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COMPLIANCE WITH STATE
INSURANCE LAWS

Acquisition of life settlements require that life settlement
providers are licensed as life settlement providers in States
that require licensing before entering into contracts for
purchase of Policies from sellers residing in those States.
Although Asset Life and their appointed US Manager strive

to comply with all applicable laws and regulations, it is
possible that Asset Life and their US Manager may not be
able to comply with every State’s laws, or to renew or prevent
revocation of one of their life settlement provider’s previously
issued license. Asset Life’s Life Settlement Providers may be
precluded from doing business in a given State in which it is
unable to obtain or otherwise maintain a required license or
otherwise comply with the insurance or securities laws of that
State. In the event, Asset Life’s Life Settlement Providers are
not licensed or approved to do business, or has their license
suspended, revoked or non-renewed, in a particular State,
Asset Life's Life Settlement Provider will not be able to acquire
Policies in those States.

To mitigate this risk Asset Life and their US Manager have
agreements with a multiple number of Life Settlement
Providers.

COMPLIANCE WITH FEDERAL
AND STATE SECURITIES LAWS

The federal securities laws may apply to Life Settlements

and investments in the Policies. In addition, some States
treat the sale of Life Settlements to individuals as the sale of
securities and require registration in such States. Almost all
State securities regulators have begun to regulate interests in
Life Settlements as securities. Some State securities regulators
have taken the position that the sale of an interest in a Life
Settlement is an “investment contract” that falls within

the definition of a “security” under certain State securities
legislation. Some State legislatures have amended their
securities legislation to specifically add Life Settlements to the
definition of a “security”.

Accordingly, depending on the State in which the Policy is
sourced, any Life Settlement origination agreement may
be deemed to be a security. Any failure by Asset Life’s Life
Settlement Providers to comply with applicable federal or
State securities laws may have a material adverse impact on
the purchase and sale of the Policies. In addition, securities
regulators may impose civil fines or penalties against our
Asset Life’s Life Settlement Providers and, under certain
circumstances, may require it to make a rescission offer to
investors for Policies purchased through Asset Life’s Life
Settlement Providers.

PRIVACY LAWS AND OTHER
FACTORS MAY LIMIT THE
AVAILABILITY OF INFORMATION
ABOUT THE INSURED OR

THE SELLER

Federal and State privacy laws may limit the availability

of information about the Insured’s, such as the Insured’s
current health or medical condition. In addition, other
factors, such as a person’s unwillingness to cooperate, may
limit the information about a seller or the Insured that can
be taken into account as part of the due diligence on any
Policy. To mitigate this risk Asset Life as a requirement of its
acquisition criteria requires that all policies for consideration
for purchase must have complete detailed medical
information and releases.

CARRIER DEFAULT

The Policies are issued by insurance companies which are
rated by financial rating agencies such as Standard & Poors.
The inclusion of rating requirements for insurance companies
as part of an investment criteria provides some assurance on
the ability for the insurance company to pay the benefit as
and when it becomes payable. However, such ratings are not
a guarantee that an insurance company will not default on its
obligation to pay death benefits on the Policy.
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PAYMENT OF POLICY PROCEEDS

A number of arguments may be raised by the insurer that has
issued a Policy to deny or delay payment of the death benefits
of a Policy following the death of an Insured. For example,
claims of an insurable interest, unexpired contestability

or suicide provisions. If the death of an Insured cannot be
verified or an official death certificate cannot be obtained, the
insurer may not pay the proceeds of a Policy until expiration
of a statutory period (usually five to seven years) for the
presumption of death without proof.

To mitigate these risks Asset Life and their US Manager have
a strict due diligent protocol on every policy to be purchased
prior to acquisition.

CERTAIN FRAUDULENT
ACTIVITIES

An Insured or his agent may submit an application for life
insurance or a settlement application containing false or
misleading information, or may misrepresent the Insured’s
health status. For example, among other things, the applicant
and/or the Insured may misrepresent (by a statement or
omission) the status of the proposed Insured’s health or
medical condition, his or her intention of selling the Policy
in a Life Settlement transaction, his or her involvement or
knowledge of a previous Life Settlement transaction, or that
none of the premiums for the Policy will be or have been
financed. In addition, it is possible that a seller might fail to
disclose all beneficiaries or others that have interests in a
Policy, or could conceivably attempt to sell a Policy more than
once. Typically, an insurer has the right to rescind a Policy
based on false representations contained in, or omissions

of information from, the application for life insurance.
Cancellation or rescission of a Policy by the insurer could
render a Policy virtually worthless. In the event that brokers,
sellers or Insured’s submit inaccurate information to Asset
Life’s Life Settlement Providers, Asset Life and their agents
may not be able to uncover the presence of defects through
its due diligence. Asset Life does not intend to effectuate the

transfer of or acquire any Policy prior to the end of the time
period in which an insurer can contest a Policy or during

the suicide period for which an insurer does not have to pay
the claim, both of which are typically two years, although
some carriers have argued for a longer period of time applies
to these periods. Notwithstanding that fact, there can be

no assurance that an insurer will pay a claim on a Policy
determined to have been procured by fraud.

CONTESTABILITY OF LIFE
INSURANCE POLICIES

Most life insurance policies may be contested by the insurer,
within two years after issuance, based upon any material
misrepresentation or omission made by the applicant or the
Insured on the life insurance policy application, or sometimes
for a two-year period in connection with information
provided on any application for reinstatement or for increase
in policy benefits. Asset Life may not know whether any
misrepresentations or omissions were made in connection
with any Policy application. Therefore, the Policies may be
subject to the risk of contestability. If an insurer successfully
contests a Policy, the Policy may be rescinded and declared
void, and, in such event, the insurer would be required to
refund all the insurance premiums received for such Policy
without any interest thereon. In addition, the insurer may be
able to limit the death benefits under a Policy if the Insured
dies within the first two years from the date of issuance of the
Policy, and the carrier determines the death to be a suicide.

In such events, the prospective purchaser would likely experience
a substantial economic loss with respect to the Life Settlement.

To mitigate this risk Asset Life and their US Manager have in
place a comprehensive due diligence protocol to ensure that
the policy is non-contestable and outside the two year period.
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CERTAIN LITIGATION RISKS

If a Life Settlement Provider violates the law or its duties to a
seller, the seller could potentially seek to rescind or set aside
the sale of the Policy, in which case the sale of the Policy

by the settlement provider to the financing entity could
potentially be reversed. State Attorneys General or Insurance
Commissioners In the USA may also commence litigation
attacking the activities of various parties involved in a Life
Settlement and, on behalf of the Insured’s or sellers, seek
rescission of the Life Settlement. For example, in October
2006, the State of New York filed a civil complaint against

a major national Life Settlement Provider alleging fraud,
breaches of fiduciary duty, anti-competitive behaviour,
violations of security laws and associated misconduct.

That complaint sought damages, including restitution and
rescission on behalf of sellers who have been damaged by
the alleged misconduct, as well as injunctive relief.

Asset Life’s US Manager completes a due diligence protocol on

all our providers to ensure that they are working within the law.

CHALLENGES BY THE SELLER,
FAMILY MEMBERS OR FORMER
BENEFICIARIES

A number of arguments could potentially be raised by

the seller, the seller’s estate, family members or former
beneficiaries of a Policy seeking to set aside sale of a Policy
following an Insured’s death. For example, such arguments
might allege lack of mental capacity of the seller or Insured,
absence of consent by a person claiming to have a vested

or irrevocable interest in the Policy, or misrepresentations or
nondisclosure of material facts bearing on the seller’s decision
to seller the Policy, among other things. Any such objections
might delay the receipt of the proceeds of a Policy following an
Insured’s death. Some of these risks can be mitigated through
the settlement transaction documentation and closing process,
such as by requiring a physician’s statement regarding the
competency of an Insured, obtaining written waivers from all
known Policy beneficiaries, clarifying in the documentation

that Asset Life and its Life Settlement Providers are not
responsible for the actions of the seller’s broker, and providing
disclosures to the seller with recommendations that the seller
consult with independent legal and financial advisors.

LEGAL EXPENSES

In the event of a lawsuit or claim contesting the insurer’s
obligation on the Policy or the validity of the settlement
transaction, costs of such a lawsuit would be incurred. Such
costs and expenses would reduce the return on investment
on the Policy.

LEGAL AND REGULATORY
COMPLIANCE

Asset Life’s agent and Providers must comply with various
legal requirements, including requirements imposed by the
insurance laws, financial laws, securities laws, tax laws and
pension laws in various jurisdictions. Should any of those

laws change, the ability of Asset Life to perform as required
under the parties’ origination agreement, and the ability of
the investing entity to achieve its goals with respect to its
investments in the Policies may be substantially and materially
adversely affected.

LIQUIDITY RISKS

Policies acquired through life settlements may not be readily
resalable. Although there currently is a secondary market
there is no guarantee that this secondary market will exist

in the future. Policies may only be able to be transferred
under limited circumstances. Investors should be prepared
that Policies may have to be held until the underlying death
benefit is paid in full. As a result, an investment in Life
Settlements is only suitable for Investors with the financial
resources to meet the ongoing premiums as regular income
may not be expected.
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NEED FOR INDEPENDENT
INVESTMENT ANALYSIS AND
DUE DILIGENCE REVIEW

No independent legal, accounting or business advisors have
been appointed by Asset Life to represent the interests of
Investors in appointing Asset Life to undertake its designated
services. Neither Asset Life nor any of its officers, directors,
members, managers, employees or agents, has made, intends to
have made or makes hereby or otherwise any representation or
expresses or intends to express any opinion with respect to the
merits of an investment in the Policies to be offered hereunder.
Each Investor is therefore requested and encouraged to engage
its own independent accountants, appraisers, attorneys, medical
advisers, actuaries and other advisors to -

e conduct such due diligence investigation, research and
review as each of them may deem necessary or advisable,
and

e provide such opinions with respect to the merits of an
investment in the Policies to be offered hereby and
applicable risk factors as each may deem necessary or
advisable to rely upon.

Asset Life will fully cooperate with Investors in conducting
such an independent analysis, so long as Asset Life can
determine, in its reasonable discretion, that such cooperation
is not unduly burdensome.

AUSTRALIAN FINANCIAL
SERVICES REGIME

The services being offered under this Guide require the service
provider to hold an AFS licence authorising the provision of the
services. Asset Life holds an AFS licence authorising it to deal
and advise on relevant financial products. However, if Asset Life
does anything to jeopardise its AFS licence then ASIC may take
action to suspend or revoke its AFS licence, which in turn could
adversely impact the ability for Asset Life to provide the services
which will impact on the ability for Investors to source, acquire
or dispose of Polices.






