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Appendix 4E - Final Report

IMF Bentham Limited
ABN 45 067 298 088

Financial year ended
30 June 2018

Results for announcement to the market
Current reporting period: 30 June 2018
Previous reporting period: 30 June 2017

Revenue and Net Profit

Percentage

Up/Down Change $'000s
Revenue from ordinary activities Up 121% 6,610
Total income Down (59%) 23,130
Loss from ordinary activities after tax attributable to members Down (151%) (7,847)
Net loss for the period attributable to members Down (171%) (11,017)

Cents per share

The Directors have determined that no final dividend will be payable for the year ended 30 June 2018. Nil
Interim dividend paid - fully franked 3.0
Total dividends per share for the current reporting period 3.0

On 24 August 2017, the Directors declared a 4.0 cent final fully franked dividend relating to the previous

reporting period. The record date was 26 September 2017. This dividend was paid on 20 October 2017. 7.0
A fully franked interim dividend of 3.0 cents per share was declared in respect of the financial year ended 30

June 2017.

Net Tangible Asset Backing
Consolidated

2018 2017

$ $
Net tangible assets per ordinary share $0.27 $0.09
Net assets per ordinary share $2.12 $1.20

Additional Appendix 4E dislosure requirements can be found in the Directors' Report, Financial Statements and the Notes to
the Financial Statements contained in the IMF Bentham Annual Report for the year ended 30 June 2018.

Audit Report

This Appendix 4E (Final Report) is based on the audited financial statements for the year ended 30 June 2018, which are
contained within the IMF Bentham Annual Report, attached.
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IMF Bentham Limited is
a leading global litigation
funding company with
an unparalleled record
of success, achieved over
17 years since listing on

the Australian Securities
Exchange in 2001.

IMF operates globally from

14 offices in Australia, USA,
Canada, Singapore, Hong Kong
and the United Kingdom providing
funding to plaintiffs, law firms and
corporations for legal disputes.

Our highly experienced team of
investment managers ensures the
strongest cases receive funding
and are managed to facilitate
their successful resolution.
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Track Record
of Success

Delivering

results for
over 17 years

Investments funded to completion at 30 June 2018. Does not include withdrawn investments.

$2.2 billion

total
recoveries

$1.4 billion

returns for funded
claimants

2.6 years

average investment
length

1.5x

return on
invested capital

90%

Success
rate

175

investments funded
to completion
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Chairman’s
and Managing
Director’s Report

We are now three years into the five-year Strategic
Business Plan we commenced in 2015. We are delighted
to report the progress and completion of many of the
significant objectives in that plan. Over the past three
years, our focus has been to mitigate business risk
through diversification. Our risk diversification strategy has
involved expanding our geographic footprint and growing
our team, increasing the number and variety of cases

in which we invest and seeking alternative sources

of capital.

Before we delve into the detail of what we have achieved
in each of these areas, we set out the underlying
principles of our decision-making. Our company values
are transparency, innovation, entrepreneurship, fairness,
partnership and rigour. It is therefore important to us that
our stakeholders are clear about what underpins our
approach to doing business.

— We will take the long-term view over the
short-term, every time
This means preferring to maximise the value of future
cashflow over an immediate uplift in profitability.
It involves assessing risk and reward differently
from some other businesses. It necessarily
means analysing the industry and its continuing
transformation and making changes now that will
deliver value over time. Some of the decisions we
have implemented recently may not assist with short
term profitability but success in business, as in life,
usually comes down to choosing the pain of discipline
over the ease of short-term rewards. And that’s what
we are prepared to do.

7.
|

- -
Andrew Saker &
MANAGING DIRECTOR AND _—
CHIEF EXECUTIVE OFFICER

Fortune favours the bold... and wise

We will make bold decisions where it is prudent to do
s0. Our Investment Committee (“IC”) is the forum in
which potential investments are analysed and debated
with rigour in the context of our corporate strategy.
Last financial year we welcomed to our IC former
Justice of the Supreme Court of South Australia,

Mr John Sulan QC, and former Chief Judge of the
Northern District of California, Mr Vaughn Walker.
Along with our in-house members, including Hugh
McLernon and Clive Bowman who have served since
the company was founded, our IC is a formidable
assembly where case merits and strategies are
discussed openly and robustly. It is the collective
heart of the company’s investment decisions.

We are prioritising growth for long-term
profitability

We need to maintain strong positions in existing
markets while encouraging growth in emerging areas
of the rapidly evolving market. We are growing our
capacity through team and geographic expansion
and also growing our capability through new product
and service development. If we continue to execute
our services at the highest level and educate the
market about new developments and offerings we are
confident that long-term profitability will follow.

Only the best will do

To be an Investment Manager or Legal Counsel

at IMF Bentham requires an exceptional formal
education, commercial acumen and a breadth and
depth of experience in law (particularly litigation

and alternative dispute resolution). Investment
Managers make decisions every day that involve

risk, and often carry some combination of financial,
legal, reputational, and personal repercussions.

They must be adept negotiators, because they are
frequently required to negotiate funding terms, pricing,
legal strategy, conditions of settlement and more.
Similarly, to be a member of IMF Bentham’s central
management team requires dedication to your field
of expertise and to the mission of building a business
and an industry. Each new addition to our team is

an occasion for celebration because each person
contributes to the ongoing shaping of our company
culture and its continued growth.

And now we turn to the details of this year’s activities
and outcomes.

Michael Kay
NON-EXECUTIVE CHAIRMAN



Capital Diversification

In February 2017, we established Bentham IMF 1 LLC
(“Fund 17) solely for US investments. This year, we sold
the majority of our US investment portfolio to Fund 1 and,
at the same time, upsized Fund 1 to US$166.3 million
(with the potential to upsize further in future). The upsized
Fund 1 provided additional capital for US investments
without creating significant adverse deployment pressure.
This capital markets strategy converted the risk in our
US investments from balance sheet to a portfolio and
converted intangible assets to cash, enabling the cash to
be deployed elsewhere. Options for use of the remaining
sales proceeds include retiring debt, retaining cash

for management of existing large idiosyncratic risks,
expansion into Europe, or return of capital.

In October 2017, we launched two new investment
vehicles: IMF Bentham (Fund 2) Pty Ltd and IMF Bentham
(Fund 3) Pty Ltd. The two new funds, collectively known

as the Rest of World (“RoW”) Funds, provide non-
recourse leveraged capital for funding investments in
jurisdictions outside of the US. The RoW Funds will
underwrite investments in Australia, Asia, Canada and
Europe, and have a combined capacity of $150 million.

Although these decisions have had a short-term impact
on our profitability our long-term strategy should enable
us to more efficiently fund future growth and increase
our Return on Equity and Return on Assets.

Given the rate of commitment in both Fund 1 and the
RoW Funds, our focus for FY19 will be to launch new
funds for investments before we reach capacity in the
existing funds or the expiry of the Commitment Periods.

Each of these initiatives reflects our transition from
investing entirely on our own balance sheet to investing in,
and managing, fund structures and increasing our capital
resources to grow our investment portfolio.
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Chairman’s
and Managing
Director’s Report

continued

Product Diversification

Over the past 17 years, we have built a successful
business providing access to justice for claimants, most
commonly the impecunious and the ill-matched ‘David
versus Goliath’, and we will continue to do so. However,
progress requires innovation, and we see potential in
expanding our product offering to include financing
commercial disputes for solvent businesses who wish
to pursue their legal claims without resorting to their
own balance sheet.

Today’s businesses are under pressure to do more with
less. Management teams must constantly innovate to
reduce risks and expenses while at the same time build

a sustainable organisation, improve profits, and maximise
value for stakeholders. In-house corporate legal teams
report their most significant challenge is resource and
budget limitations and legal expenditure is under review.

We know that litigation, arbitration and alternative dispute
resolution are one of the largest categories of legal
expense and one of the most likely areas of work to be
outsourced by businesses. Accordingly, we are fielding
enquiries and discussing dispute financing options

with corporates who are intrigued by the possibility

of de-risking their balance sheet and monetising

their legal claims.

6O

Dispute financing for corporates may grow worldwide as
commercial enterprises become familiar with alternative
financing options and recognise the value of unlocking the
monetary value in their disputes and assuaging the risks.

It is difficult to reliably quantify the addressable market
for our range of products and services. Independent
research reports suggest the global market for legal
services exceeds $800 billion per annum, with litigation
representing approximately 40% of that figure. The
portion which comprises commercial disputes for
plaintiffs represents an attractive potential serviceable
market. And these estimates only factor in actual activity.
Market participants suggest there is an untapped
market of potential litigation which might be pursued

if costs and risks could be defrayed by a dispute
financier. The magnitude of the potential ‘shadow
market’ for our products and services is encouraging
and our team is engaging with corporate stakeholders
to raise awareness and progress opportunities.

We recognise that making, rather than taking, a new
market is a long-game which will require patience and
hard work and we will continue to work on this pursuit
throughout FY19 and beyond.

Litigation is now a permanent fixture
in the top five areas of in-house legal
work as businesses deploy legal means

as a business strategy tool’

1. 2017, Benchmarks & Leading Practices Report, Association of Corporate Counsel Australia, p 117



Geographic Diversification

This year we expanded our geographic footprint with the opening of new offices and the recruitment of new talent

in Hong Kong, Montreal and London. We also expanded our teams in existing locations with new hires in Australia,
Canada and the USA. We now have 78 people across 14 offices world-wide. Detailed biographies for our people are
available on our website.
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Chairman’s
and Managing
Director’s Report

continued

Australia

In the Australian market, IMF Bentham
enjoys a pre-eminent position, and has done
so since its inception almost 17 years ago.

We have played a leadership role in the development of
the dispute finance industry and continue to do so as the
industry adapts to its dynamic landscape. During the year
we sought qualitative feedback from key stakeholders

in our market and were delighted and humbled by the
endorsement of our market leadership, the loyalty to our
brand and the acknowledgement of our differentiators.
Our team was applauded for its expertise, integrity and
likability - all essential ingredients for a business delivering
a product-service hybrid to a sophisticated clientele.

We continue to experience an increase in multi-party
(class action) proceedings in the Australian market.
Competition for opportunities to finance shareholder
class actions is intensifying and it is becoming common
in the Australian landscape in these cases for multiple
law firms, each with a different litigation funder, to back
proceedings against the same defendant (known as
“multiplicity”). There are a number of factors potentially
fuelling this dynamic.

In Money Max Int Pty Ltd (Trustee) v QBE Insurance
Group Limited [2016] FCAFC 148 the Federal Court of
Australia granted a “Common Fund” order directing all
group members of the class action to pay a portion of any
recoveries to a litigation funder as consideration for the
funder’s financing of the class action, even if they had not
already signed a funding agreement. This has arguably
encouraged more open classes (Where the class is not
limited to persons who have signed a funding agreement)
and increased the likelihood of competing class actions,
as there is no material threshold in respect of claim size
to satisfy before commencing a shareholder class action.

The Courts are grappling with how to deal with multiple
claims against a common defendant for essentially the
same or similar sets of claims and we have seen one
case (the Get Swift case) Perera v GetSwift Limited
[2018] FCA 732 (currently on appeal) where the Court has
applied a number of factors to choose one funder/lawyer

group over others. This case did not involve IMF Bentham.

We believe IMF Bentham is well placed to win these types
of beauty parades.

This year we assessed 302 new investment opportunities
and invested in 7 class actions — an increase over
previous periods.

In December 2017, the Australian Government initiated
a Royal Commission into Misconduct in the Banking,
Superannuation and Financial Services Industry.

The Commission is uncovering misconduct in the
financial services sector which is pointing to potential
class actions. The first example of this is a number of
class actions against Australian financial services giant,
AMP, one of which IMF Bentham is financing. Retail and
institutional investors in AMP are seeking damages for
alleged disclosure contraventions by AMP. Four class
actions have been filed in the Federal Court and one has
been filed in the NSW Supreme Court, against AMP.

In addition to AMP, IMF Bentham is funding cases against
the Australian Government (contamination from RAAF
Base Tindal in Katherine, Northern Territory), Brambles
(an ASX-listed supply chain logistics company), the
Commonwealth Bank of Australia (Australia’s largest

retail bank), Murray Goulburn (one of Australia’s largest
dairy foods companies) and Sirtex Medical Limited

(an Australian-based medical device company),

among others.

During the year, the class action against Treasury Wine
Estates Limited (a global winemaking and distribution
business with headquarters in Melbourne, Australia) was
successfully settled for $49 million inclusive of costs and
interest. The trial in the Westgem investment (a Perth-
based property development company) commenced
and concluded in July 2018 and the Wivenhoe trial

(a compensation claim for financial loss or damage
caused by the alleged negligent operation of Wivenhoe
and Somerset dams in Queensland, Australia) is
continuing. Mediations were held in a number of cases,
which ultimately did not settle and those actions continue.

Total Estimated Addressable Market for Australia
Total Estimated Annual Market Legal Spend: $19.7b

81% 9%

19%

Estimated Litigation Portion of Total Legal Spend
W Estimated Total Addressable Market as % of Total Legal Spend



To meet demand, our Australian team welcomed a new
Investment Manager, Gavin Beardsell, who brings a
wealth of expertise particularly in the insurance sector.

We are witnessing the internationalisation of the dispute
finance industry in Australia. Domestic law firms are
increasingly becoming part of larger international
operations and off-shore funders and After-the-Event
(“ATE”) insurers (which typically provide coverage for

In spite of increased
competition in the
Australian market, IMF
Bentham is very well
placed to win the conduct
of matters it wishes to
fund and to respond to
the changing dynamics

in the shareholder class
action space.

Clive Bowman

CHIEF EXECUTIVE —
AUSTRALIA AND ASIA

adverse costs) are increasingly pursuing Australian-based
opportunities. This can be interpreted as an endorsement
of the potential in the Australian market. Australia’s legal
services market is estimated at $19.7 billion? per annum
of which approximately 19%? is attributed to litigation and
dispute resolution. On these figures, this translates into a
potential plaintiff pool of almost $1.9 billion annually - an

attractive potential market for funders given that estimated

penetration rates are likely to be no more than 5%.
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Chairman’s
and Managing
Director’s Report

continued

Asia

Since the launch of our regional head
office in Singapore in early 2017, we have
experienced increasing interest in dispute
finance across Asia.

Demand is evident from a range of jurisdictions including
China, Europe, Hong Kong, India, Japan, Korea, Malaysia,
Thailand, the Philippines and Vietnam, as well as local
Singaporean parties.

Singapore is a leading global hub for international dispute
resolution (including international arbitration, insolvency
and restructuring, as well as international commercial
litigation). This year we financed our first international
commercial arbitration in Singapore, one of the first
known examples since the city-state passed new laws

in 2017 allowing the use of third-party dispute finance.
We have also signed our first Singapore insolvency
funding agreement (subject to Court approval). As in
other markets, we are increasingly working with solvent
corporates to help manage the risk and costs associated
with complex commercial disputes.

Building on the success of our Singapore experience,

in January 2018 we opened an office in Hong Kong
(another leading regional disputes hub) and welcomed
new Associate Investment Manager Cheng-Yee Khong
(formerly Director of Secretariat of the International
Chamber of Commerce (ICC) International Court of
Arbitration in Asia). We are currently the only significant
dispute financier with resources permanently on the
ground in Hong Kong. In recent years, we have had
success in funding Hong Kong insolvency matters, and
this continues to be a focus. This year, international
arbitration financing has been expressly endorsed in Hong
Kong under new legislation expected to come into force
shortly. We have also been involved in the first known
application for approval on access to justice grounds of a
funding agreement in Hong Kong commercial litigation.

Led by Tom Glasgow in Singapore and supported by
resources in Australia, our Asia team assesses and
manages investments across Asia. They traverse the
region to educate the market and forge relationships,
regularly presenting on third-party dispute finance to law
firms and at legal and industry conferences and publishing
in respected journals and media outlets. Our Asia team

is actively pursuing opportunities to fund commercial
parties, law firms and insolvency practitioners, with a brief
to build institutional relationships with global law firms
and multinational corporations.

Having Investment Managers assessing investments

on the ground in Singapore and Hong Kong means we
can respond quickly to business opportunities across
the region, build strong relationships through face to
face interaction, and provide superior service to funding
applicants and their legal advisers. This has helped us
to quickly become one of the leading brand names for
dispute finance in Asia.

It is particularly difficult to accurately assess the size of
the potential market for dispute finance in Asia, as it is
not a homogenous legal market. Perhaps one apposite
measure for part of our Asia business is the volume of
international arbitration cases appearing in the Singapore
and Hong Kong arbitral institutions. In 2017 arbitral
institutions in Singapore and Hong Kong managed
arbitration cases with total claim value approximating
$22.76 billion*. Adding China and India’s potential demand
for dispute finance would increase estimates for Asia
significantly. China’s legal services market is estimated
to be growing at a compound annual growth rate of
8.5%° and liberalisation, and an appetite for international
arbitration, make this a potentially fertile ground for our
arbitration financing. India’s legal services market has

an estimated compound annual growth rate of 11.93%5,
mainly driven by foreign investments and cross-border
transactions with foreign companies - also fertile ground,
particularly for arbitration financing. We have cemented
our position as a leading brand for international dispute
finance in Hong Kong and Singapore, especially among
law firms and insolvency practitioners, and we continue
to build an understanding of our business model among
corporates and key legal services contacts across the
wider Asia region, including in developing markets such
as India and China.

4. SIAC (Singapore International Arbitration Centre), HKIAC (Hong Kong International Arbitration Centre), ICC (International Chamber of Commerce

International Court of Arbitration)

5. 2018, Legal Services Global Market Report, The Business Research Company, p 156
6. 2018, Legal Services Global Market Report, The Business Research Company, p 167
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This is an enormously exciting time to be
part of the third-party finance industry

in Asia. This is a very large and diverse
market, where dispute finance is relatively
new but the speed of growth is incredible.
The potential opportunities for the
business are immense.

Tom Glasgow

INVESTMENT MANAGER
HEAD OF IMF BENTHAM ASIA
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Chairman’s
and Managing
Director’s Report

continued

Canada

We are enjoying the challenge of parlaying
the lessons learned from Australia and
other markets to the Canadian market,

a jurisdiction which shares some similarities
to the Australian justice system, language
and culture.

We are applying decades of experience in dispute
funding to develop our Canadian presence and have
recruited a strong team to meet growing demand.

This year, the Canadian team welcomed three new
members. In Montreal, seasoned litigator emeritus
George Hendy, Ad.E, joined the team as a Senior
Adviser, Nickolas Tzoulas joined our Toronto office as
Legal Counsel and Geoff Moysa joined as an Investment
Manager & Legal Counsel. At the start of FY19, we will
also welcome senior litigation practitioner, Pierre-Jéréme
Bouchard, as Investment Manager and Legal Counsel
to head the Montreal office.

In addition to servicing our active investments and

those in the pipeline, our newest team members have
brought with them referral sources and new business
opportunities. This year we received 127 applications

for funding. Not only is the volume of referrals increasing,
but they are also of higher quality, reflecting the refined
understanding among law firms of the types of cases
best suited to dispute finance.

The cases we funded during the year came from across
the country and from diverse sources spanning leading
national law firms (the ‘Seven Sisters’) to smaller litigation
boutique practices. Most of the cases involve risk-sharing
arrangements with clients and law firms. Amongst the
funded cases is a claim against a global pharmaceutical
company for alleged patent infringement. Two of the
cases — a class action and an insolvency related mater —

are funded on a conditional basis pending court approval.

We currently have another 30 cases in various stages of
due diligence.

It is fair to say the dispute finance industry in Canada

is in the ‘introduction’ phase of its lifecycle. Accordingly,
one of our team’s priorities is to explain our products
and services and their uses to clients and their legal
advisors. Generating curiosity and demonstrating
opportunity are important precursors to new business
leads, and these activities are best done face to face.

This year our team delivered presentations extensively

to our target audience via bespoke events and broader
industry conferences and gatherings. We are generating
significant positive coverage in respected business and
legal media - a reflection of the growing interest in dispute
funding - and are establishing our brand in Canada as the
pioneer in the market.

Having expanded our footprint this year to include
Montreal, there are sound reasons to consider
establishing a permanent presence in additional provinces
across Canada in the coming years. Our business model
is distinguished by Investment Managers being on-the-
ground close to funded parties and their lawyers and we
are exploring the merits of being more dispersed around
Canada, as we have in our other geographic markets.

Analysts estimate the value of the Canadian legal

services market at $25.72 billion” per annum, of which
approximately $3.52 billion® annually is litigation, rendering
an estimated $1.76 billion to plaintiff-side claims. While
there continues to be ad-hoc dispute financing activity
from US hedge funds, venture-capital firms and off-

shore funders, there are few systemic competitors on the
observable horizon and no other international funder has
a physical presence in Canada.

Total Estimated Addressable Market for Canada
Total Estimated Annual Market Legal Spend: $25.72b

86.4% 7%

13.7%

Estimated Litigation Portion of Total Legal Spend
B Estimated Total Addressable Market as % of Total Legal Spend

7. Morea, S, 2017, IBISWorld Industry Report 54111CA. Law Firms in Canada, IBISWorld, p 5
8. Morea, S, 2017, IBISWorld Industry Report 54111CA, Law Firms in Canada, IBISWorld, p 13
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It is gratifying to see the germination of the seeds of the
early work we have done educating the Canadian legal
and corporate communities about litigation funding.

I am proud of what our team has achieved in the two
and a half short years that we have been operating

in Canada. Clients and law firms are increasingly
seeing the many and varied benefits
of working with a litigation funder
to deal with complex cost and risk
mitigation issues. I am excited
to continue the work we have
started and to see Bentham's
business and the industry
mature in Canada.

Tania Sulan
CHIEF INVESTMENT OFFICER
CANADA
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Chairman’s
and Managing
Director’s Report

continued

USA

Since commencing in 2011, our US business
has expanded rapidly in a sophisticated
dispute finance market.

We bring a methodology and corporate wisdom road-
tested in Australia and we are one of the only funders
offering a multi-office regional approach, with offices in
New York, Houston, Los Angeles and San Francisco.

We have been building relationships across the legal
industry for many years and are now a preferred funder
for many leading law firms. We have active relationships
with 114 of the ‘AmLaw 1-200’ firms (70 of which are

in the AmLaw 100) and 113 of those 1-200 firms have
approached us or met with us for funding opportunities
(69 of those firms are in the AmLaw 100).

In May, the US team achieved a Tier 1 ranking from
Chambers and Partners?®, reflecting the experience
of our Investment Managers and Legal Counsel,
who source and investigate investment opportunities
through to funding.

This year we launched a new specialised bankruptcy
dispute finance practice to assist stakeholders involved
in insolvency-related matters and welcomed Investment
Manager and Legal Counsel, Ken Epstein, to lead this
practice. There are stresses appearing in numerous
industry sectors and this is an appropriate time to
devote more resources and capital to investment
opportunities in this area.

Charlie Gollow
CHIEF EXECUTIVE —
us

14

Our US team also welcomed Corporate Counsel
Christopher Young who advises our US and international
staff on US corporate legal issues. We also expanded the
team with two new Legal Counsel appointments - Amy
Geise in Houston and Sarah Jacobson in New York.

As FY19 commences, we will be augmenting our Los
Angeles team with new Legal Counsel, Connor Williams
and a new Investment Manager.

At 30 June 2018 our US team is managing 42 investments
comprising 219 separate cases constituting over

$187.3 million in capital commitments. These investments
(the details of which remain confidential) comprise law
firm portfolios and direct investments in commercial
disputes (with legal claims covering personal injury,
consumer class actions, intellectual property, anti-trust,
insurance, whistleblower and qui tam cases and anti-
terrorism to name a few).

We are sometimes asked about the ideal balance for our
business, between investing in single-party cases versus
investing in portfolios of cases. Portfolio investing allows
costs and risks to be collateralised across the cases
within the portfolio, with a commensurate reduction in
return. Investing in single-party cases generally involves
greater risk, given the binary nature of the outcome, but
concurrently delivers greater returns. Our Investment
Managers and Legal Counsel in the US have the skill set
to be able to identify single-party cases that meet our
investment criteria, and with our robust IC process we
will approve those single-party cases that satisfy our risk
parameters. As such, we are comfortable in being able
to continue to invest in single-party cases, where others
may fear to tread, seeking those higher returns. However,
we will continue to balance risk and returns for our
shareholders by investing in both types of investment
opportunities

The US is the largest market in the world for legal
services and litigation, representing approximately

40%° of the global legal market. The US legal services
market is estimated at $357.6 billion annually™, of which
approximately 36% is attributed to commercial litigation.
Furthermore, US spending on litigation reportedly rose in
2017 and is expected to grow an additional 5.1% in 2018.
The potential of this market is energising and with every
addition to our team, we increase our capacity to harness
this opportunity.

9. Independent global ranking Agency, benchmarking legal industry
participants since 1990. Now covering 185 jurisdictions

10. 2018, Legal Services Global Market Report 2018, The Business
Research Company, p 69

11. 2018, Report on the State of the Legal Market, Thomson Reuters
Peer Monitor & Georgetown Law, p 15



Five or ten years ago this
industry barely existed in the
USA. Now it’s thriving and
Bentham is at the forefront
of the industry.

Allison Chock

CHIEF INVESTMENT OFFICER US
LEGAL COUNSEL

Total Estimated Addressable Market
for United States
Total Estimated Annual Market Legal Spend: $357.6b

64% 36%

Estimated Litigation Portion of Total Legal Spend
M Estimated Total Addressable Market as % of Total Legal Spend
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United Kingdom and Europe

Following the dissolution of our joint
venture arrangement in Europe and the
expiry of our twelve-month restraint

on operating in the region, we resumed
activity in the UK and EU in July 2017.

This year Alistair Croft joined the company, and is
based in London, to source and manage investment
opportunities throughout the UK and Europe. In
addition, US-based Noah Wortman joined our team
as a Business Development Manager (Global Investor
Recoveries) responsible for institutional investor
relationships across Europe, as well as other parts of
our international network.

Over recent years, high-profile, multi-party matters
have become a prominent feature of the EU market.
Examples include the Volkswagen emissions case

in Germany, the Tesco accounting scandal and the
shareholder litigation against Royal Bank of Scotland
over its 2008 rights issue. Our objective is to apply
our global expertise in multi-party matters to re-
establish our brand and financing activity across

the UK and Europe.

Another key element of our growth plan is to provide

dispute finance for corporates (including for commercial

and investment arbitration) and we are engaged in
discussions with companies in sectors ranging from
energy and telecommunications to insurance.

The UK legal services market is the second largest

in the world, after the US, with an estimated value of
$54.9 billion'2. Approximately 26%* of this is attributed to
areas of law relevant to our business, presenting a sizable
addressable market for our products and services. Over
the next five years, the legal services market is expected
to grow at a compound annual rate of approximately
6.5%", largely due to the impact of Brexit, globalisation
and increased M&A activity related to its large financial
centre in London. Market size and potential for the wider
EU is harder to quantify, but we believe that significant
opportunities exist.

As we move into FY19, we look forward to expanding our
continental footprint via organic growth and via strategic
partnerships with businesses in civil law jurisdictions
who offer the civil law expertise and cultural and linguistic
capabilities necessary to succeed in those markets.

Total Estimated Addressable Market
for United Kingdom

Total Estimated Annual Market Legal Spend: $54.9b

74% 13%

26%

Estimated Litigation Portion of Total Legal Spend
W Estimated Total Addressable Market as % of Total Legal Spend

12. Clutterbuck, E, 2017, IBISWorld Industry Report M69.10, Legal Activities in the UK, IBISWorld, p 4
13. Clutterbuck, E, 2017, IBISWorld Industry Report M69.10, Legal Activities in the UK, IBISWorld, p 13
14. 2018, Legal Services Global Market Report, The Business Research Company, p 95
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FY18 has been a reboot
for our European
business, following the
end of the joint venture
arrangement. The

UK funding market is
becoming increasingly
competitive, but we still
see significant upside
potential for our
business in certain
key sectors. FY19
should be an
exciting year as
we look to grow
our portfolio
and invest

in personnel
and strategic
partnerships.

Oliver Gayner
INVESTMENT MANAGER
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We are encouraged by our experience of year-on-year
growth in new funding applications across our investment
categories and (conditional and unconditional) funding
commitments, as evidenced in the accompanying
diagrams.

Our focus on transitioning away from idiosyncratic risk

to the systemic risk of a portfolio, is reflected in the
increased number of investments in our portfolio, across a
broader range of case types, sizes and jurisdictions. As at
30 June 2018, our global investment portfolio comprised
75 active investments spread between balance sheet and
fund structures. These investments (42 US and 33 RoW)
total $229 million in capital commitments. We also have

a strong pipeline with a further 5 matters conditionally
approved for funding, and opportunities in all jurisdictions.

EPV by Investment Type ($m)

545 36
237
221
2,039
529
392
248
1,396
Group Insolvency
Commercial Arbitration
Patent Whistleblower
[ | Appeal B LawFirm
M OtherIP

This year we set a target to invest in 64 new cases and
deploy $138.0 million across our global portfolio. Whilst
we did not meet the first metric with 26 new investments
and funding extended on a further 14 investments, we
surpassed the second, with the total dollar value of new
investments including IC approved and conditionally
funded investments exceeding $147.0 million. The

cases in which we invest vary in size and overall, we

are witnessing an increase in the average size of those
cases. In the future, we propose to set a target for funds
committed for deployment, as the fund structures in
which we now operate impose concentration limits for
individual and portfolio investments, meaning that the
diversification targets we set in terms of case numbers
is now less relevant.
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Since commencing the US Fund in February 2017, we When we embarked upon our new Strategic Plan
have committed US$137.6 million in investments (86.2% three years ago, our investment commitments totalled
of Fund 1), and already deployed US$110.5 million. $54.0 million per annum. In this short period of time we
Since commencing the RoW Funds in October 2017, have grown our Estimated Portfolio Value'® (‘EPV”, as
we have committed $65.7 million in investments (53.4%) defined in our quarterly portfolio announcements) from
and deployed $7.3 million. We are ahead of schedule in $2.0 billion to $5.6 billion - a compounded annual growth
terms of commitments, which has accelerated the need rate of 40.9%.
to commence the consideration of new funds to meet
future investment opportunities.
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15. Invested and committed capital is equal to the total capital either invested or committed to investments, translated to Australian dollars at the %)
foreign exchange spot rate prevailing on the reporting date. Actual and budgeted investments and commitments is categorised as non-IFRS L
information prepared in accordance with ASIC Regulatory Guidance 230 - Disclosing non-IFRS financial information, issued in December 2011. s
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The dispute financing industry is in the process of reform
in many of the jurisdictions in which we operate.

We expect and embrace change and so we have
welcomed the regulatory reviews and oversight that are
taking place, and indeed have long called for appropriate
regulation as our industry matures and expands to the
mainstream.

Australia

In Australia, two regulatory reviews were underway
during FY18.

The Victorian Law Reform Commission (VLRC)
commenced an Inquiry into Litigation Funding and Group
Proceedings in January 2017, delivered its report (‘Access
to Justice: Litigation Funding and Group Proceedings’)

to the Victorian State Attorney-General in April 2018 and
published the report on 19 June 2018.

The VLRC Inquiry considered a number of issues related
to the use of dispute financing, particularly in class
actions (currently under consideration by the Australian
Law Reform Commission (ALRC), discussed below).

The VLRC recommended that Victorian lawyers be
permitted to charge contingency fees in class actions
and also recommended legislative amendments to
provide the Court with power to review and vary legal
costs, dispute finance fees and charges, and settlement
distribution costs to ensure they are fair and reasonable.
IMF Bentham has submitted to the VLRC that the Courts
consider introducing a costs budgeting procedure,
(similar to part of the UK Jackson civil procedure
reforms) requiring claimant and defendant lawyers to file
their estimated costs in court at an early stage. We will
continue to participate in the debate surrounding this
important industry development.

Finally, the VLRC recommended that the Victorian State
Government should advocate for stronger national
regulation and supervision of the third-party dispute
finance industry (also currently under consideration by the
ALRC, discussed below). The Victorian Government is
presently considering all of the VLRC’s recommendations.

In addition to the VLRC Inquiry, in December 2017 the
ALRC commenced a Federal Inquiry into Class Action
proceedings and third-party Litigation Funders. A
Discussion Paper was published at the beginning of
June 2018, stakeholder consultation followed and the
ALRC invited submissions by 30 July 2018. The ALRC
is due to report to the Commonwealth Attorney-General
by 21 December 2018.




In its Discussion Paper, the ALRC proposed that litigation
funders be licensed. We strongly support this proposal,
which we have advocated for many years.

We are now seeing increasing competition for class action
funding as new (mainly overseas) funders have entered
the market. These funders often hold very few assets

in Australia and, where they are unlisted private entities,
their financial position is opaque.

It is important that dispute financiers can honour

the financial promises they make, including to pay
adverse costs if the litigation is lost. We believe that a
proportionate and effective licensing regime could ensure
these standards are met and reduce costs for litigants
by minimising the need for bespoke management of
funding arrangements by the courts. For many years
IMF Bentham operated under the licensing regime of
the Australian Securities and Investments Commission
(ASIC) and previously endorsed the 2014 Productivity
Commission’s recommendation to introduce minimum
capital adequacy requirements.

The ALRC also proposed that lawyers be permitted
to charge contingency fees in class actions.

IMF Bentham contributed a detailed submission
to the ALRC.

Asia

Demand for commercial financing of litigation, arbitration
and insolvency cases is growing across Asia. In some
jurisdictions, third-party dispute finance is neither
expressly permitted nor expressly prohibited. As demand
for litigation finance increases, we expect further judicial
and legislative reforms to expand permission for funding.

Singapore expressly endorsed third party financing
in international arbitration (and related proceedings)
in March 2017. The Singapore arbitration funding
market looks set to grow as a result and the
Singapore International Arbitration Centre (SIAC)
reports an ever-increasing caseload.

We recently provided feedback to the Singapore Ministry
of Law as part of its industry feedback-gathering to
assess the impact of the new legislation. The legal
community is positive about the benefits of third-party
dispute financing and we expect this to lead to further
opportunities to fund commercial litigation cases as well
as international arbitration and insolvency matters.

In Hong Kong, the Arbitration and Mediation Legislation
(Third Party Funding) (Amendment) Bill 2016 was passed
in June 2017, paving the way for third-party dispute
finance of international arbitration in Hong Kong.

The Department of Justice is now preparing a Code of
Practice, and once the Code is finalised, we anticipate
the provisions permitting third-party dispute finance in
international arbitration will come into effect in late 2018.

IMF Bentham participates actively, and respectfully, in
discussions around regulatory reform and development
in each of the Asian jurisdictions in which we operate.
We also take a leadership position in the development
of case law around dispute financing. In Hong Kong

we have been involved in an application to the High
Court, believed to be a market first, seeking approval for
funding of a commercial proceeding on the grounds of
access to justice.

Canada

The third-party dispute financing industry is unregulated
in Canada with no proposed reform on the horizon. This
reflects the nascent status of the industry. Consistent
with our position in other jurisdictions, we would welcome
appropriate and well-formulated regulation.

There have been a number of Canadian legal industry
studies and consultations released this year relevant to
our business, including the October 2017 British Columbia
Law Institute Study Paper on Financing Litigation, the
2018 Law Society of Ontario Contingency Fee Reform
Consultation Paper, the March 2018 Law Commission of
Ontario Consultation Paper on Class Actions: Objectives,
Experiences and Reform for which our company was
interviewed and made a submission.

This year there have been four Canadian reported
decisions on third-party dispute financing. These
decisions all arise from cases we have funded. This

new and evolving jurisprudence is shaping the landscape
and will determine how funders conduct business in
Canada in the future.

USA

In May 2018, a bill was introduced into the Senate

(The Litigation Funding Transparency Act of 2018),
proposing the disclosure of litigation funding
arrangements (including the funding agreements
themselves) in any federal class actions and federal
multi-jurisdiction litigation. Without accompanying
privilege protections, such disclosure would not be in the
best interests of claimants. Our assessment is that the
proposed legislation arguably imposes more barriers to
entry for claimants who are trying to bring meritorious
lawsuits against well-resourced opponents (often massive
corporations) as it is likely that such disclosure will result
in additional, and significant, interlocutory procedures
resulting in further costs for plaintiffs, and a significant
use of Court resources.

As the issue of litigation finance disclosure is already
under examination by the Federal Advisory Committee
on Rules of Civil Procedure, and there are existing
ethical rules governing attorney-client relationships to
avoid conflicts of interest, it remains to be seen whether
the Senate will accede to the Advisory Committee in
this instance.
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We have contributed a submission to the Federal
Advisory Committee on Rules of Civil Procedure on this
issue and we continue to speak to and lobby parties
with vested interests.

In a non-binding advisory opinion, the New York City
Bar Association recently opined that non-recourse

third party funding of law firm portfolios breaches the
New York Rules of Professional Conduct Rule 5.4(a)
(designed to preserve lawyers’ independence and prevent
lawyers sharing fees or forming partnerships with non-
lawyers). The advice we have obtained from legal ethics
experts and which is shared by others in the industry,

is that this opinion is a very literal reading of the Rule
which is incorrect and is contrary to various New York
court decisions. Law firm portfolio funding also forms

a minor part of Bentham’s funding in New York.

United Kingdom and Europe

In the UK, third-party dispute finance is growing as
investment capital flows into the sector. Under English law,
a dispute finance agreement is generally not considered
champertous, and whilst funders can be held liable to
pay adverse costs, the so-called “Arkin Cap” (after Arkin
v Borchard Lines & Others 2005 EWCA Civ 655) limits
that exposure to the amount of the funder’s investment.
A voluntary code of conduct was introduced as part of
the Jackson civil procedure reforms by the Association of
Litigation Funders (ALF Code). A wide range of financing
options are permitted under English law.

There were no material changes to the regulatory climate
in the UK during this financial year.

In the context of international arbitration, a comprehensive
report by the International Council for Commercial
Arbitration and The School of Law at Queen Mary
University of London embraced the use of third-

party financing in arbitration and made a number of
recommendations for arbitration tribunals to follow.

In continental Europe, third-party financing is permitted
and growing in many civil law countries.

Competitive Landscape

In the ‘emergence’ phase of our industry’s life cycle, we
were rewarded with the high margins and low competition
that came with being a first-mover. As our industry enters
its next phase of growth, it is natural to expect increased
competition and some price pressure.

However we do not expect significant price compression
as returns promised by newly-launched competitor funds
are high and they will strive to maintain the margins they
have promised their investors. In addition, IMF Bentham
has a differentiated business model - in addition to
providing capital, we bring recognised value to each
investment, enabling us to earn higher margins.

22

In some of our markets we are the pioneer and market
leader and in others we are among an exclusive set of
leading players. Competition has generally increased

in each of the jurisdictions in which we operate. Our
competitors include domestic and international funders
as well as substitutes such as contingency law firms
and hedge funds. Some fields, such as securities
class actions in Australia, are experiencing healthy
competition at present (for reasons covered earlier),
while other domains, such as Canada, are still relatively
unrecognised by potential competitors.

Competition will always emerge, but success in this
industry requires the confluence of many factors, and
some of the most critical (financial and human resources)
are also the most challenging for competitors to master.

It is a delicate recipe to invest wisely and profitably in
litigation, and we have seen numerous market entrants
come and go. New operators can be lured by the promise
of a growth industry and attractive financial returns,

but ultimately, they can become submerged by the
significant challenges.

Over the years, only a coterie of legitimate competitors
has risen to the top. Although we are never complacent
or hubristic, we are very aware of the significant
barriers to entry in this industry, as we have faced and
surmounted each one. Our diversification strategy has
involved deliberately and steadily developing defensive
positions on each front.

— Financial Capital: Significant capital reserves are
necessary to invest in large claims whose returns are
potentially significant, but perhaps more importantly,
a sizeable war chest is essential to achieve portfolio
diversification. We believe that portfolio diversification
is essential to off-setting the risks associated with
dispute financing. In addition to the quantum of
capital, the way we have structured our capital in
funds enables us to be flexible in the way we deploy
that capital.

— Human Capital: Evaluating and determining which
disputes to invest in requires skills that are not easily
replicable. It takes years to build a talented team
and, once established, there is no facsimile. Not only
is IMF Bentham home to one of the founders of the
industry, but we have been amassing an entire team
over 17 years, whose collective wisdom is now
a comparative advantage.

— Global Coverage: In an increasingly global industry,
having an expansive geographic footprint is essential.
The diversification assists with risk mitigation and the
local presence facilitates jurisdictional understanding
and relationships which in turn drive new business.
We have been assiduously expanding our global
presence for a number of years and are now well-
resourced on the ground in each of the important
funding jurisdictions, with more to come in the
growth markets.



— Relationships: Dispute financing requires
relationships across commerce, finance,
insurance, academia, government, media, and
of course all layers of the legal industry (including
private practice, the Bar and the judiciary). Good
relationships take time, patience and commitment
and we have been cultivating ours over a lifetime
(individually and institutionally), forming a deep and
broad global network of ‘clients’, referrers, expert
advisers and suppliers.

— Innovation and Product Development: From our
early days of insolvency funding, we have expanded
our market offering to include financing for group/
class actions, arbitration, law firm portfolios and all
manner of commercial disputes and are now actively
engaged in developing dispute financing solutions
for corporates.

— Technology and Systems: \We have developed our
own proprietary technology platforms and business
processes for case evaluation and management
and leverage these every day, as well as continually
improving them for future return.

Risk Management

We are in the business of risk assessment, management
and mitigation, and we are comfortable with this mantle.
Every day we navigate risk on behalf of others - balancing
caution with entrepreneurialism to achieve commercial,
legal and ethical objectives - and as a result, we

have become an entrusted ‘safe pair of hands’ for many.

For our own organisation, we face some risks that are
unigue to our industry and some that are common
across sectors. We have systems to identify and
address each one.

Portfolio Concentration

There is always the risk that a case in which we invest
may be lost. Despite the best case-selection, case
strategy and execution, litigation is not a perfect science
and is sometimes subject to the vagaries of economics,
emotions, judicial proclivities and other influences.

The first step of our risk mitigation here is to have a
skilled Investment Management team and experienced
Investment Committee who identify and select the cases
in which to invest. We have achieved a 90% success
rate, across 175 cases over our 17-year history because
we understand the above ingredients in litigation and are
good at identifying and accounting for the nuances of
litigation. We minimise the risk of exposure to potential
individual case losses through portfolio diversification -
increasing the size and geographic spread of our global
portfolio and varying the type of cases we fund.

Although we currently have portfolio concentration

risk associated with investments in Wivenhoe and
Westgem, our diversification strategy has reduced
concentration risk for future periods. Our views on the
prospects of those two cases have been communicated
to investors throughout the year and have not changed.
However, if one or both cases were to be lost, they would
have a material impact on IMF Bentham’s financial results
and its cash position. We have taken steps, including
co-funding and ACO insurance cover, to mitigate in part
these impacts but IMF Bentham retains material adverse
cost risk on these investments.

Our diversification strategy has sought to reduce portfolio
concentration risk in future periods. We are mitigating the
impact of potential case losses in the future by switching
to funding vehicles to finance our investments.

We have robust internal risk management protocols
which are reviewed and pressure-tested periodically by
external independent consultants. From there we are
able to make educated and calculated decisions of what
insurable risks are deemed necessary to be transferred
to insurance policies where available and what retentions
are to be carried. Whether negotiating insurance for our
global portfolio or other aspects of our operations, we
team with the best in the business to achieve world-class
cover. The collaboration and ongoing dialogue between
our highly experienced team and our strategic insurance
partners often results in innovative approaches and
bespoke insurance solutions, not previously conceived
or available to others on the market.

Competition

1If you build it they will come’...

When you conceive a new industry and demonstrate its
viability, it is inevitable, almost flattering, that competition
will follow. The proper response to competition is
differentiation and innovation.

Fortunately, our business has many differentiators,
including our track record, capital adequacy, adverse
costs coverage and provision of security for costs,
transparency through public listing, reputation for integrity
and fairness (and the brand equity that follows), talented
people who bring strategic insights and hands-on project
management to each investment and our Perth-based
Client Liaison Team who run class action administration.

Innovation is also a mindset we have exhibited since
inception. Although what it meant to innovate seventeen
years ago when we started is different to what it means
to innovate today, it is in our corporate DNA to develop
products, services and methodologies that never existed
before and in so doing define the market and the industry.
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We are not
building a
business, we
are building
an industry.

Hugh McLernon
EXECUTIVE DIRECTOR

24

.
LI -
. <
-
‘\‘ -
S — )




Regulatory Reform

Reform and disruption are inevitable in every industry
today and ours is no different. Regulation in our key
markets may change in the future and impact our
business model. Indeed there are proposed regulatory
reforms in several of our markets right now. Common law
developments can also alter the landscape.

Our best response to change is awareness, involvement
and leadership - to keep abreast of potential changes, to
have a seat at the table in any discussions and to continue
to innovate. We are doing all of these.

Key-person dependency

We are privileged to have one of the industry’s pioneers
as an executive director and many senior executives
whose skills and industry knowledge are unparalleled.
We value the contribution of our executive directors,
senior management and key personnel to oversee the
day-to-day operations and the strategic management of
the company and protect our corporate know-how.

We like to think of each of our people as a ‘key person’

as everyone plays a role in our business’s overall success.
Our business has now reached a size and sophistication
that the whole is greater than the sum of its individual
parts. Today it is our combined know-how and business
processes that are key to our performance.

Of course, we protect ourselves with the usual non-
compete, confidentiality and IP protection agreements

for our people and we actively engage in coaching,
mentoring, professional development and other
measures to build, transfer and safe-guard our

corporate knowledge, plus we have an attractive Long
Term Incentive Plan (“LTIP”) which rewards loyalty and
engagement. We are fortunate to experience low turnover,
high engagement and loyalty and our recipe stays within
the family.

IT and Data Security

We invest in security hardware, software, systems and
policies to remain abreast of constantly-evolving IT
threats. We undergo audits by external security and

IT providers and continuously adjust our approaches.
We are also careful to protect the confidentiality of our
IT security systems and consequently, provide only

an outline here.

What we can say, is that IT and data security today
focuses as much on threats from social engineering

as it does on threats posed by external penetration or
‘hacking’. Those who seek to illegally obtain or corrupt
the confidential or competitive information of others, often
now do so by inveigling themselves into the world of
unsuspecting innocents (including customers, employees,
suppliers and the like). Accordingly, in addition to the
security measures taken by our IT team, everyone in our
organisation is tasked with responsibility for protecting
data and commercially-sensitive know-how. Vigilance
cannot be delegated. From our Board of Directors to

our newest recruit, all of our people are part of our
armour and we conduct ongoing awareness and training
campaigns to ensure our people are cognisant of potential
threats and their role in protecting our organisation.

[T threats are ever-present in today’s world and we are
committed to doing everything we can to protect our
organisation.

Fortunately, our business captures very limited
information about claimants, so our obligations under
privacy and data protection regulations are minimal.
This year Europe’s new Global Data Protection
Regulations (GDPR) impacted many global businesses
and, like others, we reviewed our procedures but as our
EU footprint is presently confined, the new regulations
had minimal impact for our business.

Brand and Reputation

Every business is exposed to the threat of damage to
its reputation, name or brand, and ours is not immune.
The sources can be multifarious but the impact is often
homogenous - when an institution’s reputation is sullied,
stakeholder trust and loyalty is eroded and brand equity
and financial value is usually compromised. The effects
can be long-lasting - trust can be lost quickly but can
take a lifetime to regain and will never be as robust.

Given the nature of some of the cases we fund, we
regularly see the impact of institutional reputational damage
and are acutely aware of the risk facing every business.

We have a strong risk management culture and
numerous policies and practices in place to safe-
guard our reputation including escalation procedures
throughout our organisation structure and regular
and clear communication with all stakeholders.
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They're really diligent.
They master their brief.
Engage on a case in a way
that’s informed. [We] feel
like partners.

PARTNER, AUSTRALIAN LAW FIRM

Corporate Governance and Compliance

As a publicly-traded company on the Australian Securities
Exchange, and a business with experienced financiers
and lawyers at the helm, we are acutely aware of our legal
and regulatory obligations. Full details of our Corporate
Governance program are available on our website.

Tax

Our business is predominantly tax-domiciled in Australia
and the United States and contributes via taxes to the
communities in which we live and work. Naturally, as a
publicly-listed, for-profit organisation, we seek to meet
our tax obligations while maximising the interests of our
shareholders. Accordingly, we welcomed recent tax
reform in the United States, which reduced our corporate
tax rate there for the second half of the financial year.

Realised and Unrealised Gains

IMF’s investments in litigation assets are recognised

in our financial statements as intangible assets. This
means our investments are recorded at cost as funds
are outlaid on each investment, and do not include any
movements in the embedded value of the assets. At
an investment’s conclusion, the associated intangible
asset is derecognised and is offset by the proceeds

(if any) from the investment, resulting in a profit or loss
on the investment. Some litigation funders’ accounting
policies allows for fair value adjustments over the
investment’s life, resulting in unrealised gains and losses
being recognised in the profit and loss statement and
associated movements in the carrying value of the
investment in the balance sheet.
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Our People

Our business sits neatly on the continuum between
finance and professional services. We provide a monetary
product accompanied by a service which is delivered by
sophisticated knowledge workers. And like all knowledge-
based, service businesses, our people are our key asset
and competitive advantage.

We are fortunate to be able to attract and retain
talented people who are best-of-breed in their field.
Our investment managers are typically graduates from
leading universities, who then go on to develop successful
careers at top-tier law firms, as in-house corporate
counsel, barristers, business leaders and company
directors. The role requires people who can straddle the
unique skills of financier, legal strategist and portfolio
manager, carrying significant accountability in doing so.

Investment mandates are determined by our Investment
Committee, a formidable ‘brains trust’ comprising our
most senior and seasoned executives as well as former
members of the judiciary and legal profession.

Our investment team is supported by dedicated experts
in finance, marketing and technology, including our
market-leading Client Group who manage book-builds
and settlement administrations for multi-party actions.

Overseeing the entire talent pool are Executive and
Non-Executive Directors whose international careers
span investment banking, finance and capital markets,
insurance, law, education, human rights, public
health, overseas aid and development, conservation,
heritage and media.

We recognise and incentivise our people with a
combination of extrinsic and intrinsic rewards that
acknowledge team performance and individual
contribution. These include competitive remuneration,
long and short-term incentive plans (detailed later

in our Directors’ Report), investments in their
learning and development and career progression.
We also know that to sustain peak performance and
retain talent requires an alignment of individual and
organisational values so we work hard to foster a
culture that reflects our values. We want our people
to feel valued and inspired every day.



We recruit and promote on merit, while
striving for inclusion and diversity (in its
many forms). Women occupy many of
our senior leadership positions, including
two Board Directors, our Chief Financial
Officer, our Chief Investment Officers for
Canada and the USA, the heads of our
Hong Kong and Adelaide offices, our
two Chief Marketing Officers, the head
of our Client Liaison Team, lawyers in
our corporate in-house legal team, 35%
of our Investment Managers and Legal
Counsel, as well as Managers in our
finance team.

One of the reasons I joined this
company and continue to love this
job is being part of an organisation
that is ethically trying to create a
sustainable dispute financing industry
and making a positive difference in
the world. I continue to be impressed
with our senior people in terms of
character, talent, and creativity.
Being intellectually challenged every
day is hugely rewarding. There’s
never a dull moment.

Allison Chock
CHIEF INVESTMENT OFFICER, USA
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Chairman’s
and Managing
Director’s Report

continued

Corporate Social Responsibility

Across the jurisdictions in which we operate, we are actively involved in thought leadership and the advancement of
the industry. We contribute to research initiatives about access to justice and the effective operation of civil litigation.
We believe this is an important social investment as well as being good for our own business.

o5 UNSW

” SYDNEY

University of New South Wales, Sydney, Australia
In Australia, we have a strategic alliance with the
University of New South Wales (UNSW) Class Action
Research Initiative, which explores and solves key issues
in class actions practice through academic research
and analysis. During FY18 our alliance with the UNSW
generated research and publications in relation to class
actions settlement distributions and achieving finality in
class actions. We collaborated on continuing education
workshops for leading industry members (including the
judiciary, private legal practice, academia and corporate
counsel). At the end of FY17 we co-hosted with UNSW
an industry Class Actions Conference and will do so
again in FY19.

MONASH
University

Monash University, Melbourne, Victoria, Australia

As we have done for several years, we also supported
substantial, independent empirical research conducted
by academics at Monash University in Victoria, Australia.
Research conducted during FY18 explored the use of
‘opt-in” devices for claimants in funded class actions

in Australia. The research explored the proportion of
claimants who fail to register as members in a funded
action, and consequently impact the value of the overall
claims pursued in the class action.
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CIVIL JUSTICE

RESEARCH INITIATIVE

Civil Justice Research Initiative,

University of California, USA

In the US we are a founding supporter of the Civil
Justice Research Initiative (CJRI), a ‘think tank’ chaired
by Erwin Chemerinsky, Dean of Berkeley Law School
and Founding Dean of the UC Irvine School of Law. The
CJRI’s goal is to ensure that leaders, legislators and
courts have the factual research and data they need to
set policy to ensure continued access to the courts, by
systematically identifying and producing highly credible,
unbiased research on critical issues concerning the civil
justice system. Allison Chock, Chief Investment Officer-
US, is a member of the CJRI’'s Advisory Board, which
also includes prominent attorneys in private practice from
around the United States as well as established legal
scholars and researchers from prominent law schools
around the country.

CounscP =
Public Counsel, Los Angeles, California, USA

We are also an ongoing supporter of Public Counsel, the
United States’ largest pro bono law firm. Public Counsel’s
activities are far-ranging and impact a wide spectrum of
people, many of whom live at or below the poverty level.
Allison Chock is a member of the Board of Directors.

YORK]I

UNMIVIRESITY

Osgoode Hall Law School, York University,
Toronto, Ontario, Canada

Our team in Canada lectures to J.D. and LLM students
at Osgoode Hall Law School (at York University),
including students involved in the Investor Protection
Clinic and also supports the University of Ottawa’s
2018 career day for tomorrow’s legal leaders.



Financing Cases which advance Public Interest

IMF Bentham also supports a number of cases which
promote wider public interest. For example, we are
funding cases seeking redress for property damage
in the Australian towns of Williamtown, Oakey and
Katherine, due to PFAS chemical contamination

of water supplies.

It is intrinsically rewarding to
finance claims which advance
public interest and deliver
recompense for aggrieved
parties who are representative
of the wider community.

Laura Maytom

ASSOCIATE INVESTMENT
MANAGER

Laura Maytom, Associate Investment Manager
on funded case seeking redress for chemical
contamination in Williamtown NSW Australia
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FY18 Results

Our financial results this year are reflective of executing
the final phases of our business transition strategy. This
year we actioned key elements of that transition strategy
and understandably, our actions had a financial impact for
FY18. By selling assets into the newly-established Fund 1,
any income to us from those investments will be deferred
to future reporting periods. Had we retained those assets
on our own balance sheet, the short-term scenario

might look quite different. However, we anticipated and
accept the immediate consequence of our long-term
strategic approach.

Our FY18 financial results were also impacted by the
loss of a US-funded case, ‘Case 003, the deferred
completion of a number of significant investments
(including Wivenhoe) and a number of case completions
whose returns were modest. The case prospects on
one of our investments in Hong Kong changed, as can
happen in the ‘art’ of litigation, and we were required to
modify our financial expectations accordingly, salvaging
a narrower margin than initially forecast. These case
situations resulted in unusually high expenses for the
period and also impacted our Return on Invested Capital
(ROIC)". Our ROIC for US matters decreased from 1.0x
to 0.8x (reflecting the loss of ‘Case 003’ and a small
sample of completions in US investments) and our ROIC
for completions since 2011 of non-US investments has
remained stable at 1.5x.

Some of the key investments in our portfolio are yet to
achieve resolution and therefore the potential earnings
have been deferred to future years. On average, the
cases in which we invest typically have a gestation period
of 2.6 years between the initial commitment of funds

to the time of resolution and return on our investment.
Our financial performance in any given year is therefore
reflective of investment commitments made years earlier,
and our most current investment decisions will not come
to fruition for several years.

Our employee benefits expense increased this
reporting period, compared to last, due to growing
our team. On the other hand, these expenses were
off-set by a corresponding decrease in corporate
and office expenses.

This year we also incurred and booked an accounting
adjustment for tax expense associated with a one-off
adjustment in the US tax rate.

Although we reported a net loss in our P&L this year,

our operating cash flows before new investments were
the highest they have been in the past five years and

we generated the second-best free cashflow after
investments. This achievement reflects that we are also
transitioning to a capital light position, as we can grow
investments materially, without using all of our own capital.

Free Cash Flow Reconciliation

2014 2015 2016 2017 2018
$’000 $’000 $°000 $’000 $’000

Net profit after tax 9,868 8,580 20,760 15,440 (7,847)
Add litigation contracts - expenses 50,638 77,755 46,826 59,206 54,703
Add depreciation 223 228 451 591 621
Net cash increase from sale of US portfolio
to US Fund 1 - - - 61,271
Distributions to non-controlling interests - - - (9,694)
Working capital (27,317) (6,133) 5,470 (9,861) (16,209)
Operating Cash Flow, including receipts from
litigation contracts, net of distributions to NCI 33,412 80,430 73,507 65,376 82,845
Net investments in litigation' (57,085) (49,199) (82,605) (84,240) (59,834)
Capital expenditure 71 (406) (1,109) 979) (236)
Free Cash Flow' (23,844) 30,825 (10,207) (19,843) 22,775

17. ROIC (return on invested capital) is calculated as gross income to IMF (litigation contracts — settlements and judgements) less all reimbursed costs,
divided by total expenditure (excluding overheads but including any adverse costs on lost cases). ROIC is categorised as non-IFRS information
prepared in accordance with ASIC Regulatory Guidance 230 — Disclosing non-IFRS financial information, issued in December 2011. This

information has not been audited or reviewed.

18. Net investments in litigation is calculated as investments in litigation less receipts from non-controlling interests funding. Net investments
in litigation is categorised as non-IFRS information prepared in accordance with ASIC Regulatory Guidance 230 — Disclosing
non-IFRS financial information, issued in December 2011. This information has not been audited or reviewed.

19. Free cash flow represents our IFRS operating cash flow combined with our cash flows from litigation, non-controlling interests and capital
expenditures. Movements in free cash flow highlight the increases and decreases in cash from our core operations that are attributable to ordinary
shareholders. Our long term focus is to generate growth in free cash flow, which is primarily driven by growth in earnings, effective management of
working capital and leveraging our transition to a funds management operation. Free cash flow is categorised as non-IFRS information prepared
in accordance with ASIC Regulatory Guidance 230 — Disclosing non-IFRS financial information, issued in December 2011. This information has

not been audited or reviewed.
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We have experienced a significant increase in net assets during the period, reflecting a material increase in investments
and a material decrease in deferred tax liability. Following the sale of assets into Fund 1, cash and net assets increased on
a pro-forma basis to $193.5 million and $299 million respectively. As a result, the net asset backing per share increased by

76% during FY18.
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and Managing
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As Managing Director,

my focus is on setting and
executing strategy. We have a
truly wonderful, magnificent
team. If we focus on executing
our strategy to the best of our
ability, the results will take
care of themselves.

Andrew Saker

MANAGING DIRECTOR
AND CHIEF EXECUTIVE OFFICER




Future Initiatives

And now we turn our focus and energy to the year ahead.

New Funding Vehicles

FY19 will see us launch additional funding vehicles

to facilitate the funding of new investments in the
jurisdictions in which we operate. We expect to complete
the roll out of these new funds by the end of FY19 in a
continuation of our strategy to move from balance-sheet
investing to investing via fund structures. For our new
‘Fund 4’ (for US investments), we are targeting a total

of US$500 million in capital for deployment. Once Fund
4 is established, we will be targeting additional funding
in a new RoW Fund (for non-US investments).

Geographic Expansion

We will continue to build our presence and strengthen
our foothold in the developing markets of Asia and
Canada, both of which provide extraordinary and
exciting investment opportunities.

We are equally passionate about our return to the
European market and are exploring options for growth
via organic means, or mergers and acquisitions. FY19
will see us execute that strategy and round out the
completion of our diversification agenda by filling our
last points of geographic expansion.

Building on our existing strengths, we will actively be
pursuing opportunities for investments in multi-party
actions in jurisdictions such as Australia, Canada
and Europe.

Proprietary Infrastructure

Over the years we have invested in creating proprietary
[T, infrastructure and know-how for the cost-effective and
efficient administration of multi-party group actions. Our
infrastructure and business processes provide a cost
advantage over other dispute financiers and also deliver

time and expertise benefits to the law firms we team with.

We will continue to refine and enhance this important
business platform in FY19.

Corporate Financing

Today’s high performing businesses are starting to
explore new financing models. As the dispute finance
industry continues to mature and transition from the
fringe to the mainstream, corporate decision makers
are increasingly aware of the utility of third-party
dispute finance.

From our discussions with corporates and their legal
advisers, a portrait is emerging of the type of business
ideally suited to dispute financing and, for those
businesses, the upside can be transformational. Our
finance enables commercial enterprises to pursue legal
claims while preserving their cash for business-as-usual
or growth, helps them level the playing field against
well-resourced opponents, enables them to finance
their disputes without depressing their financial results
or inhibiting their company’s valuation, manage the risk
associated with litigating, derive independent strategic
input from our team and relieve the workload of their in-
house legal teams.

Although the legal industry has a reputation for being
conservative and slow to change, today’s decision-
makers are increasingly seeking innovation. We hope to
work with today’s corporate influencers and their legal
advisers to help them pursue their legal rights, unlock the
monetary value in their disputes and de-risk their balance
sheets. We are working on building this part of our
business in each of our markets.

Conclusion

On behalf of the Board, we would like to thank

our shareholders for their continued support and
endorsement and we would like to thank our dedicated
team who work tirelessly to achieve our strategic
objectives. FY19 will be another busy and demanding
year for our team and we are excited and energised by
the challenge. We look forward to the year ahead and
the exciting opportunities FY19 presents.

—L

Andrew Saker
Managing Director and Chief Executive Officer

M. Ko,

Michael Kay
Non-Executive Chairman
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Directors’
Report

The directors of IMF Bentham Limited (“IMF” or “the Company” or “the Parent”) submit their report for the year ended

30 June 2018.

Directors

The names and details of the Company’s directors in office during the financial year and until the date of this report are
noted below. Directors were in office for the entire period unless otherwise stated.

Names, qualifications, experience and special responsibilities

)

-

Michael Kay
Non-Executive Chairman

Michael Kay was appointed the Company’s Non-Executive
Chairman on 1 July 2015. Mr Kay holds a Bachelor of
Laws degree from the University of Sydney. Mr Kay brings
a wealth of commercial experience to IMF. Most recently
he was Chief Executive Officer and managing director of
listed salary packaging company McMillan Shakespeare
Ltd, a position he held for six years. Previously Mr Kay

had been CEO of national insurer AAMI after serving in

a variety of senior roles with that company. Prior to joining
AAMI he had spent 12 years in private legal practice.

Mr Kay:

— is a non-executive director of RAC Insurance Pty
Limited (appointed 20 February 2009);

— is chairman and non-executive director of Lovisa
Holdings Limited (appointed 13 April 2016); and

— is chairman and executive director of ApplyDirect
Limited (appointed 6 March 2015).

Mr Kay is a member of the audit and risk committee,
remuneration committee, corporate governance
committee and nomination committee.

During the past three years he has not served as a director
of any listed company other than IMF Bentham Limited,
Quintis Limited, Lovisa Holdings Limited, ApplyDirect
Limited and McMillan Shakespeare Ltd.

Andrew Saker

Managing Director and CEO

Andrew Saker was appointed Managing Director and
CEO on 5 January 2015. Mr Saker holds a Bachelor of
Commerce degree in Accounting and Finance. He is a
Member of the Institute of Chartered Accountants and
was an Official Liquidator of the Supreme and Federal
Courts until his appointment at IMF.

Mr Saker was a partner at a leading provider of corporate
recovery, insolvency management and restructuring
services throughout Australia and Asia for 16 years.

Mr Saker is a member of the nomination committee.

During the past three years he has not served
as a director of any other listed company.
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Directors’
Report

continued

Hugh McLernon
Executive Director

Hugh McLernon is a lawyer by training. He holds a
Bachelor of Laws degree from the University of Western
Australia. After graduation he worked as a Crown
Prosecutor for eight years and then as a barrister at the
independent bar for a further nine years, before joining
Clayton Utz for three years as a litigation partner.

In 1988, Mr McLernon retired from legal practice and
introduced the secondary life insurance market into
Australia through the Capital Life Exchange. He also
pioneered the funding of large-scale litigation into Australia
through McLernon Group Limited. From 1996 to 2001,

Mr McLernon was the managing director of the Hill Group
of companies which operates in the finance, mining,
property, insurance and investment arenas of Australia.

Mr McLernon has been an executive director of IMF since
December 2001 and was the inaugural managing director
through to December 2004. He became the managing
director again on 18 March 2009 and retired from that
role on 5 January 2015.

During the past three years he has not served
as a director of any other listed company.
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Michael Bowen
Non-Executive Director

Michael Bowen graduated from the University of Western
Australia with Bachelors of Laws, Jurisprudence and
Commerce. He has been admitted as a barrister and
solicitor of the Supreme Court of Western Australia and

is a Certified Practicing Accountant of CPA Australia.

Mr Bowen is a partner of the law firm DLA Piper practicing
primarily corporate, commercial and securities law with
an emphasis on mergers, acquisitions, capital raisings
and resources.

Mr Bowen was appointed to the board as a non-executive
director in December 2001 and is chair of the remuneration
committee, chair of the audit and risk committee and a
member of the corporate governance committee and
nomination committee.

Mr Bowen is also a non-executive director of Trek Metals
Limited (appointed 22 February 2017). During the past
three years he has not served as a director of any listed
company other than IMF Bentham Limited and Trek
Metals Limited.



Directors’
Report

continued

Wendy McCarthy AO FAICDLIFE
Non-Executive Director

Wendy McCarthy AO started her career as a secondary
school teacher, graduating from the University of

New England with a Bachelor of Arts and Diploma of
Education. She moved out of the classroom into public
life in 1968 and since then has worked for change across
the business, government and not-for-profit sectors, in
education, family planning, human rights, public health,
overseas aid and development, conservation, heritage,
and media.

She has held many significant leadership roles in key
national and international bodies including eight years as
deputy chair of the Australian Broadcasting Corporation,
ten years as Chancellor of the University of Canberra, and
12 years of service to Plan Australia as chair, with three
years as global deputy chair for Plan International. From
2008 to 2016 she was chair of headspace, the National
Youth Mental Health Foundation.

Ms McCarthy recently retired from her role as chair
of Circus Oz., Australia’s leading circus.

She is currently the deputy-chair of Goodstart Early
Learning, Patron of the Sydney Women’s Fund and
Ambassador for 1 Million Women. Ms McCarthy was
appointed an Officer of the Order of Australia for
outstanding contributions to community affairs, women'’s
affairs and the Bicentennial celebrations, and received

a Centenary of Federation Medal for business leadership.
She was also awarded an Honorary Doctorate from the
University of South Australia.

In March 2017 the Australian Institute of Company
Directors awarded her a life Fellow.

Ms McCarthy was appointed to the board as a non-
executive director in December 2013 and is chair of the
corporate governance committee, chair of the nomination
committee and a member of the audit and risk committee
and remuneration committee.

During the past three years she has not served
as a director of any other listed company.

Karen Phin

Non-Executive Director — Appointed 25 August 2017

Karen Phin was appointed to the board as a non-executive
director in August 2017. Ms Phin holds a Bachelor of Arts/
Law (Honours) from the University of Sydney and is a
graduate of the Australian Institute of Company Directors.

Ms Phin brings a vast array of experience in capital
markets and the financial services industry, including
experience with regulators and assessing regulatory
frameworks, corporate advisory, and broad expertise
in capital management.

Ms Phin has over 20 years’ experience analysing

and advising Australian listed companies on capital
management, capital raisings and mergers and
acquisitions. Until 2014, Karen was Managing Director
and Head of Capital Management Advisory at Citigroup
in Australia and New Zealand. From 1996 to 2009, she
worked at UBS where she was also a Managing Director
and established and led the Capital Management Group.
Prior to joining Citigroup, Karen spent 12 months at
ASIC as a Senior Specialist in the Corporations group.

Ms Phin is a member of IMF’s audit and risk committee,
remuneration committee, corporate governance
committee and nomination committee.

Ms Phin is also a non-executive director of Magellan
Financial Group Ltd (appointed 23 April 2014) and has
been a member of the Takeovers Panel since 2015.
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Directors’
Report

continued

Alden Halse
Non-Executive Director — Retired 24 November 2017

Alden Halse is a Chartered Accountant and was a long-
term principal of national chartered accountancy firm,
Ferrier Hodgson.

Over the last 30 years he has lectured and written
extensively in relation to directors’ duties, corporate
governance issues and corporate and personal
insolvency issues. Mr Halse:

— is an associate member of the Institute of
Chartered Accountants and the Australian Institute
of Company Directors;

— s a past president and current councillor of the
Royal Automobile Club of WA (Inc);

— is a non-executive chairman of RACWA Holdings
Pty Ltd; and

— is non-executive chairman of RAC Insurance
Pty Limited, Western Australia’s largest home
and motor insurer.

Mr Halse was appointed to the board as a non-executive
director in December 2001 and until 24 November 2017
was chair of the audit and risk committee and nomination
committee and a member of the remuneration committee
and corporate governance committee.

During the past three years he has not served
as a director of any other listed company.
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Officers

Julia Yetsenga
Chief Financial Officer

Julia Yetsenga has been a member of Chartered
Accountants Australia and New Zealand for over 25 years.
She holds a Bachelor of Economics from the Australian
National University and a graduate diploma in Applied
Finance and Investment from FINSIA. She has a wealth

of experience in senior finance roles for private and ASX
listed companies both in Australia and overseas.

Jeremy Sambrook
General Counsel and Company Secretary

Jeremy Sambrook is an experienced corporate lawyer
having practised in the United Kingdom, Hong Kong and
the Channel Islands before moving to Australia. He holds
a Bachelor of Laws degree from the University of Bristol,
United Kingdom, and has a broad based in-house legal
and private practice background.

Following seven years working at a leading London law
firm, Mr Sambrook moved to one of Europe’s largest
international hedge fund managers as Corporate Legal
Counsel with responsibility for a wide variety of corporate
group projects, becoming a partner in 2010 and going on
to manage the off-shore head office prior to moving with
family to Australia in 2013. Immediately prior to joining IMF,
Mr Sambrook was a Special Counsel in the Corporate
team at DLA Piper Australia in Perth.



Directors’
Report

continued

Interests in shares, bonds and performance rights of the Company
As at the date of this report, the interests of the directors in shares, IMF Bentham Bonds, Fixed Rate Notes and share

performance rights of the Company were:

Number of Number of Number of Number of

ordinary IMF Bentham Fixed Rate performance

shares Bonds Notes rights

Michael Kay 307,692 - - -
Andrew Saker 163,506 - 100 1,438,271
Hugh McLernon 5,299,045 7,500 - 1,356,276
Alden Halse 879,780 750 - -
Michael Bowen 1,009,264 1,500 - -
Wendy McCarthy - - - -
Karen Phin 23,256 - - -
Total 7,682,543 9,750 100 2,794,547

Further details of the interests of the Directors in the shares, bonds and options of the Company as at the date of this
report are set out in the Remuneration Report included within the Directors’ Report.

Dividends
Declared Record Payment

date date date Cents $m
Dividends paid in the year:
Interim for the year
On ordinary shares 22/2/18 26/3/18 24/4/18 3.0 5.188
Final for 2017, as recommended
in the 2017 financial report
On ordinary shares 24/8/17 26/9/17 20/10/17 4.0 6.882

Shareholders were able to elect to participate in the dividend reinvestment plan in relation to these dividends.

The directors have determined they will consider, and where appropriate, implement, a regular semi-annual dividend which
reflects the cash position of the Company at the time of the dividend and the likely demand for cash over the ensuing
12-month period. The Company has put in place a dividend reinvestment plan and, on appropriate occasions, may
arrange underwriting to reduce the impact a particular dividend might otherwise have on cash.

39

8102 Moday |enuuy
panwi weyuag NI

poday [eoueul uoday ,si0108.11Q MBINIBAQ

uoljewlolu| Japjoyaieys



Directors’
Report

continued

Operating and financial review

Principal activities

The principal activities of the entities within the
consolidated group during the financial year were the
investigation, management and funding of litigation.

The Group enters into funding agreements with claimants
or law firms to provide these services. The Group does
not provide legal advice. The key business driver is to
manage and fund the litigation to a successful conclusion.
If the litigation is successful, the Group earns a fee from
the recovery amount and, depending on the jurisdiction,
may also be reimbursed the costs it has paid during the
course of the funded litigation. The fee is structured as
either a multiple of funds provided or a percentage of
the settlement or judgment proceeds and may be lower
the earlier the litigation is resolved. If the litigation is
unsuccessful the Group does not generate any income
and will write off its investment in the litigation. In certain
jurisdictions the litigation funding agreement contains
an undertaking to the client that the Group will pay any
adverse costs ordered in respect of the costs incurred
by the defendant(s) during the period of funding.

Nature of operations

The Group undertakes these activities through 14 offices
in six countries around the world. Originating in Australia in
2001, the Group expanded into the USA opening an office
in New York in 2011. Since that time, IMF has also opened
offices in Los Angeles in 2014, San Francisco in 2015 and
Houston in early 2017.

In January 2016, the Group expanded into Canada opening
an office in Toronto followed by a presence in Quebec in
early 2018. A Singapore branch was established early in
2017 following the introduction of legislation permitting
litigation funding for international arbitration, and a Hong
Kong office was added in early 2018.

The Group had a 50% interest in a jointly controlled entity
principally involved in the funding of litigation through
Europe but primarily in the United Kingdom and the
Netherlands in which it sold its interest in June 2016.

The 12 month restriction on operating in the region
expired in July 2017 and the Group resumed activity
there in July 2017.

In February 2017, the Group launched its first fund,
Bentham Fund No 1 for US investments. The Group and
affiliated entities of Fortress Credit Advisers LLC committed
up to US$200.0 million to this Fund to be deployed on US
cases over a three year period. US Fund 1 was initially
sized at US$133.3 million with commitments of US$100.0
million from Fortress and US$33.3 million from IMF.

While IMF retains control over the Fund’s investments,
Fortress is entitled to a priority return on invested capital
and a further preferred return on committed but undrawn
capital, after which IMF is entitled to a manager return.
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The residual net cash flows are to be distributed 85%

to IMF and 15% to Fortress. Benefits to IMF include
diversification of risk through a larger investment portfolio
while leveraging this portfolio with non-recourse capital
and freeing up IMF capital for redeployment into other
jurisdictions.

In February 2018, IMF sold the majority of existing cases
funded by its US subsidiary into Fund 1, generating cash
for the Group of $61.3 million. At the same time, the Fund
was upsized from US$133.3 million to US$166.3 million.

At 30 June 2018, the Fund was committed to 86.2% of
available capacity as shown graphically below. As the rate
of deployment is significantly ahead of the target three-year
deployment, IMF is focused on establishing a new US fund
in the 2019 financial year.

US$22.9m

US$5.9m —‘

US Fund
86.2% Committed

Start Date — 10 Feb 2017
Fund Size - US$ 166.3m

US$110.5m US$137.5m

' Investment Deployments
Other Costs

B Remaining
I Investment Commitments

The RoW Funds were launched in October 2017. The
RoW Funds’ investment partners include Partners
Capital Phoenix Fund Il Limited, a fund managed by
Partners Capital, and a special purpose vehicle advised
and managed by Amitell Capital Pte Ltd, a Singapore
based private investment firm. The RoW Funds will invest
in litigation in Australia, Asia, Canada and Europe and
have a combined capacity of $150.0 million. The Funds’
return profile is similar to US Fund 1, but the residual net
cash flows are distributed 80% to IMF and 20% to the
investment partners.
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At 30 June 2018, the RoW Funds were committed to
583.4% of capacity as shown diagrammatically below:

$7.3m

$69.9m

Funds 2 & 3
53.4% Committed

Start Date — 3 Oct 2017
Fund Size - $150m

$9.5m

' Investment Deployments
Other Costs

B Remaining
B 1/C Approved Commitments
' Investment Commitments

In any given year, the Group’s profitability is dependent
upon the outcome of funded investments resolved in that
year, however the successful completion of an investment
and the timing of that completion is not ultimately within
the Group’s control. Legislative, regulatory, judicial and
policy changes may have an impact on future profitability.

The Group endeavours to have a mix of cases it is funding
at any one time. These can broadly be categorised as law
firm portfolios, patent and intellectual property claims,
commercial, insolvency and arbitration claims, appeal and
whistleblower claims and group actions. The expansion
overseas also creates diversification across jurisdictions.

The Group discloses the material investments it funds

to the ASX as those cases are funded and material
settlements as they occur. The Group also provides, on
a quarterly basis, an investment portfolio report providing
information about the composition and structure of its
investment portfolio and its Funds. For investments in the
USA, IMF reports information based on committed and
deployed capital as investments in that jurisdiction are
generally for capped amounts and usually earn revenue
by reference to a multiple of investment.

Total Committed Amount by Region ($m)

[ United States
Canada B Asia

[ Australia

For investments in other jurisdictions, IMF reports on the
EPV as investments are generally uncapped and revenues
are based on a percentage of proceeds. The EPV is
IMF’s current best estimate of the claim’s recoverable
amount (or remaining recoverable amount if there has
been partial recovery). It considers, where appropriate,
the perceived capacity of the defendant to meet the
claim. It is not necessarily the same as the amount being
claimed by the funded claimants in the case and it is also
not the estimated return to the Group from the case if

it is successful. IMF also provides case updates on its
website: www.imf.com.au/cases.
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Investment portfolio report at 30 June 2018

Global

Estimated Portfolio Value
IMF Group (RoW), Fund 2 and Fund 3

IMF Group (USA) and Fund 1
Total portfolio

IMF Group (RoW), Fund 2 and Fund 3

Estimated Portfolio Value
IMF Group (RoW)

Fund 2 and Fund 3
Total portfolio

IMF Group (USA) and Fund 1

Invested Capital
IMF Group (USA)
Fund 1

Total

Remaining Commitment to be deployed
IMF Group (USA)

Fund 1

Total

Total Invested and Committed Capital

Estimated Percentage of
Number of portfolio value total estimated
investments $m portfolio value

33 2,832 50%

42 2,811 50%

75 5,643 100%
Estimated Percentage of
Number of portfolio value total estimated
investments $m portfolio value

24 1,520 54%

9 1,312 46%

33 2,832 100%
Estimated Percentage of
Number of capital value total estimated
investments $m capital value

5 8.5 5%

37 146.5 95%

42 155.0 100%

5 - 0%

37 32.3 100%

42 32.3 100%

42 187.3

IMF commenced 26 new investments during the year and extended funding on a further 14 investments. The 15 new non-
USA investments had a total Estimated Portfolio Value at 30 June 2018 of $1.4 billion. The 11 new USA investments had

capital commitments of $60.1 million at 30 June 2018.

During the financial year, IMF concluded 16 investments (2017: 11). 11 were settled (2017: 10), there were no wins (2017: 1),
two losses (2017: 0) and three withdrawals (2017: one withdrawn). Two investments are currently on appeal (2017: 3).
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While the Group has implemented a risk mitigation and diversification strategy by expanding geographically and
diversifying its product offering across jurisdictions, case updates to its two largest investments are below:

The trial in the Wivenhoe Dam class action commenced on 4 December 2017 and is continuing. The investment
concerns the persons who suffered loss in the Brisbane floods of 2011, who allege the increased flooding was caused by
the negligence of the Dam operators. There is a participation agreement between IMF and the co-funder to share equally
the costs (including any adverse costs) of and any return from this claim.

The Westgem investment concerns a property developer alleging improper conduct in relation to loans for a property
development by a bank. The trial commenced in April 2018 and concluded in July 2018. Judgment is reserved.

USA

The Group’s US operations (Bentham) funded 11 new investments (2017: 13) in the US during the reporting period, all in
the US Fund (2017: 8). Bentham has now funded a total of 64 investments since being established in August 2011, with
42 current investments.

Seven US investments were resolved during the year (2017: 2), one of which was a loss (2017: 0), and one withdrawn
(2017: 0). There is currently one case in the US on appeal. Income was also received in relation to seven continuing
investments (2017: 9 investments) involving funding law firms acr