










A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation

Ernst & Young
200 George Street
Sydney  NSW  2000 Australia
GPO Box 2646 Sydney  NSW  2001

Tel: +61 2 9248 5555
Fax: +61 2 9248 5959
ey.com/au

Auditor’s independence declaration to the directors of Equity Trustees 
Limited as Responsible Entity for Coolabah Active Composite Bond Fund 
(Hedge Fund)
As lead auditor for the audit of the financial report of Coolabah Active Composite Bond Fund (Hedge 
Fund) for the financial year ended 30 June 2023, I declare to the best of my knowledge and belief, 
there have been:

a. No contraventions of the auditor independence requirements of the Corporations Act 2001 in 
relation to the audit;

b. No contraventions of any applicable code of professional conduct in relation to the audit; and

c. No non-audit services provided that contravene any applicable code of professional conduct in 
relation to the audit.

Ernst & Young

Jonathan Hall 
Partner
14 September 2023
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Independent Auditor's Report to the unit holders of Coolabah Active 
Composite Bond Fund (Hedge Fund) 

Report on the audit of the financial report

Opinion
We have audited the financial report of Coolabah Active Composite Bond Fund (Hedge Fund) (the 
Fund), which comprises the statement of financial position as at 30 June 2023, the statement of 
comprehensive income, statement of changes in equity and statement of cash flows for the year then 
ended, notes to the financial statements, including a summary of significant accounting policies, and 
the directors’ declaration.

In our opinion, the accompanying financial report of the Fund is in accordance with the Corporations 
Act 2001, including:

a. Giving a true and fair view of the Fund’s financial position as at 30 June 2023 and of its financial 
performance for the year ended on that date; and

b. Complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under 
those standards are further described in the Auditor’s responsibilities for the audit of the financial 
report section of our report. We are independent of the Fund in accordance with the auditor 
independence requirements of the Corporations Act 2001 and the ethical requirements of the 
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional 
Accountants (including Independence Standards) (the Code) that are relevant to our audit of the 
financial report in Australia. We have also fulfilled our other ethical responsibilities in accordance with 
the Code. 

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in 
our audit of the financial report of the current year. These matters were addressed in the context of 
our audit of the financial report as a whole, and in forming our opinion thereon, but we do not provide 
a separate opinion on these matters. For each matter below, our description of how our audit 
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the 
financial report section of our report, including in relation to these matters. Accordingly, our audit 
included the performance of procedures designed to respond to our assessment of the risks of 
material misstatement of the financial report. The results of our audit procedures, including the 
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procedures performed to address the matters below, provide the basis for our audit opinion on the 
accompanying financial report.

1. Investment existence and valuation

Why significant How our audit addressed the key audit matter
The Fund has an investment portfolio consisting primarily of 
floating rate corporate notes, fixed interest corporate 
securities, futures, swap contracts, forward currency 
contracts, repurchase agreements and reverse repurchase 
agreements. As at 30 June 2023, the financial assets and 
financial liabilities totalling $699,458,000 and 
$444,686,000 made up approximately 95% of the total 
assets and 95% of the total liabilities of the Fund,
respectively.  

As detailed in the Fund’s accounting policy, disclosed in Note 
2 of the financial report, these financial assets and financial 
liabilities are measured at fair value through profit or loss in 
accordance with the requirements of Australian Accounting 
Standards. 

Pricing, exchange rates and other market drivers can have a 
significant impact on the value of these financial assets and 
financial liabilities.  

Accordingly, existence and valuation of the investment 
portfolio was considered a key audit matter.

Our audit procedures included:

We obtained and assessed the assurance report on the 
controls of the Fund’s administrator, in relation to fund 
administration services for the year ended 30 June 2023 
and assessed the auditor’s qualifications, competence, their 
objectivity and results of their procedures.  

We agreed all investment holdings, including cash and
margin accounts, to third party confirmations at 30 June 
2023. 

We assessed the fair value of all investments in the portfolio 
held at 30 June 2023. For futures, the values were verified 
against independently sourced market prices. For floating 
rate corporate notes and fixed interest corporate securities, 
we verified the values to an independent pricing vendor. For 
forward currency contracts, the values were verified using 
independently sourced observable market inputs applied to 
appropriate valuation models. For swaps, the values were 
reviewed by our EY actuarial team. We recalculated the 
value of the repurchase agreements and reverse repurchase 
agreement based on the terms outlined in the signed 
agreements and in accordance with the fair value principles 
of the accounting standards.

We assessed the adequacy of the disclosures included in 
Note 5 of the financial report.

2. Management and Performance Fees

Why significant How our audit addressed the key audit matter
For the year ended 30 June 2023, management fees and 
costs were $705,640 and performance fees were $404,427
which represented 8% and 4% of the total expenses, 
respectively. Management fees and costs and performance 
fees, paid to the Investment Manager, Coolabah Capital 
Investments (Retail) Pty Ltd, are the most significant 
operating expenses for the Fund.  

The Fund’s accounting policy for management and 
performance fees is disclosed in Note 16(g) of the financial 
report. 

Management fees are calculated daily and paid monthly in 
arrears. The Manager is entitled to be paid monthly a 
management fee of 0.30% of the NAV of the Fund per 
annum.

Performance fees are recognised in the financial report if 
the performance hurdles for the Fund have been met at the 
end of the relevant measurement period, which is the date 
that the performance criteria are met and the obligation has 
crystallised. All expenses are recognised on an accruals 
basis.

The assessment of recognition of expenses relating to 
performance fee arrangements can be complex.  

Accordingly, this was considered a key audit matter.

Our audit procedures included:

We assessed the effectiveness of the controls in relation to 
the calculation of management fees and costs and 
performance fees of the Fund’s administrator, who has 
responsibility for the calculations. 

We recalculated management fees and performance fees, in 
accordance with the relevant service arrangements, 
including agreeing the fee rates to the calculations.  

We assessed the performance fee calculation, including 
testing the inputs into the calculation model and assessed 
whether the calculation was in line with the relevant Product 
Disclosure Statement and investment management 
agreement.

We assessed the adequacy of the disclosures included in 
Note 16(g) of the financial report.
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Information other than the financial report and auditor’s report thereon

The Directors of the Equity Trustees Limited (Responsible Entity) are responsible for the other 
information. The other information comprises the information included in the Fund’s 2023 annual 
report, but does not include the financial report and our auditor’s report thereon.

Our opinion on the financial report does not cover the other information and accordingly we do not 
express any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information 
and, in doing so, consider whether the other information is materially inconsistent with the financial 
report or our knowledge obtained in the audit or otherwise appears to be materially misstated. 

If, based on the work we have performed, we conclude that there is a material misstatement of this 
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors of the Responsible Entity for the financial report

The Directors of the Responsible Entity are responsible for the preparation of the financial report that 
gives a true and fair view in accordance with Australian Accounting Standards and the Corporations 
Act 2001 and for such internal control as the directors determine is necessary to enable the 
preparation of the financial report that gives a true and fair view and is free from material 
misstatement, whether due to fraud or error.

In preparing the financial report, the Directors of the Responsible Entity are responsible for assessing 
the Fund’s ability to continue as a going concern, disclosing, as applicable, matters relating to going 
concern and using the going concern basis of accounting unless the directors either intend to liquidate 
the Fund or to cease operations, or have no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with the Australian Auditing Standards will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered material 
if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional 
judgment and maintain professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Fund’s internal control. 
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Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Directors of the Responsible Entity. 

Conclude on the appropriateness of the Directors of the Responsible Entity of the Funds’ use of 
the going concern basis of accounting and, based on the audit evidence obtained, whether a 
material uncertainty exists related to events or conditions that may cast significant doubt on the 
Fund’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditor’s report to the related disclosures in the financial 
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on 
the audit evidence obtained up to the date of our auditor’s report. However, future events or 
conditions may cause the Fund to cease to continue as a going concern. 

Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events 
in a manner that achieves fair presentation.

We communicate with the Directors of the Responsible Entity regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that we identify during our audit.

We also provide the Directors of the Responsible Entity with a statement that we have complied with 
relevant ethical requirements regarding independence, and to communicate with them all 
relationships and other matters that may reasonably be thought to bear on our independence, and 
where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated to the Directors of the Responsible Entity, we determine those 
matters that were of most significance in the audit of the financial report of the current year and are 
therefore the key audit matters. We describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we 
determine that a matter should not be communicated in our report because the adverse consequences 
of doing so would reasonably be expected to outweigh the public interest benefits of such 
communication.

Ernst & Young

Jonathan Hall
Partner
Sydney
14 September 2023


