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The information contained in this Prospectus Supplement No. 6 supplements and amends our Prospectus dated
December 1, 2017, as supplemented by Prospectus Supplement No. 1 dated March 30, 2018, Prospectus Supplement
No. 2 dated May 11, 2018, Prospectus Supplement No. 3 dated August 15, 2018, Prospectus Supplement No. 4 dated
November 20, 2018 and Prospectus No. 5 dated January 4, 2019 (collectively, the “Prospectus”). This Prospectus
Supplement No. 6 should be read in conjunction with, and may not be delivered or utilized without, the Prospectus.
This Prospectus Supplement No. 6 is qualified by reference to the Prospectus, except to the extent that the information
in this Prospectus Supplement No. 6 updates and supersedes the information contained in the Prospectus. Capitalized
terms contained in this Prospectus Supplement No. 6 have the same meanings as in the Prospectus unless otherwise
stated herein.
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On April 19, 2019, GWG Holdings, Inc. (the “Company,” “we,” “us,” our”) filed Amendment No. 1 to our Form 10-Q (the
“Amended Quarterly Report”), which amends our Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 2018, originally filed with the Securities and Exchange Commission (‘“the Commission’) on November
19, 2018 (the “Original Filing”). Subsequent to the Original Filing, in consultation with the Commission, the Company
determined that it incorrectly applied certain accounting guidance to the acquisition of certain assets and the issuance
of related liabilities in connection with our transaction with The Beneficient Company Group, L.P., a Delaware

limited partnership (“Beneficient”) and various related trusts occurring on August 10, 2018. The transaction was
disclosed in the Notes to Condensed Consolidated Financial Statements and Management’s Discussion and Analysis of
Financial Condition and Results of Operations in the Original Filing. As a result, the Company determined that its
financing receivable from affiliate and equity method investment were understated at September 30, 2018, and its
long-term debt was also understated by a similar amount. There was no change to the Company’s originally reported
net loss attributable to common shareholders or stockholders’ equity.

15



Edgar Filing: GWG Holdings, Inc. - Form 424B3

16



Edgar Filing: GWG Holdings, Inc. - Form 424B3

We filed the Amended Quarterly Report to restate our previously issued unaudited condensed consolidated financial
statements and related disclosures as of and for the three and nine months ended September 30, 2018 pertaining to the
acquisition of certain assets and the incurrence of related liabilities in connection with the Beneficient transaction that
were not previously recognized. The Amended Quarterly Report also included (i) an amended Part I, Item 2
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” to reflect the correction of
the errors described above, and (i1) an amended Part I, Item 4 “Controls and Procedures” to restate the conclusion on the
effectiveness of controls in application of generally accepted accounting principles regarding material complex
non-routine transactions. Controls and procedures were deemed effective in the Original Filing on November 19, 2018
and were deemed ineffective in the Amended Quarterly Report as a result of the material weakness described in Part I,
Item 4 “Controls and Procedures” thereof. The impact of the restatement is summarized in Note 1 to the condensed
consolidated financial statements.
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This prospectus supplement has been prepared primarily to set forth certain information contained in our Amended
Quarterly Report. Except as expressly set forth herein, including in the notes to the condensed consolidated financial
statements, this Prospectus Supplement No. 6 does not reflect events occurring after the date of the Original Filing or
modify or update any of the other disclosures contained therein other than as required to reflect the amendment
discussed above. Accordingly, this Prospectus Supplement No. 6 should be read in conjunction with the entire
Prospectus, including the Original Filing and our other filings with the Commission. Information not affected by the
restatement is unchanged and reflects disclosures made at the time of the filing of the Original Filing.
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NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS PROSPECTUS SUPPLEMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.
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This supplement is part of the prospectus and either it or its contents must accompany the prospectus to satisfy the
prospectus-delivery requirements under the Securities Act of 1933.
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The date of this prospectus supplement is April 23, 2019
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Certain matters discussed in this prospectus supplement contain forward-looking statements. These forward-looking
statements are subject to risks, uncertainties and assumptions about our operations and the investments we make,
including, among other things, factors discussed under the heading ‘“Risk Factors” in the prospectus, this prospectus
supplement and the following:
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changes in the secondary market for life insurance;
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. changes resulting from the evolution of our business model and strategy with respect to the life insurance
industry;
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the valuation of assets reflected on our financial statements;
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the reliability of assumptions underlying our actuarial models, including our life expectancy estimates;
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our reliance on debt financing and continued access to the capital markets;

63



Edgar Filing: GWG Holdings, Inc. - Form 424B3

64



Edgar Filing: GWG Holdings, Inc. - Form 424B3

our history of operating losses;
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risks relating to the validity and enforceability of the life insurance policies we purchase;
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. risks relating to our ability to license and effectively apply epigenetic technology to improve and expand the
scope of our business;
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. our reliance on information provided and obtained by third parties, including changes in underwriting tables and
underwriting methodology;
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federal, state and FINRA regulatory matters;
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competition in the secondary market of life insurance and epigenetic technology;
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the relative illiquidity of life insurance policies;
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our ability to satisfy our debt obligations if we were to sell our entire portfolio of life insurance policies;
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life insurance company credit exposure;
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cost-of-insurance (premium) increases on our life insurance policies;
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general economic outlook, including prevailing interest rates;
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performance of our investments in life insurance policies;
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Beneficient’s financial performance and ability to execute on its business plan;
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the various risks associated with our attempts to commercialize our epigenetic technology;
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risks associated with our ability to protect our intellectual property rights;
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restrictive covenants contained in borrowing agreements; and
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our ability to make cash distributions in satisfaction of dividend obligations and redemption requests.
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We caution you that the foregoing list of factors is not exhaustive. Forward-looking statements are only estimates and
predictions, or statements of current intent. Actual results, outcomes or actions that we ultimately undertake could
differ materially from those anticipated in the forward-looking statements due to risks, uncertainties or actual events
differing from the assumptions underlying these statements.
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Forward-looking statements can be identified by the use of words like “believes,” “could,” “possibly,” “probably,” “anticipates
“estimates,” “projects,” “expects,” “may,” “will,” “should,” “seek,” “intend,” “plan,” “expect,” or “consider” or the negative of
expressions or other variations, or by discussions of strategy that involves risks and uncertainties. All forward-looking
statements involve known and unknown risks, uncertainties and other factors that may cause our actual transactions,

results, performance or achievements to be materially different from any future transactions, results, performance or
achievements expressed or implied by such forward-looking statements.

99 ¢ 99 ¢
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We base these forward-looking statements on current expectations and projections about future events and the
information currently available to us. Although we believe that the assumptions for these forward-looking statements
are reasonable, any of the assumptions could prove to be inaccurate. Consequently, no representation or warranty can
be given that the estimates, opinions, or assumptions made in or referenced by this prospectus supplement will prove
to be accurate. Some of the risks, uncertainties and assumptions are identified in the discussion entitled ‘“Risk Factors”
in the prospectus. We undertake no obligation to update our forward-looking statements. We caution you that the
forward-looking statements in (or incorporated by reference into) this prospectus supplement are only estimates and
predictions, or statements or current intent. Actual results or outcomes, or actions that we ultimately undertake, could
differ materially from those anticipated in the forward-looking statements due to risks, uncertainties or actual events
differing from the assumptions underlying these statements. These risks, uncertainties and assumptions include, but
are not limited to, those discussed in this prospectus supplement.

109



Edgar Filing: GWG Holdings, Inc. - Form 424B3

110



Edgar Filing: GWG Holdings, Inc. - Form 424B3

111



Edgar Filing: GWG Holdings, Inc. - Form 424B3

112



Edgar Filing: GWG Holdings, Inc. - Form 424B3

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
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Note: The following discussion and analysis of the financial condition and results of operations of GWG Holdings are
derived from our Amendment No. 1 to Form 10-Q (the “Amended Quarterly Report”), which amends our Quarterly
Report on Form 10-Q for the quarterly period ended September 30, 2018, originally filed with the Securities and
Exchange Commission (“the Commission”) on November 19, 2018 (the “Original Filing”). We have not materially
updated this discussion in any way, although it may be presented in a different order than in our Amended Quarterly
Report. As indicated in that report, this discussion and analysis is based on the beliefs of our management, as well as
assumptions made by, and information currently available to, our management. The statements in this discussion and
analysis concerning expectations regarding our future performance, liquidity and capital resources, as well as other
non-historical statements in this discussion and analysis, are forward-looking statements. See “Risks Relating to
Forward-Looking Statements” above and in the prospectus. These forward-looking statements are subject to numerous
risks and uncertainties. Our actual results could differ materially from those suggested or implied by any
forward-looking statements.
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You should read the following discussion in conjunction with the condensed consolidated financial statements and
accompanying notes beginning at page F-1 of this prospectus supplement, and the information contained in other
sections of our Amended Quarterly Report. This discussion and analysis is based on the beliefs of our management, as
well as assumptions made by, and information currently available to, our management.
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Our Amended Quarterly Report amends and restates our unaudited consolidated financial statements and related
disclosures in Part I, Item 1. “Financial Statements” for the three and nine months ended and as of September 30, 2018
to recognize certain assets and liabilities and related interest income and interest expense that were not previously
recognized. Accordingly, the Management’s Discussion and Analysis of Financial Condition and Results of Operations
set for below reflects the effects of this restatement.
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You should read the following discussion in conjunction with the condensed consolidated financial statements and
accompanying notes and the information contained in other sections of our Amended Quarterly Report. This
discussion and analysis is based on the beliefs of our management, as well as assumptions made by, and information
currently available to, our management.
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On April 5, 2012, the Jumpstart Our Business Startups Act of 2012, or JOBS Act, was enacted. Section 107 of the
JOBS Act provides that an “emerging growth company” can take advantage of the extended transition period provided
in Section 7(a)(2)(B) of the Securities Act of 1933 for complying with new or revised accounting standards. This
means that an “emerging growth company” can make an election to delay the adoption of certain accounting standards
until those standards would apply to private companies. We have historically qualified as an emerging growth
company and have elected to delay our adoption of new or revised accounting standards and, as a result, we may not
have complied with new or revised accounting standards at the same time as other public reporting companies that are
not “emerging growth companies.” Effective upon the Initial Transfer of the transactions contemplated by the Master
Exchange Agreement (discussed below), we no longer qualify as an emerging growth company as a result of the
aggregate amount of non-convertible debt that we have issued during the prior three year period.
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We are a leading provider of liquidity to consumers owning life insurance policies, an owner of a portfolio of
alternative assets, and a developer of epigenetic technology for the life insurance industry and beyond. We built our
business providing value to consumers owning illiquid life insurance products across America, delivering more than

$564 million in value for their policies since 2006. As of September 30, 2018, we own an alternative asset portfolio of
$1.96 billion in face value of life insurance policy benefits.
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In addition to providing liquidity and owning alternative assets, we continue to innovate in the life insurance industry
through our insurance technology initiative which is based upon the use of step-change epigenetic technology. Our
wholly owned insurtech subsidiary, Life Epigenetics is focused on creating intellectual property and commercialized
testing from supervised machine learning and advanced epigenetic technology. We believe our technology offers the
life insurance industry a step-change opportunity for enhanced life insurance underwriting and risk assessment. Our
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wholly owned insurtech subsidiary, YouSurance is a digital life insurance agency that is working to offer life
insurance directly to consumers in conjunction with our epigenetic testing. We believe that consumers who are
interested in their health and wellness and in reducing the cost of their insurance will benefit from working with
YouSurance.
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On August 10, 2018, we completed the Initial Transfer of the Beneficient Transaction, which governs the strategic
exchange of assets among the parties thereto. Through the Beneficient Transaction, we have enhanced and extended
our activities from our core competencies of providing liquidity to individuals owning illiquid assets and alternative
asset ownership. The Beneficient Transaction is expected to increase our ownership of alternative assets by $695
million, of which the parties exchanged assets valued at $453 million in connection with the Initial Transfer. Upon the
Final Closing, which is expected at or near year-end 2018, and which is subject to certain closing conditions, the
parties will complete the balance of an estimated $242 million asset exchange. Beneficient operates in a sector of the
alternative asset market that is complementary to ours by providing a suite of innovative liquidity and trust products to
mid-to-high net worth individual investors and small-to-medium institutional owners of professionally managed
illiquid alternative investment assets. A summary of the Beneficient Transaction is set forth in our Current Report on
Form 8-K, filed with the Securities and Exchange Commission on August 14, 2018 and amended in our Current
Report on Form 8-K/A filed with the Securities and Exchange Commission on November 9, 2018.
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The Beneficient Transaction solidifies our position as a leading alternative liquidity provider and owner of alternative
assets. The Beneficient Transaction builds upon core strengths that we have developed over the past decade in the
secondary market for life insurance and the independent broker dealer and registered investment advisor marketplace.
In addition to the strategic benefits of the transaction, we expect to experience the benefits that are attendant to a
significant increase and diversification in our alternative asset portfolio that is intended to provide us with a new
source of earnings and cash flow while at the same time significantly increasing our common shareholder equity.
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Critical Accounting Estimates
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The preparation of our consolidated financial statements in accordance with the Generally Accepted Accounting
Principles in the United States of America (GAAP) requires us to make significant judgments, estimates, and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. We base our judgments, estimates, and
assumptions on historical experience and on various other factors believed to be reasonable under the circumstances.
Actual results could differ materially from these estimates. We evaluate our judgments, estimates, and assumptions on
a regular basis and make changes accordingly. We believe that the judgments, estimates, and assumptions involved in
valuing our investments in life insurance policies, the assessment for potential impairment of equity investments, the
need for an allowance for loan loss on our financing receivables from affiliate, and evaluating deferred taxes have the
greatest potential impact on our consolidated financial statements and accordingly believe these to be our critical
accounting estimates. Below we discuss the critical accounting policies associated with these estimates as well as
certain other critical accounting policies.
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Ownership of Life Insurance Policies — Fair Value Option
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We account for the purchase of life insurance policies in accordance with Accounting Standards Codification 325-30,
Investments in Insurance Contracts, which requires us to use either the investment method or the fair value method.
We have elected to account for all of our life insurance policies using the fair value method.
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The fair value of our life insurance policies is determined as the net present value of the life insurance portfolio’s future
expected cash flows (policy benefits received and required premium payments) that incorporates current life
expectancy estimates and discount rate assumptions.
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We initially record our purchase of life insurance policies at the transaction price, which is the amount paid for the
policy, inclusive of all external fees and costs associated with the acquisition. At each subsequent reporting period, we
re-measure the investment at fair value in its entirety and recognize the change in fair value as unrealized gain
(revenue) in the current period, net of premiums paid. Changes in the fair value of our portfolio are based on periodic

evaluations and are recorded in our consolidated statements of operations as changes in fair value of life insurance
policies.
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Fair Value Components — Life Expectancies
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Unobservable inputs, as discussed below, are a critical component of our estimate for the fair value of our investments
in life insurance policies. We currently use a probabilistic method of estimating and valuing the projected cash flows
of our portfolio, which we believe to be the preferred and most prevalent valuation method in the industry. In this
regard, the most significant assumptions we make are the life expectancy estimates of the insureds and the discount
rate applied to the expected future cash flows to be derived from our portfolio.
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The 2015 Valuation Basic Table (‘2015 VBT”) finalized by the Society of Actuaries is based on a much larger dataset
of insured lives, face amount of policies and more current information compared to the dataset underlying the 2008
Valuation Basic Table. The 2015 VBT dataset includes 266 million policies compared to the 2008 VBT dataset of 75
million. The experience data in the 2015 VBT dataset includes 2.6 million claims on policies from 51 insurance
carriers. Life expectancies implied by the 2015 VBT are generally slightly longer for both male and female
nonsmokers between the ages of 65 and 80. However, insureds of both genders over the age of 80 have significantly
longer life expectancies, approximately 8% to 42% longer, as compared to the 2008 VBT. We adopted the 2015 VBT
in our valuation process in 2016.
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For life insurance policies with face amounts greater than $1 million and that are not pledged under any senior credit
facility (approximately 21.5% of our portfolio by face amount of policy benefits) we attempt to update the life
expectancy estimates on a continuous rotating three year cycle. For life insurance policies that are pledged under the
LNV amended and restated senior credit facility (approximately 68.7% of our portfolio by face amount of policy
benefits) we are presently required to update the life expectancy estimates every two years beginning from the date of
the amended facility. For the remaining small face insurance policies (i.e., a policy with $1 million in face value
benefits or less) we may employ a range of methods and timeframes to update life expectancy estimates. When
deemed appropriate, we may also update life expectancy estimates from time to time in response to the release by
independent third party medical-actuarial underwriting firms of updated mortality tables and medical underwriting
methodologies (see Note 25).
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We conduct medical underwriting on the life insurance policies we own with life expectancy reports produced by
independent third-party medical-actuarial underwriting firms. Each life expectancy report summarizes the underlying
insured person’s medical history based on the underwriter’s review of recent and historical medical records. We obtain
two such life expectancy reports for almost all policies, except for small face value insurance policies (i.e., a policy
with $1 million in face value benefits or less) for which we have obtained at least one fully underwritten or simplified
third-party report. A simplified third-party underwriting report is based on a medical interview, which may be
supplemented with additional information obtained from a pharmacy benefit manager database. For valuation
purposes, we use the life expectancy estimate, using the average, in the case of multiple reports, expressed as the
number of months at which the individual will have a 50% probability of mortality.
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Our prior experience in updating life expectancy estimates has generally, but not always, resulted in longer life
expectancies than we had projected. Life expectancy updates resulted in gain to the fair value of our portfolio in the
amount of $0.1 million for the three month ended September 30, 2018, and reductions to the fair value of our portfolio
in the amounts of $5.4 million for the three months ended September 30, 2017, and reductions of $4.9 million and
$14.0 million for the nine months ended September 30, 2018 and 2017, respectively. As our life insurance portfolio
continues to grow, we may experience additional and material adjustments to the fair value of our portfolio due to
updating life expectancy estimates and/or changes to life expectancy tables and methodologies by our third party life
expectancy providers (see Note 25).
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Fair Value Components — Required Premium Payments
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We must pay the premiums on the life insurance policies within our portfolio in order to collect the policy benefit. The
same probabilistic model and methodologies used to generate expected cash inflows from the life insurance policy
benefits over the expected life of the insured are used to estimate cash outflows due to required premium payments.
Premiums paid are offset against revenue in the applicable reporting period.
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Fair Value Components — Discount Rate
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A discount rate is used to calculate the net present value of the expected cash flows. The discount rate used to
calculate fair value of our portfolio incorporates the guidance provided by Accounting Standards Codification 820,
Fair Value Measurements and Disclosures.
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The table below provides the discount rate used to estimate the fair value of our portfolio of life insurance policies for
the period ending:
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September 30, December 31,
2018 2017
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10.45% 10.45%
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The discount rate incorporates current information about discount rates applied by other reporting companies owning
portfolios of life insurance policies, discount rates observed by us in the life insurance secondary market, market
interest rates, credit exposure to the issuing insurance companies, and our estimate of the operational risk premium a
purchaser would apply to the future cash flows derived from our portfolio of life insurance policies. Management has
discretion regarding the combination of these and other factors when determining the discount rate. The discount rate
we choose assumes an orderly and arms-length transaction (i.e., a non-distressed transaction in which neither seller
nor buyer is compelled to engage in the transaction), which is consistent with related GAAP guidance. The carrying
value of policies acquired during each quarterly reporting period are adjusted to their current fair value using the fair
value discount rate applied to the entire portfolio as of that reporting date.
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We engaged Model Actuarial Pricing System, LP. (“MAPS”), owner of the actuarial portfolio pricing software we use,
to prepare a calculation of our life insurance portfolio. MAPS processed policy data, future premium data, life
expectancy estimate data, and other actuarial information to calculate a net present value for our portfolio using the
specified discount rate of 10.45%. MAPS independently calculated the net present value of our portfolio of 1,087
policies to be $791.5 million and furnished us with a letter documenting its calculation. A copy of such letter is filed
as Exhibit 99.1 to our Amended Quarterly Report.
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Equity Method Investment and Financing Receivable from Affiliate
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GWG has an investment in the Beneficient Company Group, L.P., accounted for using the equity method. In addition,
GWG has a financing receivable from Beneficient. When circumstances indicate that the carrying value of the equity
investment may not be recoverable, the fair value of the equity method investment is evaluated by management. The
fair value of this investment is not readily determinable as the Beneficient common units are not currently publicly
traded on a stock exchange. Management will use other accepted valuation methods to determine fair value such as
discounting estimated future cash flows for the business. If the fair value of the investment is determined to be less
than the carrying value and the decline in value is considered to be other than temporary, an appropriate write down is
recorded to equity in net earnings of investee based on the excess of the carrying value over the best estimate of fair
value of the investment. In addition, if based on current information and events, it is probable that GWG will be
unable to collect all amounts due according to the contractual terms of the financing receivable from affiliate and an
amount can be reasonably estimated, GWG will write down the amounts to estimated realizable value. Information
and events creating uncertainty about the realization of recorded amounts for financing receivables from affiliates
include, but are not limited to, the estimated cash flows generated by the affiliate’s business, the sufficiency of
collateral securing the amounts, and the creditworthiness of the counterparties involved. Changes in facts,
circumstances and management’s estimates and judgment could result in a material charge to earnings. At September
30, 2018, we determined that no indication of an impairment of the equity method investment existed, and no
allowance for credit losses was recorded on the financing receivable from affiliate.
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Deferred Income Taxes
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Under Accounting Standards Codification 740, Income Taxes (“ASC 740”), deferred tax assets and liabilities are
recognized for the future tax consequences attributable to temporary differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases. A valuation allowance is established
for deferred tax assets that are not considered “more likely than not” to be realized. Realization of deferred tax assets
depends upon having sufficient past or future taxable income in periods to which the deductible temporary differences
are expected to be recovered or within any applicable carryback or carryforward periods or sufficient tax planning
strategies. After assessing the realization of the net deferred tax assets, we believe that there is substantial uncertainty
that our net deferred tax asset will be realized during the applicable carryforward period. As such, a valuation
allowance has been established against the total net deferred tax asset as of September 30, 2018 and December 31,
2017, respectively.
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Principal Revenue and Expense Items
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We earn revenues from the following primary sources.
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Life Insurance Policy Benefits Realized. We recognize the difference between the face value of the policy benefits
and carrying value when an insured event has occurred and determine that collection of the policy benefits is
realizable and reasonably assured. Revenue from a transaction must meet both criteria in order to be recognized. We
generally collect the face value of the life insurance policy from the insurance company within 45 days of our
notification of the insured’s mortality.
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Change in Fair Value of Life Insurance Policies. We value our portfolio investments for each reporting period in
accordance with the fair value principles discussed herein, which reflects the expected receipt of policy benefits in
future periods, net of premium costs, as shown in our condensed consolidated financial statements.
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Sale of a Life Insurance Policy. In the event of a sale of a policy, we recognize gain or loss as the difference between
the sale price and the carrying value of the policy on the date of the receipt of payment on such sale.
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Interest Income from Financing Receivables from Affiliate. We recognize interest income when earned on the
Exchangeable Note and Commercial Loan from Beneficient. Any discounts or premiums are amortized against
interest income over the term of the related instrument.
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Our main components of expense are summarized below.
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Selling, General and Administrative Expenses. We recognize and record expenses incurred in our business
operations, including operations related to the purchasing and servicing of life insurance policies. These expenses
include salaries and benefits, sales, marketing, occupancy and other expenditures.

201



Edgar Filing: GWG Holdings, Inc. - Form 424B3

202



Edgar Filing: GWG Holdings, Inc. - Form 424B3

Interest Expense. We recognize, and record interest expenses associated with the costs of financing our life
insurance portfolio for the current period. These expenses include interest paid to our senior lenders under our senior
credit facility with LNV Corporation, as well as interest paid on our L Bonds, Seller Trust L Bonds and other
outstanding indebtedness. When we issue debt, we amortize the financing costs (commissions and other fees)
associated with such indebtedness over the outstanding term of the financing and classify it as interest expense.
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Results of Operations — Three and Nine Months Ended September 30, 2018 Compared to the Same Periods in 2017 (as
restated)
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The following is our analysis of the results of operations for the periods indicated below. This analysis should be read
in conjunction with our condensed consolidated financial statements and related notes.
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Revenue
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Three Months Ended Nine Months Ended
September 30, September 30,
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2018 2017 2018 2017
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Revenue realized from maturities of  $ 5,646,000 $ 7,414,000 $ 36,542,000 $ 31,940,000
life insurance policies

215



Edgar Filing: GWG Holdings, Inc. - Form 424B3

216



Edgar Filing: GWG Holdings, Inc. - Form 424B3

Revenue recognized from change in 24,840,000 20,182,000 56,058,000 49,301,000
fair value of life insurance policies
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Premiums and other annual fees (14,765,000 ) (13,175,000 ) (39,670,000 ) (36,124,000 )
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Gain on life insurance policies, net 15,721,000 14,421,000 52,930,000 45,117,000
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Interest and other income 5,216,000 276,000 6,864,000 1,336,000
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Total revenue $ 20,937,000 $ 14,697,000 $ 59,794,000 $ 46,453,000
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Attribution of gain on life insurance
policies, net:
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Change in estimated probabilistic $ 4,304,000 $ (606,000 ) $ 15,813,000 $ 3,909,000
cash flows, net of premium and other
annual fees paid
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Net revenue recognized at matured 2,323,000 5,193,000 20,217,000 17,189,000
policy event
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Unrealized gain on acquisitions 9,021,000 7,217,000 21,790,000 25,863,000
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Change in discount rates — 7,987,000 — 12,130,000
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Change in life expectancy evaluation 73,000 (5,370,000 ) (4,890,000 ) (13,974,000 )
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Gain on life insurance policies, net $ 15,721,000 $ 14,421,000 $ 52,930,000 $ 45,117,000
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Number of policies acquired 89 65 233 187
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Face value of purchases $ 120,430,000 $ 106,871,000 $ 333,078,000 $ 300,366,000
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Purchases (initial cost basis) $ 42,892,000 $ 25,199,000 $ 98,442,000 $ 67,321,000
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Unrealized gain on acquisition (% of 7.5 % 6.8 % 6.5 % 8.6 %
face value)
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Number of policies matured 12 8 44 27
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Face value of matured policies $ 7,973,000 $ 9,747,000 $ 50,100,000 $ 39,657,000
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Net revenue recognized at maturity 29.1 % 53.3 % 40.4 % 43.3 %
event (% of face value matured)
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Revenue from changes in estimated probabilistic cash flows, net of premiums paid was $4.3 million and ($0.6) million
for the three months ended and $15.8 million and $3.9 million for the nine months ended September 30, 2018 and
2017, respectively. Revenue increases of $2.0 million and $9.1 million for the three and nine months ended September
30, 2018 over the comparable prior year periods resulted from premium optimization actions coordinated with our
external servicer, leveraging certain guarantee features and shadow accounts on certain life insurance policies in our
portfolio, and growth of face value in our portfolio. The gains resulting from the foregoing factors were partially
offset by cost of insurance (“COI”) increases recognized of $0 million and $5.5 million for the three and nine months
ended September 30, 2018 compared to $0 for the three and nine months ended September 30, 2017.
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The face value of policies purchased were $120.4 million and $106.9 million for the three months ended and $333.1
million and $300.4 million for the nine months ended September 30, 2018 and 2017, respectively, reflecting increases
of face value purchased of $13.5 million and $32.7 million for the three and nine months ended September 30, 2018
over the comparable prior year periods. The resulting unrealized gain on acquisition was $9.0 million and $7.2 million
for the three months ended and $21.8 million and $25.9 million for the nine months ended September 30, 2018 and
2017, respectively, reflecting an increase of $1.8 million and a decrease of $4.1 million for the three and nine
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months ended September 30, 2018 over the comparable prior year periods. Decreased unrealized gain on acquisition
in the current periods is the result of increased purchase competition driving down yields in the secondary market for
life insurance which we expect to continue for the foreseeable future.
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The face value of matured policies was $8.0 million and $9.7 million for the three months ended and $50.1 million
and $39.7 million for the nine months ended September 30, 2018 and 2017, respectively, reflecting a decrease of face
value of matured policies of $1.7 million and an increase of $10.4 million for the three and nine months ended
September 30, 2018 over the comparable prior year periods, respectively. The resulting revenue recognized at matured
policy event was $2.3 million and $5.2 million for the three months ended and $20.2 million and $17.2 million for the
nine months ended September 30, 2018 and 2017, respectively. Revenue changes from maturity events of ($2.9)
million and $3.0 million for the three and nine months ended September 30, 2018 over the comparable prior year
periods primarily resulted from the changes of face value of policies matured during those same periods.
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Revenue recognized from changes in discount rate were $0 and $8.0 million for the three months ended September 30,
2018 and 2017, respectively, and $0 and $12.1 million for the nine months ended September 30, 2018 and 2017,
respectively. The discount rate of 10.45% as of September 30, 2018 remained unchanged from both the prior quarter
and year end dates. The discount rate of 10.54% as of September 30, 2017 reflected a decrease from the 10.81% rate
used at June 30, 2017 and 10.96% used at December 31, 2016.
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Net revenue charges from change in life expectancy evaluation of $0.1 million and ($5.4) million for the three months
ended and ($4.9) million and ($14.0) million for the nine months ended September 30, 2018 and 2017, respectively.
The resulting net revenue increases of $5.5 million and $9.1 million for the three and nine months ended September
30, 2018 over the comparable prior year periods primarily resulted from a lower number of life insurance policy
updates received during the three and nine months ended September 30, 2018 over the comparable prior year periods.
The decreased number of life expectancy updates is primarily the result of our cycle update timing and concentrated
efforts of our external servicer in the prior year to resolve a backlog of third party evaluations.
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Interest and other income is comprised of bank interest, interest from financing receivable from affiliate and other
miscellaneous items. Increased revenues of $4.9 million and $5.5 million for the three and nine months ended
September 30, 2018, respectively, were primarily driven by $4.3 million of interest income earned on the financing
receivables from affiliate which was in the third quarter of 2018, as well as interest income from higher bank account
balances and the implementation of a sweep process to move balances to higher interest earning bank accounts.
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Expenses
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Three Months Ended Nine Months Ended
September 30, September 30,
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2018 2017 Increase/ 2018 2017 Increase/
(Decrease) (Decrease)
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Interest expense $ 21,799,000 §$ 13,275,000 §$ 8,524,000  $ 55,011,000 $ 38,766,000 $ 16,245,000
(including

amortization of

deferred financing

costs)(1)
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Employee 5,549,000 3,792,000 1,757,000 12,527,000 10,696,000 1,831,000
compensation and
benefits(2)
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Legal and 1,422,000 1,657,000 (235,000 ) 3,751,000 3,934,000 (183,000 )
professional
expenses(3)
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Other expenses(4) 2,689,000 2,800,000 (111,000 ) 8,262,000 9,341,000 (1,079,000 )
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Total expenses $ 31,459,000 $ 21,524,000 $ 9,935,000  $ 79,551,000 $ 62,737,000 $ 16,814,000
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(1)  The average debt outstanding excluding the Seller Trust L Bonds increased from approximately $595.6 million
during the three months ended September 30, 2017 to approximately $745.5 million during the same period of 2018,
and from approximately $573.9 million during the nine months ended September 30, 2017 to approximately $719.8
million during the same period of 2018. The average interest rate of the senior credit facility with LNV Corporation
increased from 7.49% to 10.27% for the three months ended September 30, 2017 and 2018, respectively, and from
7.50% to 10.02% for the nine months ended September 30, 2017 and 2018, respectively. $403.2 million of Seller
Trust L Bonds were issued in August 2018 and $4.3 million of the increased interest relates to these new bonds.
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(2)  Increase is incentive cost resulting from certain stock-based compensation items in the third quarter of 2018.
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(3)  Decrease is the result of lower legal fees resulting from our exit of the merchant cash advance business.
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(4) Increased contract labor costs, servicing and facility fees were offset by a reduction in charitable contributions
and marketing costs, and lower provision for merchant cash advances. See Note 19 for the detailed breakdown of
other expenses.
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Insurtech Initiatives

302



Edgar Filing: GWG Holdings, Inc. - Form 424B3

During the three and nine month periods ending September 30, 2018 we incurred $1.3 million and $2.9 million of

expenses, respectively, in furtherance of our insurtech initiatives which we believe are potentially transformational.

These expenses are primarily related to the development of intellectual property surrounding advanced epigenetic
testing technology and we expect these costs will increase over the foreseeable future.
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Deferred Income Taxes
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Under ASC 740, Income Taxes (“ASC 740”), deferred tax assets and liabilities are recognized for the future tax
consequences attributable to temporary differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases. A valuation allowance is established for deferred tax assets that are
not considered “more likely than not” to be realized. Realization of deferred tax assets depends upon having sufficient
past or future taxable income in periods to which the deductible temporary differences are expected to be recovered or
within any applicable carryback or carryforward periods. After assessing the realization of the net deferred tax assets,
we believe that there is substantial uncertainty that our net deferred tax asset will be realized during the applicable
carryforward period. As such, a valuation allowance has been established against the total net deferred tax asset as of
September 30, 2018 and December 31, 2017.
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Income Tax Expense
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We realized income tax benefit of $0 and $2.8 million for the three months ended September 30, 2018 and 2017,
respectively, and $0 and $6.5 million for the nine months ended September 30, 2018 and 2017, respectively. The
effective rate for the three months ended September 30, 2018 and 2017 were 0% and 40.5%, respectively, and 0% and

39.8% for the nine months ended September 30, 2018 and 2017, respectively, compared to expected statutory rates of
21.0% and 34.0%, respectively.
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The following table provides a reconciliation of our income tax expense at the statutory federal tax rate to our actual
income tax expense:
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Three Months Ended Nine Months Ended
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September 30, September 30, September 30, September 30,
2018 2017 2018 2017
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Statutory $ (2,234,000 ) 21.0 % $(2,321,000) 340% $ (4,173,000) 21.0 % $ (5,536,000 ) 340 %

federal
income tax
(benefit)
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)

Edgar Filing: GWG Holdings, Inc. - Form 424B3

8.1

%

(440,000 ) 65 %

(1,558,000 ) 7.8 %

(1,049,000 ) 64 %
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Valuation 3,215,000 (30.2 Y% — — 5,783,000 (29.1 Y% — —
allowance
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Other (115,000 ) 1.1 % (3,000 ) (0.0 Y% (52,000 ) 03 % 103,000 0.6 Y%
permanent
differences
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Total $ — 00 % $ (2,764,000 ) 405 % $ — 00 % $(6,482,000) 39.8 %

income tax
expense
(benefit)
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The Tax Reform Bill enacted by U.S. Federal government in December 2017 changed existing tax law including a
reduction of the U.S. Corporate tax rate. The Company re-measured deferred taxes as of the date of enactment,
reflecting these changes within deferred tax assets as of December 31, 2017.
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The most significant temporary differences between GAAP net income (loss) and taxable net income (loss) are the
treatment of interest costs, policy premiums and servicing costs with respect to the acquisition and maintenance of the
life insurance policies and revenue recognition with respect to the fair value of the life insurance portfolio.
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Liquidity and Capital Resources
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We finance our businesses through a combination of life insurance policy benefit receipts, interest on other
investments, equity offerings, debt offerings and our senior credit facility. We have used our debt offerings and our
senior credit facility for policy acquisition, policy premiums and servicing costs, working capital and financing
expenditures including paying principal, interest and dividends.
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As of September 30, 2018 and December 31, 2017, we had approximately $131.4 million and $159.4 million,
respectively, in combined available cash, cash equivalents, restricted cash and policy benefits receivable for the
purpose of financing our business.
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Additional future borrowing base capacity for premiums and servicing costs, created as the premiums and servicing
costs of pledged life insurance policies become due and by additional policy pledges to the facility, if any, exists under
the amended and restated senior credit facility with LNV Corporation.

339



Edgar Filing: GWG Holdings, Inc. - Form 424B3

340



Edgar Filing: GWG Holdings, Inc. - Form 424B3

On August 10, 2018 we sold $50 million of Series B in connection with the Initial Transfer of the Beneficient
Transaction. Approximately half of the proceeds from this sale were distributed to common shareholders pursuant to a
special dividend paid on September 5, 2018 to shareholders of record on August 27, 2018. The remaining amount is
expected to be utilized primarily for our insurtech initiatives, although these amounts are available for general
corporate purposes. We do not expect to issue any additional Series B.
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Financings Summary
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We had the following outstanding debt balances as of September 30, 2018 and December 31, 2017:
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As of September 30, 2018 As of December 31, 2017
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Issuer/Borrower Principal Weighted Principal Weighted
Amount Average  Amount Average
Outstanding Interest Outstanding Interest
Rate Rate
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GWG Holdings, Inc. — L. Bonds $ 586,063,000 712 % $ 461,427,000 729 %
(see Note 10)
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GWG Holdings, Inc. — Seller Trust L Bonds (see Note 403,235,000 750 % — —
11)
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GWG DLP Funding IV, LLC — LNV senior credit 171,964,000 10.30 % 222,525,000 931 %
facility (see Note 8)
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Total $ 1,161,262,000 7.72 % $ 683,952,000 795 %
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The table below reconciles the face amount of our outstanding debt to the carrying value shown on our balance sheets:
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As of As of
September 30, December 31,
2018 2017

360



Edgar Filing: GWG Holdings, Inc. - Form 424B3

361



Edgar Filing: GWG Holdings, Inc. - Form 424B3

Total senior facility with LNV Corporation and other indebtedness
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Face amount outstanding $ 171,964,000 $ 222,525,000
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Unamortized selling costs (9,495,000 ) (10,287,000 )
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Carrying amount $ 162,469,000 $ 212,238,000
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Seller Trust L Bonds — face and carrying amount $ 403,235,000 $ —
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L Bonds:
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Face amount outstanding $ 586,063,000 $ 461,427,000
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Subscriptions in process 4,718,000 1,560,000
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Unamortized selling costs (20,581,000 ) (15,593,000 )
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Carrying amount $ 570,200,000 $ 447,394,000
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In November 2011, we began offering Series I Secured Notes, which were governed by an Intercreditor Agreement, a
Third Amended and Restated Note Issuance and Security Agreement dated November 1, 2011, as amended, and a
related Pledge Agreement. In September 2017, all of the Series I Secured Notes were paid in full and all obligations
thereunder were terminated.
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In June 2011, we concluded a private placement offering of Series A Preferred Stock for new investors, having
received an aggregate $24.6 million in subscriptions for our Series A Preferred Stock. These subscriptions consisted
of $14.0 million in conversions of outstanding Series I Secured Notes into Series A Preferred Stock and $10.6 million
of new investments. In October 2017, we exercised our contractual right to call for the redemption of the Series A
Preferred Stock and all related outstanding warrants and paid an aggregate of approximately $22.2 million.
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In January 2012, we began publicly offering up to $250.0 million in debt securities (initially named “Renewable
Secured Debentures” and subsequently renamed “L Bonds™) that was completed in January 2015.
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On September 24, 2014, we consummated an initial public offering of our common stock resulting in the sale of
800,000 shares of common stock at $12.50 per share and net proceeds of approximately $8.6 million after the
deduction of underwriting commissions, discounts and expense reimbursements.
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In January 2015, we began publicly offering up to $1.0 billion of L Bonds as a follow-on to our earlier $250.0 million
public debt offering. In January 2018, we began publicly offering up to $1.0 billion L Bonds as a follow-on to our
earlier L Bond offering. Through September 30, 2018, the total amount of these L. Bonds sold, including renewals,
was $1.0 billion. As of September 30, 2018 and December 31, 2017, respectively, we had approximately $586.1
million and $461.4 million in principal amount of L Bonds outstanding.
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In October 2015, we began publicly offering up to 100,000 shares of our RPS at a per-share price of $1,000. As of
December 31, 2017, we had issued approximately $99.1 million stated value of RPS and terminated that offering.
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In February 2017, we began publicly offering up to 150,000 shares of our RPS 2 at a per-share price of $1,000. As of
September 30, 2018, we have issued approximately $150 million stated value of RPS 2 and terminated that offering.
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On August 10, 2018, GWG Holdings, GWG Life and the Trustee, entered into the Supplemental Indenture to the
Amended and Restated Indenture. GWG Holdings entered into the Supplemental Indenture to add and modify certain
provisions of the Amended and Restated Indenture necessary to provide for the issuance of the Seller Trust L. Bonds.
Also on August 10, 2018, we issued Seller Trust L Bonds in the amount of $403,234,866 to the Seller Trusts in
connection with the Initial Transfer. The maturity date of the Seller Trust L. Bonds is August 9, 2023. The Seller Trust
L Bonds bear interest at 7.5% per annum. Interest is payable monthly in cash (see Note 11).
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In August 2018, we offered and sold 5,000,000 shares of our Series B in reliance upon the exemption from
registration provided by Section 4(a)(2) under the Securities Act of 1933. The Series B shares were issued, at a $10
per share value, for cash consideration of $50 million.
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The weighted-average interest rate of our outstanding L Bonds (excluding the Seller Trust L Bonds) as of September
30, 2018 and December 31, 2017 was 7.12% and 7.29%, respectively, and the weighted-average maturity at those
dates was 2.67 and 2.38 years, respectively. Our L Bonds have renewal features. Since we first issued our L. Bonds,
we have experienced $473.7 million in maturities, of which $279.9 million has renewed through September 30, 2018
for an additional term. This has provided us with an aggregate renewal rate of approximately 59.1% for investments in
these securities.
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Future contractual maturities of L. Bonds at September 30, 2018 are(1):
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Years Ending December 31, L Bonds
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Three months ending December 31,2018  $ 26,778,000
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2019 150,056,000
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