 

� facilitating the induction and professional development of directors. 

 

Diversity 

 

The Company recognises the ASX recommendation with respect to gender diversity and the value add benefits of female 

representation on the board. However, the Board is of the view that given the fixed life of the Fund, the relatively static 

nature of the Company’s portfolio held, the rigid investment strategy and the size of the Company, it is not necessary 

for the Company to adopt a diversity policy or to seek and appoint a female director.  

 

2. Structure the board to add value 

 

Board composition 

 

The Company seeks to maintain a Board of Directors with a broad range of skills. The Company has developed a Skills 

Matrix below which lists the skills that have been identified as the ideal attributes the Company seeks to achieve across 

its Board membership: 

 

� Leadership 

� Industry Knowledge 

� Understanding of the Fixed Income Markets 

� Corporate Governance 

� Financial & Accounting 

� Funds Management 

� Risk Based Auditing & Risk Management 

� Legal 

 

The skills, experience and expertise relevant to the position of each director who is in office at the date of the annual 

report and their term of office are detailed in the Directors’ Report. The names of the directors of the Company during 

the reporting period are: 

Mr Thomas Oliver Kline (Non-Executive Chairman) 

Mr Christopher Matthew Brown (Non-Executive Director) 
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Mr Alexander Gen MacLachlan (Non-Executive Director) 

 

The Company has no executives or executive directors. All directors are associated with the Manager, however the 

Board is of the view that given the relatively static nature of the Company’s portfolio to be held and the rigid investment 

strategy and the size of the Company, it is not necessary for the Company to have any independent directors. 

The Company recognises the ASX Recommendations with respect to establishing audit, risk, remuneration and 

nomination committees as good corporate governance. However, considering the size and nature of the Company, the 

functions that would be performed by these committees are best undertaken by the Board. This is also in line with ASX 

Recommendations which recognise that "the ultimate responsibility of the integrity of a Company's financial reporting 

rests with the full board”. 

The Board will review its view on committees in line with the ASX Recommendations and in light of any changes to the 

size or nature of the Company and, if required, may establish committees to assist it in carrying out its functions.  

At that time the Board will adopt a charter for such committees in accordance with the ASX Recommendations and 

industry best practices. 

It is the Board’s policy to determine the terms and conditions relating to the appointment and retirement of non-

executive directors on a case-by-case basis and in conformity with the requirements of the Listing Rules and the 

Corporations Act 2001. In accordance with the corporate governance policy, directors are entitled to seek independent 

advice at the expense of the Company. Written approval must be obtained from the chair prior to incurring any expense 

on behalf of the Company. 

Performance evaluation 

The Board will review its performance annually by discussion and by individual communication with the Chairman, and 

by reference to generally accepted Board performance standards. The Board and individual directors, including the 

chairperson, were evaluated during the year to 30 June 2017 in accordance with these processes. 

Induction and ongoing professional development  

 

On appointment, the Directors are individually briefed by the Manager and the Management team. Directors are 

entitled to receive appropriate professional development opportunities to develop and maintain the skills and 

knowledge needed to perform their role as Directors effectively.  The Company’s Induction Program is structured to 

enable a new Director to gain an understanding of; the Company’s Investments, the Company’s financial, strategic, 

operational and risk management position, and their rights, duties and responsibilities. 

 

The Company Secretary is responsible for facilitating the induction and ongoing development of all Directors, and where 

necessary, from time to time, will recommend relevant courses and industry seminars which may assist Directors in 

discharging their duties. 

3. Act ethically and responsibly 

 

Code of conduct 

 

Board members and Company officers are made aware of the requirements to follow corporate policies and procedures, 

to obey the law and to maintain appropriate standards of honesty and integrity at all times. In this regard the directors 

have adopted a code of conduct for directors and employees. The code of conduct covers ethical operations, compliance 

with laws, dealings with customers and public officials, conflicts of interest, confidential and proprietary information 

and insider trading. A copy of the code of conduct is available on the Company website under the security holder 

information section. 
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Share trading policy 

 

The Company’s code of conduct provides that no director or employee shall purchase or sell Company securities while 

in possession of material information concerning the Company or such a company that has not previously been generally 

disclosed to the investing public for at least two business days. Nor shall an employee inform any individual or entity of 

any such material information, except in the necessary course of business. 

Directors are required to give prior notice to the chairman of any dealings in Company securities by themselves or their 

associates and to provide particulars of any transactions immediately following execution. The Company Secretary is to 

make the requisite notifications to ASX within two days of each such transaction. 

 

4. Safeguard integrity in corporate reporting 

 

Audit committee 

 

The Company recognises the ASX Recommendation with respect to establishing an Audit Committee as part of good 

corporate governance. However, considering the size of the Company, the functions that would be performed by the 

Committee are best undertaken by the Board. This is also in line with the ASX Recommendations which recognise that 

“the ultimate responsibility of the integrity of a company’s financial reporting rests with the full board”. The Board has 

adopted a policy to independently verify and safeguard the integrity of its corporate reporting including, but not limited 

to, the appointment or removal of the external auditor and the rotation of the audit engagement partner. 

 

5. Making timely and balanced disclosure 

 

Continuous disclosure 

 

All directors have been made aware of the continuous disclosure requirements of the ASX Listing Rules and have been 

provided with a copy of the relevant rules and guidance notes. 

The directors have allocated responsibility to the company secretary to alert the board to any operational or regulatory 

matters, respectively, which they consider may require disclosure to the market under the continuous disclosure 

requirements of the ASX Listing Rules. The directors then consider and approve the form of any such announcement. 

All Company announcements require the approval of the Board with provision for available directors, including the 

chairman, to approve urgent announcements. The Company Secretary is responsible for communication with ASX. The 

chairman is responsible for all media contact and comment. 

The annual report contains a review of operations. 

 

6. Respect the right of security holders 

 

Security holder communication 

 

To promote effective communication with security holders and encourage effective participation at general meetings, 

information is communicated to security holders: 

 

• through the release of information to the market via the ASX; 

 

• through the distribution of the annual report and notices of annual general meeting; 

 

• through security holder meetings and investor relations presentations; and 
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• by posting relevant information on the Company website.  

 

The independent auditor attends the annual general meeting to respond to questions from security holders on the 

conduct of the audit and the preparation and content of the audit report. 

Rights of security holders 

 

The Board of Directors has developed a strategy within its Continuous Disclosure Policy to ensure that security holders 

are informed of all major developments affecting the Company’s performance, governance, activities and state of 

affairs.  This includes having a website to facilitate communication with security holders via electronic methods. Each 

security holder is also provided online access to the Registry to allow them to receive communication from, and send 

communication to, the Company and the Registry. In addition, the Company publishes regular security holder 

communications, such as half-yearly and annual reports and provides security holders with an opportunity to access 

such reports and other releases electronically.   

 

The Board encourages full participation of security holders at the Company’s annual general meeting to ensure a high 

level of accountability and identification with the Company’s strategy. Security holders who are unable to attend the 

Annual General Meeting are given the opportunity to provide questions or comments ahead of the meeting and where 

appropriate, these questions are answered at the meeting. As aforementioned, the external auditor attends the annual 

general meeting of security holders and will be available to answer any questions concerning the conduct, preparation 

and content of the auditor’s report. 

 

7. Recognise and manage risk 

 

Risk management 

 

The Board oversees the risk management process of identification, assessment, monitoring and managing the significant 

areas of risk applicable to the Company and its operations. It has not established a separate committee to deal with 

these matters as the directors consider the size and nature of the Company and its operations to not warrant a separate 

committee at this time. The Board liaises with, and oversees, the Manager in the application of the risk management 

protocols. The Manager is responsible for monitoring the performance and risk parameters of investments and keeping 

the Board apprised of any market and/or Company-specific developments that may impact on the Company’s 

investments.  

In order to evaluate and continually improve the effectiveness of its risk management and internal control processes, 

the Company has adopted a set of Risk Management Guidelines. The Board will annually review the Company’s Risk 

Management Guideline to satisfy itself that the risk management framework continues to be sound. The last review 

took place on 16 August 2016. 

 

The Company does not have a material exposure to sustainability risks. 

 

The Board receives a letter half-yearly from the Company’s external auditor regarding its procedures, and reporting that 

the financial records have been properly maintained and the financial statements comply with the Accounting 

Standards. 

 

The Manager provides declarations required by Section 295A of the Corporations Act 2001 for all financial periods and 

confirms that in its opinion the financial records of the Company have been properly maintained and that the financial 

statements and accompanying notes comply with the Accounting Standards and give a true and fair view of the financial 

position and performance of the Company, based on its review of the internal control systems, management of risk, the 

financial statements and the letter from the Company’s external auditor. 
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Details of the Company’s financial risk management are set out in the notes to the financial statements. 

 

8. Remunerate fairly and responsibly 

 

Remuneration policies 

Due to the relatively small size of the Company and its operations, the Board does not consider it appropriate, at this 

time, to form a separate committee to deal with the remuneration of directors. 

In accordance with the Company’s constitution, each director may be paid remuneration for ordinary services 

performed as a director. Under ASX Listing Rules, the maximum fees payable to directors may not be increased without 

the prior approval from the Company in a general meeting. Directors will seek approval from time to time as deemed 

appropriate. The Company does not intend to remunerate its Directors through an equity based remuneration scheme. 

Under the Company’s constitution, each director may be paid remuneration for ordinary services performed as a 

director. However, Thomas Kline, Christopher Brown and Alexander MacLachlan have agreed not to be paid any 

remuneration for the services they perform as directors.  

Remuneration of the directors during the year ended 30 June 2017 is set out in the Directors’ Report and in the notes 

to the financial statements. 

 

Recognition of legitimate interests of stakeholders 

As detailed above, the Company has adopted a code of conduct which ‘inter alia’ deals with compliance with legal and 

other obligations to legitimate stakeholders. The full code of conduct is available on the Company website under the 

security holder information section. 

 

Other information 

Further information relating to the Company’s corporate governance practices and policies has been made publicly 

available on the Company’s website at www.amyf.com.au.  
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The directors present their report, together with the financial statements, on the company for the year ended 30 June 

2017. 

  

Directors 

The names of the directors in office at any time during, or since the end of the year are: 

  
Mr Alexander MacLachlan – Non-Executive Chairman (appointed Chairman on 19 July 2017) 

Mr Christopher Brown – Non-Executive Director  

Mr Warwick Keneally - Non-Executive Director (appointed on 19 July 2017) 

Mr Thomas Kline – Non-Executive Chairman (resigned on 19 July 2017) 

  
Directors have been in office since the start of the year to the date of this report unless otherwise stated. 

  

Information on directors 

Alexander MacLachlan, BA (Cornell), MBA (Wharton) 

Non-Executive Chairman (appointed Chairman 19 July 2017) 

 

Alex joined Dixon Advisory in 2008 to lead the then newly formed Funds Management division. Alex focused the efforts 

of the Funds Management division on providing retail investors with access to asset classes and investment 

opportunities that would normally only be available to institutional investors. From funds under management of under 

$100 million at the time of his start, Alex has grown the Funds Management division to over $3.2 billion of funds under 

management today, with investments across residential and commercial property, fixed income, private equity, listed 

equities and renewable energy.   

 

Prior to joining the firm, Alex was an investment banker at UBS AG, where he rose to Head of Energy for Australasia. 

During his tenure in investment banking, Alex worked on more than $100 billion in mergers and acquisitions and capital 

markets transactions, advising some of the world’s leading companies.   

 

Alex is currently the Chairman of the Responsible Entity for US Select Private Opportunities Fund Series, Australian 

Property Opportunities Fund Series, Emerging Markets Masters Fund, New Energy Solar Fund, US Masters Residential 

Property Fund and Evans & Partners Global Disruption Fund. Alex is also the Chairman of New Energy Solar Limited 

and a director of Fort Street Real Estate Capital, the Australian Masters Yield Fund Series and Asian Masters Fund 

Limited.   

 

Alex has a Bachelor of Arts from Cornell University and a Masters of Business Administration from The Wharton School, 

University of Pennsylvania. 

 

During the past three years, Alex has acted as either a non-executive director or a director of the responsible entity of 

the following Australian listed public entities: 

- Asian Masters Fund Limited (since 2009) 

- Australian Masters Corporate Bond Fund No 5 Limited (since 2009, delisted 26 August 2016) 

- Australian Masters Yield Fund No 1 Limited (since 2010, delisted 28 July 2017) 

- Australian Masters Yield Fund No 2 Limited (since 2010, delisted 28 July 2017) 

- Australian Masters Yield Fund No 3 Limited (since 2011) 

- Australian Masters Yield Fund No 4 Limited (since 2011) 

- Emerging Markets Master Fund (since 2012) 

- Evans & Partners Global Disruption Fund (since July 2017) 

- Global Resource Masters Fund Limited (since 2008, delisted 11 March 2016) 

- US Masters Residential Property Fund (since 2011) 

- US Select Private Opportunities Fund (since 2012) 

- US Select Private Opportunities Fund II (since 2013) 

- US Select Private Opportunities Fund III (since 2016).  
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Christopher Brown, BChem Eng (Hons) (USyd), BCom (USyd) 

Non-Executive Director 

 

Chris is a director of the Australian Masters Yield Fund Series and serves as Managing Director and Chief Executive 

Officer at Dixon Advisory Australia. 

 

Prior to joining the firm, Chris was an Executive Director at UBS AG in the Investment Banking Division in Sydney. Over 

his eight years at UBS, he provided capital markets and M&A advice to many different public and private companies in 

Australia and overseas. Chris specialised in providing this advice to industrial, utility, infrastructure, property and 

financial companies. Chris spent several years in the UBS Mergers & Acquisitions Group in New York working on 

transactions in chemicals, healthcare, consumer products, media, telecoms, technology, insurance and utilities. 

 

Before joining UBS, Chris also worked in the Investment Banking division of ABN AMRO as well as for a Sydney based 

property funds management company and a chemical engineering and design company. Chris has a Bachelor of 

Chemical Engineering with 1st class honours and a Bachelor of Commerce, both from the University of Sydney. 

 

Chris was appointed as non-executive director on 15 November 2012, and he directly holds 1 and beneficially holds 

100 fully paid ordinary shares in the capital of the Company. 

 

During the past three years, Chris has acted as either a non-executive director or a director of the responsible entity 

of the following Australian listed public entities: 

- Australian Masters Corporate Bond Fund No 5 Limited (since 2009, delisted 26 August 2016) 

- Australian Masters Yield Fund No 1 Limited (since 2010, delisted 28 July 2017) 

- Australian Masters Yield Fund No 2 Limited (since 2010, delisted 28 July 2017) 

- Australian Masters Yield Fund No 3 Limited (since 2011) 

- Australian Masters Yield Fund No 4 Limited (since 2011) 

- US Masters Residential Property Fund (since 2011 until 22 June 2015) 

- US Select Private Opportunities Fund (since 2012 until 23 April 2014). 
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Warwick Keneally, BEc BCom (ANU), CA  

Non-Executive Director (appointed 19 July 2017)   

 

Warwick Keneally is currently Head of Finance at Walsh & Company Asset Management, the funds management 

division of Evans Dixon and Director of Walsh & Company Investments Limited, the Responsible Entity for US Select 

Private Opportunities Fund Series, Australian Property Opportunities Fund Series, Emerging Markets Masters Fund, 

New Energy Solar Fund, US Masters Residential Property Fund and Evans & Partners Global Disruption Fund.     

 

Before joining the firm, Warwick worked in chartered accounting, specialising in turnaround and restructuring. 

Warwick started his career with KPMG, working in their Canberra, Sydney and London offices and has undertaken a 

range of complex restructuring and insolvency engagements across Europe, UK and Australia, for a range of Australian, 

UK, European and US banks.     

 

Warwick has worked with companies and lenders to develop and implement strategic business options, provide advice 

in relation to continuous disclosure requirements, develop cash forecasting training for national firms, and lectured 

on cash management. Among his former roles, Warwick worked on the initial stages of the HIH insolvency as part of 

the key management group tasked with the wind-down of the global estate.      

 

Warwick has a Bachelor of Economics and Bachelor of Commerce from Australian National University and is a Member 

of the Institute of Chartered Accountants in Australia.     

 

Warwick was appointed non-executive director on 19 July 2017 and he holds no share in the capital of the Company.  

 

During the past three years, Warwick has acted as either a director or a non-executive director of the responsible 

entity of the following Australian listed public entities:   

- Australian Masters Yield Fund No 4 Limited (since 19 July 2017)  

- Emerging Markets Masters Fund (since 2017) 

- Evans & Partners Global Disruption Fund (since 2017) 

- US Masters Residential Property Fund (since 2017)  

- US Select Private Opportunities Fund I (since 2017)  

- US Select Private Opportunities Fund II (since 2017) 

- US Select Private Opportunities Fund III (since 2017). 
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Thomas Kline, BCom LLB (Hons) (ANU) 

Non-Executive Chairman (resigned 19 July 2017) 

 

Tom was the inaugural CEO of New Energy Solar (NES), having launched the business in December 2015, in his then 

role as Chief Operating Officer of Walsh & Company. Tom relocated to the US in April 2017 to oversee the operation 

of NES’ portfolio of solar power projects in California and North Carolina, and continue to guide the business' 

investment in North American projects. 

 

Tom has extensive experience in funds management, corporate finance, and mergers and acquisitions, having been 

part of the senior management team at Walsh & Company and Dixon Advisory since 2009. Before joining the firm, Tom 

worked at UBS AG in Sydney. During his time at UBS, he was a member of the Power, Utilities and Infrastructure team 

and advised on a wide range of public and private M&A and capital market transactions. Tom advised some of 

Australia’s leading energy generators and infrastructure players including EnergyAustralia and Transurban. Tom also 

advised energy and utility companies on the proposed introduction of Australia’s federal carbon trading scheme 

(Carbon Pollution Reduction Scheme) and implications for fossil fuel and renewable energy generation. 

 

Tom has a Bachelor of Commerce and Bachelor of Laws (with honours) from Australian National University. 

 

Tom was appointed as non-executive director on 15 November 2012 and non-executive chairman on 28 June 2013, 

and he holds no shares in the capital of the Company. 

 

During the past three years, Tom has acted as either a non-executive director or a director of the responsible entity of 

the following Australian listed public entities: 

- Australian Masters Yield Fund No 4 Limited (since 2012 until 19 July 2017) 

- Emerging Markets Master Fund (since 2012 until 16 May 2017) 

- US Masters Residential Property Fund (since 2011 until 16 May 2017) 

- US Select Private Opportunities Fund (since 2012 until 16 May 2017) 

- US Select Private Opportunities Fund II (since 2013 until 16 May 2017) 

- US Select Private Opportunities Fund III (since 2016 until 16 May 2017). 

  

Company secretary 

The name of the Company Secretary in office at the date of this report is Ms Hannah Chan. 

  

Information on company secretary 

Hannah Chan, BCom (UNSW), MCom (USyd), CA 

  
Hannah has a Bachelor of Commerce degree in Finance from the University of NSW and a Master of Commerce degree 

in Accounting from the University of Sydney. She is also a Chartered Accountant with the Institute of Chartered 

Accountants in Australia. Prior to joining Walsh & Company Asset Management Pty Limited (the Manager), Hannah 

gained extensive audit experience while working with Deloitte Touche Tohmatsu and EY (formerly Ernst & Young). 

  
She is also the Company Secretary of Asian Masters Fund Limited, Australian Governance Masters Index Fund Limited, 

Australian Masters Yield Fund Series and joint Company Secretary of Walsh & Company Investments Limited. 

  
Hannah was appointed as Company Secretary on 29 June 2010. 

  

Principal activities and significant changes in nature of activities 

The principal activity of the Company during the financial year was investing in Australian dollar denominated income 

securities. There were no significant changes in the nature of these activities of the Company that occurred during the 

year. 

  

Results and review of operations 

The profit for the company after providing for income tax amounted to $2,889,704 (30 June 2016: $2,447,894). 
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The Company has fully invested in a portfolio of Australian dollar denominated income securities with a face value of 

$56.7 million. 

  
The movement in the Company’s profit was primarily driven by the reduction of the income producing assets of the 

Company as financial investments matured during the period with the proceeds being paid out as capital returns to 

investors. Profits were also lower due to the RBA reducing rates by 0.25% over the year. 

  
As approved by shareholders at the General Meeting held on 25 May 2017, the Company made its Fourth Capital 

Return of $15.25 per share on 13 June 2017. During the year the Company has distributed, or provided for, three fully 

franked dividends totalling $1.85 per share and one unfranked dividend of $0.42 per share. The net asset value per 

share was $60.19 at 30 June 2017 (2016: $74.85).  

  
The weighted average number of ordinary shares for the year was 1,011,041 (2016: 1,011,041). The basic and diluted 

earnings per share after tax was $2.86 compared to $2.42 for the previous year. 

  
Further details are included in the Chairman’s letter which forms part of this financial report. 

  

Dividends 

Dividends paid during the financial year were as follows: 

  
  2017  2016 

  $  $ 

     

Fully franked dividends of $2.56  -   2,588,265  

Fully franked dividends of $1.85  1,870,426   -  

Unfranked dividend of $0.42  424,637   -  

     

  2,295,063   2,588,265  

  
Dividends of $2.27 paid during the 2017 financial year were comprised of: 

 

- Fully franked dividend $0.71 paid on 18 August 2016 

- Fully franked dividend $0.54 paid on 30 November 2016 

- Fully franked dividend $0.60 paid on 3 March 2017 

- Unfranked dividend $0.42 paid on 13 June 2017 

  
Dividends of $2.56 paid during the 2016 financial year were comprised of: 

 

- Fully franked dividend $0.65 paid on 18 August 2015 

- Fully franked dividend $0.53 paid on 10 December 2015 

- Fully franked dividend $0.89 paid on 15 February 2016 

- Fully franked dividend $0.49 paid on 30 May 2016 

  
The tax rate at which paid dividends have been franked is 30% (2016: 30%). 

  

Directors’ meetings 

The number of meetings of the company's Board of Directors ('the Board') held during the year ended 30 June 2017, 

and the number of meetings attended by each director were: 

  

 

 Meetings 

held 

 Meetings 

attended 

     

Thomas Kline  4   3  

Alexander MacLachlan  4   4  

Christopher Brown  4   3  
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Held: represents the number of meetings held during the time the director held office. 

Remuneration report 

(a) Remuneration policy 

 

Under the Company’s constitution, each director may be paid remuneration for ordinary services performed as a 

director. However, Thomas Kline, Christopher Brown, Alexander MacLachlan and Warwick Keneally have agreed not 

to be paid any remuneration, including incentives, retirement benefits and other benefits, for the services they 

perform as directors. Aside from the directors, there are no other key management personnel. 

  
(b) Key management personnel's remuneration 

 

Thomas Kline, Christopher Brown and Alexander MacLachlan were not paid any remuneration for the services they 

perform as directors for the year ended 30 June 2017 (2016: nil).  

  
(c) Service agreements 

 

The Company does not presently have formal service agreements or employment contracts with any of the key 

management personnel. 

  
(d) Directors protection deeds 

 

The Company has agreed to provide access to board papers and minutes to current and former directors of the 

Company while they are directors and for a period of 7 years after they cease to be directors. 

 

The Company has agreed to indemnify, to the extent permitted by the Corporations Act 2001, each officer in respect 

of certain liabilities, which the director may incur as a result of, or by reason of (whether solely or in part), being or 

acting as a Director of the Company. 

  
(e) Beneficial and relevant interest of directors in shares 

 

At the date of this report, details of directors who hold shares for their own benefit or who have an interest in holdings 

through a third party and the total number of such shares held are listed as follows: 

  
Director  No. of shares 

   
Thomas Kline  None 

Christopher Brown*  101 

Alexander MacLachlan  50 

Warwick Keneally  None 

  
*Christopher Brown's beneficial and relevant interest decreased by 200 shares during the year as he ceased to be a 

trustee of a related entity. 

 

There were no other movements in shareholdings during the year.  
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f) Related-party transactions 

 

Transactions between related parties are on normal commercial terms and conditions unless otherwise stated and are 

as follows: 

 

Management fee 

Alexander MacLachlan is Director of the Company and Director of the Manager, Walsh & Company Asset Management 

Pty Limited. The Manager received an annualised management fee of 0.59% (excluding GST) of the value of the 

portfolio. The management fee paid or payable for the year was $445,630 (2016: $506,702) exclusive of GST.  

 

No management fees are outstanding to the Manager at year-end (2016: nil). 

 

Administration costs 

Australian Fund Accounting Services Pty Limited, a wholly-owned subsidiary of Dixon Advisory Group Pty Limited, the 

parent of the Manager, provides fund administration services under an agreement with the Manager. 

 

Total fund administration fee paid or payable for the year was $90,000 (2016: $90,000), exclusive of GST. 

  

Significant changes in the state of affairs 

There were no significant changes in the state of affairs of the company during the financial year. 

  

Future developments, prospects and business strategies 

The Company is fully invested and currently has the intention to hold all existing investments until maturity, however 

it continues to monitor opportunities to maximize value for shareholders. The Company may seek shareholder 

approval from time to time to return capital derived from the maturity of its investments to shareholders. 

  

Environmental issues 

The Company’s operations are not regulated by any significant environmental regulation under a law of the 

Commonwealth, State or Territory. 

  

Options 

No options over issued shares or interests in the Company were granted during, or since the end of, the financial year, 

and there were no options outstanding at the date of this report. 

  

Indemnifying officers or auditor 

Indemnities have been given during, or since the end of the year, for all of the Directors of the Company.  

  
No indemnities have been given or insurance premiums paid during, or since the end of the year, for the auditor of 

the Company. 

  

Proceedings on behalf of the company 

No person has applied for leave of the Court to bring proceedings on behalf of the Company or intervene in any 

proceedings to which the Company is a party for the purpose of taking responsibility on behalf of the Company for all, 

or any part of, those proceedings. 

  
The Company was not a party to any such proceedings during the year. 

  

After balance date events 

On 1 August 2017, the Company announced a 60% franked dividend of $0.69 per share. The dividend is expected to 

be paid to shareholders on 28 August 2017. 
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There have not been any other events of a material and unusual nature likely, in the opinion of the directors, to 

significantly affect the operations of the Company, the result of those operations, or the state of affairs of the 

Company, in future financial years. 

  

Auditor 

Deloitte Touche Tohmatsu continues in office in accordance with section 327 of the Corporations Act 2001. 

  

Non-audit services 

Details of the amounts paid or payable to the auditor for non-audit services provided during the financial year by the 

auditor are outlined in note 20 to the financial statements. 

  
The directors are satisfied that the provision of non-audit services during the financial year, by the auditor (or by 

another person or firm on the auditor's behalf), is compatible with the general standard of independence for auditors 

imposed by the Corporations Act 2001. 

  
The directors are of the opinion that the services as disclosed in note 20 to the financial statements do not compromise 

the external auditor's independence requirements of the Corporations Act 2001 for the following reasons: 

●  all non-audit services have been reviewed and approved to ensure that they do not impact the integrity and 

objectivity of the auditor; and 

●  none of the services undermine the general principles relating to auditor independence as set out in APES 110 

Code of Ethics for Professional Accountants issued by the Accounting Professional and Ethical Standards Board, 

including reviewing or auditing the auditor's own work, acting in a management or decision-making capacity for 

the company, acting as advocate for the company or jointly sharing economic risks and rewards. 

  

Auditor's independence declaration 

A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set 

out on the following page. 

  

This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations Act 

2001. 

  
On behalf of the directors 

  

___________________________ 

Mr Alex MacLachlan 

Chairman 

  

22 August 2017 
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Revenue 4 3,904,739 4,170,678 

Realised gain on disposal/redemption of financial assets - 159,575

Gain/(loss) on financial assets at fair value through profit or loss 797,922 (284,589)

Expenses 

Management and administration fee 17 (558,020) (622,869)

Accounting and audit fee (31,413) (41,595)

Registry fees (27,926) (36,605)

Listing fees (43,274) (39,240)

Custody fees (18,670) (23,780)

Other expenses (56,565) (41,181)

Profit before income tax expense 3,966,793 3,240,394 

Income tax expense 5 (1,077,089) (792,500)

Profit after income tax expense for the year attributable to the owners of 

Australian Masters Yield Fund No 5 Limited 2,889,704 2,447,894 

Other comprehensive income for the year, net of tax - - 

Total comprehensive income for the year attributable to the owners of 

Australian Masters Yield Fund No 5 Limited 2,889,704 2,447,894 

Cents Cents 

Basic earnings per share 19 285.81 242.12 

Diluted earnings per share 19 285.81 242.12 
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Assets 

Current assets 

Cash and cash equivalents 6 2,101,161 1,961,527 

Other receivables 7 8,804 3,938 

Current tax asset 11 - 2,524

Total current assets 2,109,965 1,967,989 

Non-current assets 

Financial assets 8 58,919,494 73,441,133 

Deferred tax assets 9 10,918 333,163 

Total non-current assets 58,930,412 73,774,296 

Total assets 61,040,377 75,742,285 

Liabilities 

Current liabilities 

Current tax liabilities 11 148,216 - 

Other payables 10 39,700 66,090 

Total current liabilities 187,916 66,090 

Total liabilities 187,916 66,090 

Net assets 60,852,461 75,676,195 

Equity 

Issued capital 12 59,724,093 75,142,468 

Retained earnings 1,128,368 533,727 

Total equity 60,852,461 75,676,195 
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  Issued   Retained  

Total equity   capital  earnings  

  $  $  $ 

       

Balance at 1 July 2015  85,131,553   674,098   85,805,651  

       

Profit after income tax expense for the year  -  2,447,894   2,447,894  

Other comprehensive income for the year, net of tax  -  -  -  

       

Total comprehensive income for the year  -  2,447,894   2,447,894  

       

Capital returns (note 12)  (9,989,085) -  (9,989,085)

       

Dividends paid (note 13)  -  (2,588,265) (2,588,265)

       

Balance at 30 June 2016  75,142,468   533,727   75,676,195  

  
  Issued   Retained  

Total equity   capital  earnings  

  $  $  $ 

       

Balance at 1 July 2016  75,142,468   533,727   75,676,195  

       

Profit after income tax expense for the year  -  2,889,704   2,889,704  

Other comprehensive income for the year, net of tax  -  -  -  

       

Total comprehensive income for the year  -  2,889,704   2,889,704  

       

Capital returns (note 12)  (15,418,375) -  (15,418,375)

       

Dividends paid (note 13)  -  (2,295,063) (2,295,063)

       

Balance at 30 June 2017  59,724,093   1,128,368   60,852,461  
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    $  $ 

       

The above statement of cash flows should be read in conjunction with the accompanying notes 
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Cash flows from operating activities       

Interest received from investments    3,310,554   3,449,874  

Interest received from banks    90,826   132,686  

Dividends received    379,803   623,425  

Management fees paid    (490,193) (557,372)

Payments to suppliers    (272,472) (483,061)

Net tax paid    (604,104) (797,631)

       

Net cash from operating activities  18  2,414,414   2,367,921  

  

Cash flows from investing activities       

Proceeds from redemption of investments    15,438,658   5,004,235  

       

Net cash from investing activities    15,438,658   5,004,235  

  

Cash flows from financing activities       

Dividends paid  13  (2,295,063) (2,588,265)

Capital returns paid  12  (15,418,375) (9,989,085)

       

Net cash used in financing activities    (17,713,438) (12,577,350)

  

Net increase/(decrease) in cash and cash equivalents    139,634   (5,205,194)

Cash and cash equivalents at the beginning of the financial year    1,961,527   7,166,721  

       

Cash and cash equivalents at the end of the financial year  6  2,101,161   1,961,527  
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1. General information

The financial report covers Australian Masters Yield Fund No 5 Limited (Company) as an individual entity. Australian 

Masters Yield Fund No 5 Limited is a company limited by shares, incorporated and domiciled in Australia whose shares 

are publicly traded on the Australian Securities Exchange Limited (ASX). The Company was admitted to the official list 

of the ASX on 5 August 2015. 

The financial report has been approved for issue in accordance with a resolution of the directors on 22 August 2017. 

2. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. These 

policies have been consistently applied to all the years presented, unless otherwise stated. 

New or amended Accounting Standards and Interpretations adopted 

In the current year, the Company has applied a number of amendments to AASBs and a new Interpretation issued by 

the Australian Accounting Standards Board (AASB) that are mandatorily effective for an accounting period that begins 

on or after 1 July 2016, and therefore relevant for the current year end. 

- AASB 2014-9 'Amendments to Australian Accounting Standards - Equity Method in Separate Financial

Statements'

- AASB 14 'Regulatory Deferral Accounts'

- AASB 2014-3 ‘Amendments to Australian Accounting Standards – Accounting for Acquisitions of Interests in

Joint Operations'

- AASB 2014-4 ‘Amendments to Australian Accounting Standards – Clarification of Acceptable Methods of

Depreciation and Amortisation'

- AASB 2015-1 ‘Amendments to Australian Accounting Standards – Annual Improvements to Australian

Accounting Standards 2012-2014 Cycle'

- AASB 2015-2 ‘Amendments to Australian Accounting Standards – Disclosure Initiative: Amendments to AASB

101'

The adoption of the above standards had no material impact on the financial statements. 

Basis of preparation 

The financial report is a general purpose financial report that has been prepared in accordance with Australian 

Accounting Standards, Australian Accounting Interpretations, other authoritative pronouncements of the Australian 

Accounting Standards Board (AASB) and the Corporations Act 2001. 

Australian Accounting Standards set out accounting policies that the AASB has concluded would result in a financial 

report containing relevant and reliable information about transactions, events and conditions. Compliance with 

Australian Accounting Standards ensures that the financial statements and notes also comply with International 

Financial Reporting Standards.  

The financial report has been prepared on an accruals basis and is based on historical costs, modified where applicable, 

by the measurement at fair value of selected non-current assets, financial assets and financial liabilities. For the 

purposes of preparing the financial statements, the Company is a for-profit entity. 

The comparative period of this report is from 1 July 2015 to 30 June 2016. 
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Foreign currency transactions and balances 

The functional currency of the entity is measured using the currency of the primary economic environment in which 

that entity operates. The financial statements are presented in Australian dollars, which is the Company’s functional 

and presentation currency. 

 

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

of the transaction. Foreign currency monetary items are translated at the year-end exchange rate. Nonmonetary items 

measured at historical cost continue to be carried at the exchange rate at the date of the transaction. Nonmonetary 

items measured at fair value are reported at the exchange rate at the date when fair values were determined. 

 

Exchange differences arising on the translation of monetary items are recognised in profit or loss, except where 

deferred in equity as a qualifying cash flow or net investment hedge. 

 

Exchange differences arising on the translation of non-monetary items are recognised directly in equity to the extent 

that the gain or loss is directly recognised in equity; otherwise the exchange difference is recognised in profit or loss. 

  
Revenue recognition 

Revenue is recognised and measured at the fair value of the consideration received or receivable to the extent it is 

probable that the economic benefits will flow to the Company and the revenue can be reliably measured. The following 

specific recognition criteria must also be met before revenue is recognised: 

  
Interest income 

Interest income is recognised in profit or loss using the effective interest method. This is a method of calculating the 

amortised cost of a financial asset and allocating the interest income over the relevant period using the effective 

interest rate, which is the rate that exactly discounts estimated future cash receipts through the expected life of the 

financial asset to the net carrying amount of the financial asset. 

  
Dividends 

Dividends are recognised when declared during the financial year. 

  
Income tax 

The income tax expense for the year comprises current income tax expense and deferred tax expense. 

  
Current income tax expense charged to the profit or loss is the tax payable on taxable income calculated using 

applicable income tax rates enacted, or substantively enacted, at the end of the reporting period. Current tax liabilities 

(assets) are measured at the amounts expected to be paid to (recovered from) the relevant taxation authority. 

  
Deferred income tax expense reflects movements in deferred tax asset and deferred tax liability balances during the 

year as well as unused tax losses. 

  
Current and deferred income tax expense (income) is charged or credited directly to equity instead of the profit or loss 

when the tax relates to items that are credited or charged directly to equity. 

  
Deferred tax assets and liabilities are ascertained based on temporary differences arising between the tax bases of 

assets and liabilities and their carrying amounts in the financial statements. Deferred tax assets also result where 

amounts have been fully expensed but future tax deductions are available. No deferred income tax will be recognised 

from the initial recognition of an asset or liability, excluding a business combination, where there is no effect on 

accounting or taxable profit or loss. 

  
Deferred tax assets and liabilities are calculated at the tax rates expected to apply to the period when the asset is 

realised or the liability is settled, based on tax rates enacted, or substantively enacted, at the end of the reporting 

period. Their measurement also reflects the manner in which management expects to recover or settle the carrying 

amount of the related asset or liability.  
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Deferred tax assets relating to temporary differences and unused tax losses are recognised only to the extent that it is 

probable that future taxable profit will be available against which the benefits of the deferred tax asset can be utilised. 

  
Current tax assets and liabilities are offset where a legally enforceable right of set-off exists and it is intended that net 

settlement or simultaneous realisation and settlement of the respective asset and liability will occur.  Deferred tax 

assets and liabilities are offset where a legally enforceable right of set-off of current tax assets and liabilities exists and 

the deferred tax assets and liabilities relate to income taxes levied by the same taxation authority.  

  
Cash and cash equivalents 

Cash and cash equivalents include cash on hand, deposits held at call with banks and other short-term highly liquid 

investments with original maturities of three months or less. 

  
Financial instruments 

Financial Instruments, incorporating financial assets and financial liabilities, are recognised when the Company 

becomes a party to the contractual provisions of the instrument. Trade date accounting is adopted for financial assets 

that are delivered within timeframes established by market place convention.  

 

The Company has elected to early adopt “AASB 9 Financial Instruments”, which was issued on 7 December 2009. AASB 

9 includes requirements for the classification and measurement of financial assets. The Company has not early adopted 

subsequent amendments to AASB 9 issued in 2010 and 2013.   

  
Financial assets 

Initial recognition and measurement 

 

When financial assets are recognised initially, they are measured at fair value, plus in the case of financial assets not 

at fair value through profit and loss, directly attributable transaction costs. 

 

The Company determines the classification of its financial assets at initial recognition. 

 

Subsequent measurement 

 

Financial assets are subsequently measured at amortised cost using the effective interest rate method, only if the 

following conditions are met, otherwise they are measured at fair value: 

 

a) where the financial asset is held within a business model with the objective to collect contractual cash flows; 

and 

b) contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 

principal and interest on the principal amount outstanding. 

 

The effective interest rate method is used to allocate interest income or interest expenses over the relevant period 

and is equivalent to the rate that exactly discounts estimated future cash payments or receipts (including fees, 

transaction costs and other premiums or discounts) through the expected life (or when this cannot be reliably 

predicted, the contractual term) of the financial instrument to the net carrying amount of the financial asset or 

financial liability. Revisions to expected future net cash flows will necessitate an adjustment to the carrying value with 

a consequential recognition of an income or expense in profit or loss. 

  
Derecognition 

 

Financial assets are derecognised where the contractual rights to receipt of cash flows expires or the asset is 

transferred to another party whereby the entity no longer has any significant continuing involvement in the risks and 

benefits associated with the asset. Financial liabilities are derecognised where the related obligations are either 

discharged, cancelled or expire. The difference between the carrying value of the financial liability extinguished or 

transferred to another party and the fair value of consideration paid, including the transfer of non-cash assets or 

liabilities assumed, is recognised in profit or loss. 
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Financial liabilities 

Initial recognition and measurement 

Financial liabilities are classified as derivative and non-derivative instruments, as appropriate. The Company 

determines the classification of its financial liabilities at initial recognition. All financial liabilities are recognised initially 

at amortised cost. 

Subsequent measurement 

Non-derivative instruments are subsequently measured at amortised cost using the effective interest rate method. 

Fair value 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants at the measurement date.  

Fair value is determined based on the bid price for all quoted investments in an active market. Valuation techniques 

are applied to determine the fair value for all unlisted securities and securities in markets that are not active, including 

recent arms length transactions, with reference to similar instruments and valuation techniques commonly used by 

market participants. 

Provisions 

Provisions are recognised where the Company has a present obligation (legal or constructive) as a result of a past 

event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation 

and a reliable estimate can be made of the amount of the obligation. 

Share capital 

Ordinary shares are classified as equity. 

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax, from 

the proceeds. 

Earnings per share 

Basic earnings per share is determined by dividing the profit/(loss) after income tax excluding any cost of servicing 

equity other than ordinary shares by the weighted average number of ordinary shares outstanding during the financial 

period. Diluted earnings per share is the same because there are no dilutive potential ordinary shares. 

Operating segments 

The Company is engaged in investing activities conducted in Australia and derives revenue from both fixed and variable 

interest financial assets.  

Goods and Services Tax ('GST') 

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not 

recoverable from the Australian Taxation Office. In this case it is recognised as part of the cost of the acquisition of the 

asset or as part of the expense. 

In most cases, the Company qualifies for Reduced Input Tax Credits (RITCs) at a rate of 75%; hence expenses have been 

recognised in profit or loss net of the amount of GST recoverable from the Australian Taxation Office. 

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST 

recoverable from the Australian Taxation Office is included in other receivables in the statement of financial position. 
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Cash flows are presented in the Statement of Cash Flows on a gross basis. The GST components of cash flows arising 

from investing or financing activities which are recoverable from, or payable to the tax authority, are presented as 

operating cash flows. 

  
New Accounting Standards and Interpretations not yet mandatory or early adopted 

At the date of authorisation of the financial statements, the Standards and Interpretations that were issued but not 

yet effective, which are expected to be applicable to the Company, are listed below.  

  
AASB 9 Financial Instruments, AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 

(December 2010), AASB 2014-1 Amendments to Australian Accounting Standards (Part E – Financial Instruments], 

AASB 2014-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2014) 

This standard applies on modified retrospective to annual reporting periods beginning on or after 1 January 2018. The 

Company will adopt the relevant amending standards from 1 July 2018 but the impact of its adoption is yet to be 

assessed by the Company. 

  
AASB 15 Revenue from Contracts with Customers, AASB 2014-5 ‘Amendments to Australian Accounting Standards 

arising from AASB 15', AASB 2015-8 ‘Amendments to Australian Accounting Standards – Effective date of AASB 15, 

and AASB 2016-3 Amendments to Australian Accounting Standards – Clarifications to AASB 15 

These amendments are applicable to annual reporting periods beginning on or after 1 January 2018. The Company will 

adopt this standard from 1 July 2018 but the impact of its adoption is yet to be assessed by the Company. 

  
Interpretation 22 Foreign Currency Transactions and Advance Consideration 

This is effective for annual reporting periods beginning on or after 1 January 2018. 

  
AASB 2016-1 Amendments to Australian Accounting Standards - Recognition of Deferred Tax Assets for Unrealised 

Losses 

This standard is applicable to annual reporting periods beginning on or after 1 January 2017. The adoption of this 

standard from 1 July 2017 will not have a material impact on the Company. 

  
AASB 2016-2 Amendments to Australian Accounting Standards - Disclosure Initiative: Amendments to AASB 107 

These amendments are applicable to annual reporting periods beginning on or after 1 January 2017. The adoption of 

this standard from 1 July 2017 will not have a material impact on the Company.  

  
AASB 2016-6 Amendments to Australian Accounting Standards – Applying AASB 9 Financial Instruments with AASB 4 

Insurance Contracts 

This standard is applicable to annual reporting periods beginning on or after 1 January 2018. The Company will adopt 

this standard from 1 July 2018 but the impact of its adoption is yet to be assessed by the Company. 

  
AASB 2017-2 Amendments to Australian Accounting Standards – Further Annual Improvements 2014-2016 

This standard is applicable to annual periods beginning on or after 1 January 2017. The adoption of this standard from 

1 July 2017 will not have a material impact on the Company.  
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3. Critical accounting judgements, estimates and assumptions

The directors evaluate estimates and judgements incorporated into the financial statements based on historical 

knowledge and best available current information. Estimates assume a reasonable expectation of future events and 

are based on current trends and economic data obtained both externally and within the Company. 

Key estimates and judgements - impairment 

The directors regularly review the investments held in the Company’s portfolio and where it believes that impairment 

has occurred, or is likely to occur, it will normally seek to exit the position. 

The Company follows the guidance of AASB 139 Financial Instruments: Recognition and Measurement in determining 

when a financial asset is impaired. This determination requires significant judgement. 

In making this judgement, the Company evaluates, among other factors, the duration and extent to which the fair 

value of an investment is less than its cost and the financial health of, and near-term business outlook for, the investee 

including industry and sector performance and operational and financing cash flows.  

The Company is a long-term investor and does not regard short-term or cyclical movements in the unit price of its 

investments as evidence of impairment.  

No impairment has been recognised in respect of financial assets. 

4. Revenue

2017 2016 

$ $ 

Interest from investments in financial assets 3,433,083 3,450,677 

Interest from banks 91,853 121,274 

Dividend income 379,803 598,727 

Revenue 3,904,739 4,170,678 



Australian Masters Yield Fund No 5 Limited 

Notes to the financial statements 

30 June 2017 
 

  

  
30 

5. Income tax expense 

  
  2017  2016 

  $  $ 

     

Income tax expense     

Current tax  754,844   779,070  

Deferred tax  322,245   13,430  

     

Aggregate income tax expense  1,077,089   792,500  

     

Numerical reconciliation of income tax expense and tax at the statutory rate     

Profit before income tax expense  3,966,793   3,240,394  

     

Tax at the statutory tax rate of 30%  1,190,038   972,118  

     

Tax effect amounts which are not deductible/(taxable) in calculating taxable income:     

Franking credits from dividends  (113,941) (179,618)

     

  1,076,097   792,500  

Effect on deferred tax balances due to change in income tax rate (Note 9)  992   -  

     

Income tax expense  1,077,089   792,500  

  

6. Current assets - Cash and cash equivalents 

  
  2017  2016 

  $  $ 

     

Cash at bank  2,101,161   1,961,527  

  
The weighted average interest rate on cash at bank is 1.59% (2016: 1.74%) at year-end. 

  

7. Current assets - Other receivables 

  
  2017  2016 

  $  $ 

     

Interest receivable  7,545   3,086  

GST receivable  1,259   852  

     

  8,804   3,938  
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8. Non-current assets - Financial assets

2017 

Face 

Value 

Amortised 

Cost 

$ $ 

a) Corporate bonds (Maturity date, Coupon rate)

Fixed rate

Anglo American Capital PLC (27-Nov-18, 5.75%) 5,000,000 5,010,027 

Anglo American Capital PLC (27-Nov-18, 5.75%) 5,500,000 5,511,028 

Lend Lease Finance (13-May-20, 6.00%) 22,500,000 22,684,722 

Praeco (28-Jul-20, 7.13%) 3,710,000 3,809,720 

Praeco (28-Jul-20, 7.13%) 1,000,000 1,034,065 

Mirvac Group Finance (18-Sep-20, 5.75%) 10,000,000 10,104,682 

Sydney Airport Finance (20-Nov-20, 3.76%) 6,000,000 7,758,154 

Floating rate 

IAG (19-Mar-40, BBSW + 2.80%) 3,000,000 3,007,096 

56,710,000 58,919,494 

Total face value and total carrying amount at 30 June 2017 was $56,710,000 and $58,919,494 respectively. 

2016 

Face 

Value 

Amortised 

Cost 

$ $ 

a) Corporate bonds (Maturity date, Coupon rate)

Fixed rate

Anglo American Capital PLC (27-Nov-18, 5.75%) 5,000,000 4,999,752 

Anglo American Capital PLC (27-Nov-18, 5.75%) 5,500,000 5,499,727 

Lend Lease Finance (13-May-20, 6.00%) 22,500,000 22,686,384 

Praeco (28-Jul-20, 7.13%) 3,710,000 3,825,038 

Praeco (28-Jul-20, 7.13%) 1,000,000 1,040,270 

Mirvac Group Finance (18-Sep-20, 5.75%) 10,000,000 10,089,091 

Sydney Airport Finance (20-Nov-20, 3.76%) 6,000,000 7,652,656 

Floating rate 

IAG (19-Mar-40, BBSW + 2.80%) 3,000,000 3,007,480 

56,710,000 58,800,398 
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  2016 

  Face Value  Fair Value 

  $  $ 

     

b) Convertible preference shares (Maturity date, Coupon rate)     

Floating rate     

National Australia Bank Ltd (22-Mar-21, 3M BBSW + 3.20%)  2,500,000   2,436,175  

National Australia Bank Ltd (19-Dec-22, 3M BBSW + 3.25%)  1,384,000   1,286,428  

Westpac Banking Corporation (8-Mar-21, 3M BBSW + 3.20%)  2,000,000   1,959,600  

 

c) Loan notes (Maturity date, Coupon rate) 

Australia and New Zealand Bank (1-Sep-23, 3M BBSW + 3.40%)  

 

4,541,000  

 

4,323,032  

Australia and New Zealand Bank (24-Mar-24, 3M BBSW + (3.25 - 3.40%))  5,000,000   4,635,500  

     

  15,425,000   14,640,735  

  
Total face value and total carrying amount at 30 June 2016 was $72,135,000 and $73,441,113 respectively. 

  

9. Non-current assets - Deferred tax assets 

  
  2017  2016 

  $  $ 

     

Deferred tax asset comprises:     

     

Transaction costs on equity issue  -   112,487  

Fair value of financial assets  -   201,446  

Other  10,918   19,230  

     

Deferred tax asset  10,918   333,163  

  
There has been a change in corporate tax rates during the year from 30% to 27.5%, applicable to corporations with 

annual turnover below certain thresholds. The Directors expect the Company’s deferred tax balances to reverse in the 

period that the corporate tax rate of 27.5% applies and accordingly, the deferred tax balance at 30 June 2017 is 

calculated using 27.5%. 

  

10. Current liabilities - Other payables 

  
  2017  2016 

  $  $ 

     

Accrued expenses  39,700   66,090  

  

11. Current tax assets/(liabilities) 

  
  2017  2016 

  $  $ 

     

Tax receivable/(provision for income tax)  (148,216) 2,524  
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12. Equity - Issued capital 

  
  2017  2016  2017  2016 

  Shares  Shares  $  $ 

         

Ordinary shares - fully paid  1,011,041   1,011,041   59,724,093   75,142,468  

  
Movements in ordinary share capital 

  
Details  Date  Shares  $ 

       

Balance  1 July 2015  1,011,041   85,131,553  

Second Capital Return of $2.47 per share  10 December 2015  -  (2,497,271)

Third Capital Return of $7.41 per share  15 February 2016  -  (7,491,814)

       

Balance  30 June 2016  1,011,041   75,142,468  

Fourth Capital Return of $15.25 per share  13 June 2017  -  (15,418,375)

       

Balance  30 June 2017  1,011,041   59,724,093  

  
Ordinary shares 

Holders of ordinary shares participate in dividends and the proceeds on the winding up of the Company in proportion 

to the number of shares held. 

 

At shareholder meetings, each ordinary share is entitled to one vote when a poll is called, otherwise each shareholder 

has one vote on a show of hands. 

 

Changes to the then Corporations Law abolished the authorised capital and par value concept in relation to share 

capital from 1 July 1998. Therefore, the Company does not have a limited amount of authorised capital and issued 

shares do not have a par value. 

  
Share buy-back 

There is no current on-market share buy-back. 

  
Capital risk management 

The Company’s objective in managing capital is to continue to provide shareholders with dividends and capital stability 

over the long term. 

 

The Company’s capital may fluctuate with prevailing market movements and it may undertake a buyback of its shares 

in the event that they trade at a sizable discount to NTA backing.  

 

The Company’s capital consists of shareholders’ equity plus financial liabilities. The movement in equity is shown in 

the Statement of Changes in Equity. At 30 June 2017, financial liabilities were $187,916 (2016: $66,090). There are no 

changes in the Company’s approach to capital management during the year. The Company is not subject to any 

externally imposed capital requirements. 
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13. Equity - Dividends 

  
Dividends 

Dividends paid during the financial year were as follows: 

  
  2017  2016 

  $  $ 

     

Fully franked dividends of $2.56  -   2,588,265  

Fully franked dividends of $1.85  1,870,426   -  

Unfranked dividend of $0.42  424,637   -  

     

  2,295,063   2,588,265  

  
Dividends of $2.27 paid during the 2017 financial year were comprised of: 

 

- Fully franked dividend $0.71 paid on 18 August 2016 

- Fully franked dividend $0.54 paid on 30 November 2016 

- Fully franked dividend $0.60 paid on 3 March 2017 

- Unfranked dividend $0.42 paid on 13 June 2017 

  
Dividends of $2.56 paid during the 2016 financial year were comprised of: 

 

- Fully franked dividend $0.65 paid on 18 August 2015 

- Fully franked dividend $0.53 paid on 10 December 2015 

- Fully franked dividend $0.89 paid on 15 February 2016 

- Fully franked dividend $0.49 paid on 30 May 2016 

  
The tax rate at which paid dividends have been franked is 30% (2016: 30%). 

  
Franking credits 

  
  2017  2016 

  $  $ 

     

Franking credits available at the reporting date based on a tax rate of 30%  (32,744) 1,990  

Franking credits that will arise from the payment of the amount of the provision for 

income tax at the reporting date based on a tax rate of 30% 

 

148,216  

 

-  

     

Franking credits available for subsequent financial years  115,472   1,990  

  

14. Financial instruments 

  
Financial risk management policies 

The Company’s financial instruments consist mainly of deposits with banks and investments in income securities. The 

main risks the Company is exposed to through its financial instruments are interest rate risk, liquidity risk and credit 

risk. 
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Market risk 

  
Market price risk 

Market price risk is the risk that changes in market prices such as equity prices will affect the Company’s income and 

the value of its holdings of financial instruments.  

 

Inherently, the Company is exposed to market price risk as it invests its capital in securities whose market prices can 

fluctuate.  

 

Market risk is moderated by ensuring that the Company’s investment portfolio is not overexposed to one company or 

one particular sector. The relative weightings of the individual funds are reviewed by the Investment Committee 

frequently. 

  
The Company has performed sensitivity analysis relating to its exposure to its market price risk at balance date. This 

sensitivity analysis demonstrates the effect on profit and equity which would result from a change in these risks on 

financial assets. 

  
The effect on profit and equity as a result of changes in the value of equity investments, with all other variables 

remaining constant, would be as follows: 

 

2017: the Company disposed of its equity investments during the year. 

  

2016 

 

% change 

 Effect on 

profit before 

tax 

 

Effect on 

equity 

 

% change 

 Effect on 

profit before 

tax 

 

Effect on 

equity 

             

Equity investments  5%   732,037   732,037   5%   (732,037) 732,037  

  
Interest rate risk 

Exposure to interest rate risk arises on financial assets recognised at the reporting date whereby a future change in 

interest rates will affect future cash flows or the fair value of fixed rate financial instruments. The Company is also 

exposed to earnings volatility on floating rate instruments. 

  
Interest rate risk is managed using a mix of fixed and floating rate financial assets. At 30 June 2017, approximately 95% 

of the financial assets were at a fixed rate and 5% of the financial assets were at a floating rate. 

  
  2017 2016 

 

 Weighted 

average 

interest rate 

 

Balance 

 Weighted 

average 

interest rate 

 

Balance 

  %  $  %  $ 

         

Cash and cash equivalents  1.59%   2,101,160   1.74%   1,961,527  

Other receivables  -  8,804   -  3,938  

Investment in financial assets  5.75%   66,202,218   5.75%   84,892,487  

         

Net exposure to cash flow interest rate risk    68,312,182     86,857,952  

  
An analysis by remaining contractual maturities in shown in 'Liquidity risk' below. 

  
The Company has performed sensitivity analysis relating to its exposure to its interest rate risk at the balance date. 

This sensitivity analysis demonstrates the effect on the current year results and equity which could result from a 

change in these risks on financial asset balances at year-end that have a variable interest rate. 
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2017 % change 

Effect on 

profit before 

tax 

Effect on 

equity % change 

Effect on 

profit before 

tax 

Effect on 

equity 

Cash at bank 1 21,012 21,012 (1) (21,012) (21,012)

Financial assets 1 30,202 30,202 (1) (30,211) (30,211)

51,214 51,214 (51,223) (51,223)

2016 % change 

Effect on 

profit before 

tax 

Effect on 

equity % change 

Effect on 

profit before 

tax 

Effect on 

equity 

Cash at bank 1 19,615 19,615 (1) (19,615) (19,615)

Financial assets 1 29,107 29,107 (1) (29,054) (29,054)

48,722 48,722 (48,669) (48,669)

Credit risk 

The maximum exposure to credit risk, excluding the value of any collateral or other security, at the balance date to 

recognised financial assets, is the carrying amount, net of any provisions for impairment of those assets, as disclosed 

in the Statement of Financial Position and notes to the financial statements. The Company does not have any material 

credit risk exposure to a single receivable or group of debtors under financial instruments entered into by the 

Company. 

There are no amounts of collateral held as security at 30 June 2017. 

Liquidity risk 

Liquidity risk arises from the financial liabilities of the Company and the Company’s subsequent ability to meet its 

obligations to repay its financial liabilities when they fall due. 

The Company’s exposure to liquidity risk is minimal. The Company had no borrowings at 30 June 2017, and cash inflows 

from coupons from the underlying financial assets are received at regular intervals to meet the obligations of the 

Company. Financial assets can generally be traded in the over-the-counter market, in the event the Company needs 

to convert investments into cash to realise underlying financial positions. 

Remaining contractual maturities 

The tables below reflect the undiscounted contractual settlement terms (interest and face value) for financial 

instruments of a fixed period of maturity, as well as management’s expectations of the settlement period for all other 

financial instruments.  Interest is only included for amortised cost assets. The amounts will not reconcile to the 

Statement of Financial Position. 

1 year or less 

Between 1 

and 5 years Over 5 years 

Remaining 

contractual 

maturities 

2017 $ $  $ $ 

Non-derivatives 

Cash and cash equivalents 2,101,161 - - 2,101,161 

Other receivables 8,804 - - 8,804 

Investment in financial assets 3,225,594 62,976,624 - 66,202,218

Total non-derivatives 5,335,559 62,976,624 - 68,312,183
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1 year or less 

 
Between 1 

and 5 years 

 

Over 5 years 

 Remaining 

contractual 

maturities 

2016  $  $  $  $ 

         

Non-derivatives         

Cash and cash equivalents  1,961,527   -  -  1,961,527  

Other receivables  3,938   -  -  3,938  

Investment in financial assets  3,232,494   63,128,343   18,531,650   84,892,487  

Total non-derivatives  5,197,959   63,128,343   18,531,650   86,857,952  

  

15. Fair value measurement 

  
Fair value hierarchy 

The Company measures fair values using the following fair value hierarchy that reflects the significance of the inputs 

used in making the measurements: 

  
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. 

  
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly (as prices) or indirectly (derived from prices). 

  
Level 3: Inputs for the asset or liabilities that are not based on observable market data (unobservable inputs).  

  
a) Fair value of financial assets and financial liabilities that are not measured at fair value on a recurring basis (but fair 

value disclosures are required) 

 

Except as detailed in the following table, the directors consider that the carrying amounts of financial assets and 

financial liabilities recognised in the financial statements approximate their fair values. 

  Level 1  Level 2  Level 3  Total 

2017  $  $  $  $ 

         

Assets         

Corporate bonds *  -  62,640,659   -  62,640,659  

Total assets  -  62,640,659   -  62,640,659  

  
*  The amortised cost carrying value at 30 June 2017 is $58,919,494 (refer note 8). 

  
  Level 1  Level 2  Level 3  Total 

2016  $  $  $  $ 

         

Assets         

Corporate bonds *  -  62,069,187   -  62,069,187  

Total assets  -  62,069,187   -  62,069,187  

  
*  The amortised cost carrying value at 30 June 2016 is $58,800,398 (refer note 8). 

  
The fair values of the financial assets measured at amortised cost included in the level 2 category above have been 

determined by their redemption price at balance date, or where this is not available, by applying valuation techniques 

with reference to recent arm’s length transactions or by applying market based valuation techniques. 

  
There were no transfers between levels during the financial year. 
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b) Financial assets measured at fair value through profit or loss

Fair Value 

30 June 2017 

Fair Value 

30 June 2016 

Level 1 $ $  Valuation approach 

Convertible 

preference shares 

- 14,640,735  Quoted bid prices in an active market 

There were no key unobservable inputs or relations of unobservable inputs to fair value. 

16. Key management personnel

Directors 

The key management personnel of the Company comprise the Non-Executive Directors for the years ended 30 June 

2017 and 30 June 2016. 

Compensation 

All Non-Executive Directors have agreed not to be paid any remuneration for the services they perform as directors. 

Key management personnel remuneration has been included in the Remuneration report section of the Directors’ 

report. 

17. Related party transactions

Transactions between related parties are on normal commercial terms and conditions unless otherwise stated and are 

as follows: 

Key management personnel 

Disclosures relating to key management personnel are set out in note 16 and the remuneration report included in the 

directors' report. 

Management fee 

Alexander MacLachlan is both Director of the Company and of the Manager, Walsh & Company Asset Management 

Pty Limited. The Manager received an annualised management fee of 0.59% (exclusive of GST) of the value of the 

portfolio. The management fee paid or payable for the year was $445,630 (2016: $506,702) exclusive of GST. 

No management fees are outstanding to the Manager at the year-end (2016: nil). 

Administration costs 

Australian Fund Accounting Services Pty Limited, a wholly-owned subsidiary of Dixon Advisory Group Limited, the 

parent of the Manager, provides fund administration services under an agreement with the Manager. These services 

include net asset valuation, management accounting, statutory reporting, capital management and taxation. 

Total fund administration fees paid or payable for the year was $90,000 (2016: $90,000), exclusive of GST. 



Australian Masters Yield Fund No 5 Limited 

Notes to the financial statements 

30 June 2017 
 

  

  
39 

18. Reconciliation of profit after income tax to net cash from operating activities 

  
  2017  2016 

  $  $ 

     

Profit after income tax expense for the year  2,889,704   2,447,894  

     

Adjustments for:     

Accrued interest on financial assets  (119,097) (803)

(Gain)/loss on financial assets at fair value through profit or loss  (797,922) 284,589  

Gain on disposal of financial assets  -   (159,575)

     

Change in operating assets and liabilities:     

(Increase)/decrease in receivables  (4,866) 45,116  

Decrease in deferred tax assets  322,245   13,430  

(Decrease) in other payables and accruals  (26,390) (188,583)

Increase/(decrease) in income taxes payable  150,740   (74,147)

     

Net cash from operating activities  2,414,414   2,367,921  

  
The Company does not have any formal loan facilities in place at the date of these financial statements. 

  

19. Earnings per share 

  
  2017  2016 

  $  $ 

     

Profit after income tax attributable to the owners of Australian Masters Yield Fund No 5 

Limited 

 

2,889,704  

 

2,447,894  

  
  Number  Number 

     

Weighted average number of ordinary shares used in calculating basic earnings per 

share 

 

1,011,041  

 

1,011,041  

     

Weighted average number of ordinary shares used in calculating diluted earnings per 

share 

 

1,011,041  

 

1,011,041  

  
  Cents  Cents 

     

Basic earnings per share  285.81   242.12  

Diluted earnings per share  285.81   242.12  

  
There are no instruments that could potentially dilute basic earnings per share in the future. 

  



Australian Masters Yield Fund No 5 Limited 

Notes to the financial statements 

30 June 2017 

40 

20. Remuneration of auditors

During the financial year the following fees were paid or payable for services provided by Deloitte Touche Tohmatsu, 

the auditor of the company: 

2017 2016 

$ $ 

Audit services - Deloitte Touche Tohmatsu 

Audit or review of the financial statements 27,000 26,250 

Other services - Deloitte Touche Tohmatsu 

Tax compliance - 2,400

27,000 28,650 

21. Commitments

The Company has no capital commitments at the balance date. 

22. Contingent liabilities

The directors are not aware of any potential liabilities or claims against the Company at the balance date. 

23. Events after the reporting period

On 1 August 2017, the Company announced a 60% franked dividend of $0.69 per share. The dividend is expected be 

paid to shareholders on 28 August 2017. 

No other matter or circumstance has arisen since 30 June 2017 that has significantly affected, or may significantly 

affect the Company's operations, the results of those operations, or the Company's state of affairs in future financial 

years. 

24. Company details

The registered office and principal place of business of the Company is: 

Australian Masters Yield Fund No 5 Limited 

Level 15, 100 Pacific Highway 

North Sydney NSW 2060 
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In the directors' opinion: 

● the attached financial statements and notes comply with the Corporations Act 2001, the Accounting Standards,

the Corporations Regulations 2001 and other mandatory professional reporting requirements;

● the attached financial statements and notes comply with International Financial Reporting Standards as issued by 

the International Accounting Standards Board as described in note 2 to the financial statements;

● the attached financial statements and notes give a true and fair view of the company's financial position as at 30

June 2017 and of its performance for the financial year ended on that date; and

● there are reasonable grounds to believe that the company will be able to pay its debts as and when they become 

due and payable.

The directors have been given the declarations required by section 295A of the Corporations Act 2001. 

The Directors of the Manager, Walsh & Company Asset Management Pty Limited, have declared that: 

- the financial records of the Company for the financial year have been properly maintained in accordance with Section

286 of the Corporations Act 2001;

- the financial statements and notes for the financial year comply with the Accounting Standards; and

- the financial statements and notes for the financial year give a true and fair view.

Signed in accordance with a resolution of directors made pursuant to section 295(5)(a) of the Corporations Act 2001. 

On behalf of the directors 

___________________________ 

Mr Alex MacLachlan 

Chairman 

22 August 2017 
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Independent Auditor’s Report 

to the members of Australian Masters Yield Fund No 5 Limited 

Report on the Audit of the Financial Report 

Opinion 

We have audited the financial report of Australian Masters Yield Fund No 5 Limited (the “Company”), which 

comprises the statement of financial position as at 30 June 2017, the statement of profit or loss and other 

comprehensive income, the statement of changes in equity and the statement of cash flows for the year 

then ended and notes to the financial statements, including a summary of significant accounting policies 
and other explanatory information, and the directors’ declaration. 

In our opinion, the accompanying financial report of the Company is in accordance with the Corporations 

Act 2001, including:  

(i) giving a true and fair view of the Company’s financial position as at 30 June 2017 and of its financial

performance for the year then ended; and

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for Opinion 

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those 

standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Report 

section of our report. We are independent of the Company in accordance with the auditor independence 

requirements of the Corporations Act 2001 and the ethical requirements of the Accounting Professional and 

Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are 

relevant to our audit of the financial report in Australia. We have also fulfilled our other ethical 

responsibilities in accordance with the Code.  

We confirm that the independence declaration required by the Corporations Act 2001, which has been 

given to the directors, would be in the same terms if given to the directors as at the time of this auditor’s 

report. 

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

opinion. 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgement, were of most significance in our 

audit of the financial report for the current period. These matters were addressed in the context of our 

audit of the financial report as a whole, and in forming our opinion thereon, and we do not provide a 

separate opinion on these matters.  
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Key Audit Matter How the scope of our audit responded to the 

 Key Audit Matter 

Impairment of Financial Assets 

As disclosed in Note 8, the Company’s financial 

assets comprise of investments in fixed and floating 

rate corporate bonds held at amortised cost totalling 

$58.9 million as at 30 June 2017 (2016: $58.8 

million). 

Significant judgement is required to determine if 

there are any indicators of impairment of the 

financial assets which would cause the financial 

assets not to be recovered at their carrying values at 

balance date. 

Our audit procedures included but were not limited 

to: 

• Obtaining an understanding of the key 

processes adopted by management to 

determine if there are any impairment 

indicators in relation to the Company’s financial 

assets; 

• Reviewing board minutes and published media

reports during the reporting period to assess if

there is any information regarding the issuer of

the financial instruments which may impact on

the recoverability of the financial assets;

• Assessing on a sample basis the credit rating of

the issuer at balance date to assess if there

were any deterioration in credit rating during

the reporting period;

• Assessing on a sample basis that coupon

receipts have been received during the

reporting period in accordance with the

scheduled coupon payment dates; and

• Assessing the appropriateness of the related

disclosures included in Notes 2, 3 and 8.

Other Information 

The directors are responsible for the other information. The other information comprises the information 

included in the Company’s annual report for the year ended 30 June 2017, but does not include the 

financial report and our auditor’s report thereon.  

Our opinion on the financial report does not cover the other information and we do not express any form of 

assurance conclusion thereon.  

In connection with our audit of the financial report, our responsibility is to read the other information and, 

in doing so, consider whether the other information is materially inconsistent with the financial report or 

our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the 

work we have performed, we conclude that there is a material misstatement of this other information, we 

are required to report that fact. We have nothing to report in this regard.  

Responsibilities of the Directors for the Financial Report 

The directors of the Company are responsible for the preparation of the financial report that gives a true 

and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for 

such internal control as the directors determine is necessary to enable the preparation of the financial 

report that gives a true and fair view and is free from material misstatement, whether due to fraud or 

error.  

In preparing the financial report, the directors are responsible for assessing the ability of the Company to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the 

going concern basis of accounting unless the directors either intend to liquidate the Company or to cease 

operations, or has no realistic alternative but to do so.  
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Auditor’s Responsibilities for the Audit of the Financial Report 

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free 

from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 

our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 

conducted in accordance with the Australian Auditing Standards will always detect a material misstatement 

when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in 

the aggregate, they could reasonably be expected to influence the economic decisions of users taken on 

the basis of this financial report. 

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional 

judgement and maintain professional scepticism throughout the audit. We also:   

 Identify and assess the risks of material misstatement of the financial report, whether due to fraud or

error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is

sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material

misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Company’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by the directors.

 Conclude on the appropriateness of the director’s use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions

that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude

that a material uncertainty exists, we are required to draw attention in our auditor’s report to the related

disclosures in the financial report or, if such disclosures are inadequate, to modify our opinion. Our

conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,

future events or conditions may cause the Company to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the financial report, including the

disclosures, and whether the financial report represents the underlying transactions and events in a

manner that achieves fair presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the 

audit and significant audit findings, including any significant deficiencies in internal control that we identify 

during our audit.  

We also provide the directors with a statement that we have complied with relevant ethical requirements 

regarding independence, and to communicate with them all relationships and other matters that may 

reasonably be thought to bear on our independence, and where applicable, related safeguards.  

From the matters communicated with the directors, we determine those matters that were of most 

significance in the audit of the financial report of the current period and are therefore the key audit 

matters. We describe these matters in our auditor’s report unless law or regulation precludes public 

disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should 

not be communicated in our report because the adverse consequences of doing so would reasonably be 

expected to outweigh the public interest benefits of such communication. 

Report on the Remuneration Report 

Opinion on the Remuneration Report 

We have audited the Remuneration Report included in pages 16 to 17 of the Directors’ Report for the year 

ended 30 June 2017.  

In our opinion, the Remuneration Report of Australian Masters Yield Fund No 5 Limited, for the year ended 

30 June 2017, complies with section 300A of the Corporations Act 2001. 
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Responsibilities 

The directors of the Company are responsible for the preparation and presentation of the Remuneration 

Report in accordance with section 300A of the Corporations Act 2001. Our responsibility is to express an 

opinion on the Remuneration Report, based on our audit conducted in accordance with Australian Auditing 

Standards.  

DELOITTE TOUCHE TOHMATSU 

Weng W Ching 

Partner 

Chartered Accountants 

Sydney, 22 August 2017 
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The shareholder information set out below was applicable as at 31 July 2017. 

  
Distribution of equitable securities 

Analysis of number of equitable security holders by size of holding: 

  
  Number  

  of holders  

  of ordinary  

  shares 

   

1 to 1,000  1,622  

1,001 to 5,000  189  

   

  1,811  

   

Holding less than a marketable parcel  2  

  
Equity security holders 

  
Twenty largest quoted equity security holders 

The names of the twenty largest security holders of quoted equity securities are listed below: 

  
  Number of   

  shares held  % of total 

     

MR KIMBLE MOSTYN LLOYD  4,500   0.45  

THE DOUMANY FAMILY A/C  4,500   0.45  

ROSENSHUL S/F A/C  4,100   0.41  

THE DOUMANY SUPER FUND A/C  3,400   0.34  

THE P & J LEITINGER S/F A/C  3,395   0.34  

THE BEDO SUPER FUND A/C  3,100   0.31  

PETTINGELL & GILLAM S/F A/C  3,000   0.30  

J & M SUPER FUND A/C  3,000   0.30  

HIGGINS FAMILY S/FUND A/C  2,972   0.29  

J GILLINGHAM S/F A/C  2,900   0.29  

THE N & V JACQUES S/F A/C  2,900   0.29  

D & A SAINSBURY S/FUND A/C  2,600   0.26  

EVANS SUPER FUND A/C  2,600   0.26  

SOUTHWOOD SUPER FUND A/C  2,500   0.25  

R SUPERANNUATION FUND A/C  2,500   0.25  

COOK FAMILY SUPER FUND A/C  2,500   0.25  

RICHARDSON S/F A/C  2,500   0.25  

JJ & C SUPERANNUATION A/C  2,500   0.25  

R J CLARKE SUPER FUND A/C  2,400   0.24  

BAKER-FINCH S/F A/C  2,400   0.24  

     

  60,267   6.02  

  
Unquoted equity securities 

There are no unquoted equity securities. 

  
Substantial holders 

There are no substantial holders in the company. 
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Voting rights 

The voting rights attached to ordinary shares are set out below: 

  
Ordinary shares 

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll 

each share shall have one vote. 

  
There are no other classes of equity securities. 

  
Restricted securities 

  
There are no restricted securities on issue by the Company. 

  
Transactions 

  
There were no transactions in securities during the reporting period. 
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The Company’s investment activities are managed on an exclusive basis by the Manager. The management agreement 

is dated 26 November 2012 (Management Agreement). 

 

Subject to any applicable regulations, the Company’s investment policies and any written guidelines issued by the 

Company from time to time, the Manager will manage the portfolio and has discretion to acquire, hold and dispose of 

investments on behalf of the Company. 

  

The term of the Management Agreement provides for the appointment of the Manager for a period commencing on 20 

December 2012 and expiring on 20 December 2017 (Initial Term). Unless terminated during the initial term, the 

Management Agreement will be automatically extended for successive further terms of one year each. 

 

The Manager is entitled to receive an annualised management fee of 0.59% (plus GST) of the value of the portfolio, 

payable annually in advance within 10 Business Days of each 30 June during the term of the Management Agreement. 

The Manager is not entitled to a performance fee. 

 

The Manager is also entitled to be reimbursed by the Company for fees, costs and expenses when properly incurred in 

connection with the investment and management of the portfolio, the acquisition, disposal or maintenance of any 

investment or performance of the Manager’s obligations under the Management Agreement, including costs of 

convening and holding a general meeting of the Company, fees payable to ASIC or any other regulatory body, outgoings 

in relation to the portfolio (for example, insurance premiums, rates, levies, duties and taxes), all costs including 

commissions and brokerage incurred in connection with the acquisition or sale of any of the Company’s investments or 

proposed investments and any software licensing or software subscription fees in connection with risk monitoring and 

investment research specifically in relation to the portfolio incurred by the Manager approved by the Board. 

 

The Manager may terminate the Management Agreement at any time by giving to the Company at least six months’ 

written notice. 

 

The Management Agreement gives the Company certain termination rights including the right to immediately terminate 

the Management Agreement if the Manager: 

 

a) becomes insolvent; or 

b) materially breaches its obligations and such breach cannot be rectified; or 

c) breaches its obligations and does not remedy that breach within 30 days after the Company has notified the 

Manager in writing to remedy the breach; or 

d) allows the value of the portfolio to fall to a level below $1,000,000 and a notice of meeting for the Company 

to be sent to shareholders which includes a resolution to seek approval to voluntarily wind up the Company; 

or 

e) persistently fails to ensure that investments made on behalf of the Company are consistent with the Company’s 

investment strategy. 

 

The Company may also terminate the Management Agreement if the licence under which the Manager performs its 

obligations is suspended for a period of one month or more or is cancelled at any time and the Manager fails to maintain 

an authorisation enabling it to perform its obligations under the Agreement from a third party holder of a licence. 

 

The Company is also entitled to terminate the Management Agreement after the expiration of the Initial Term on 

delivery of three months’ prior written notice.
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