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Approximate date of commencement of proposed sale to the public: from time to time after the effective date of this
registration statement.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box.  o

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. ý

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.  o

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.  o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer  o                           Accelerated filer  o                           Non-accelerated
filer  o                           Smaller reporting company  ý

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the
registration statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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A Registration Statement relating to these securities has been filed with the Securities and Exchange Commission but
has not yet become effective. Information contained herein is subject to completion or amendment. These securities
may not be sold nor may offers to buy be accepted prior to the time the Registration Statement becomes effective.

SUBJECT TO COMPLETION, DATED MAY 15, 2013

Offering Amount $250,000,000

GWG HOLDINGS, INC.

a Delaware corporation

Renewable Secured Debentures

GWG Holdings, Inc., through its subsidiaries, purchases life insurance policies sold in the secondary marketplace. Our
objective is to earn returns from the purchased life insurance policies that are greater than the costs necessary to
purchase, finance and service those policies to their maturity.

We are offering up to $250,000,000 in Renewable Secured Debentures (the “debentures”) in this offering. This is a
continuous offering and there is no minimum amount of debentures that must be sold before we can use any of the
proceeds. The proceeds from the sale of the debentures will be paid directly to us following each sale and will not be
placed in an escrow account. We will use the net proceeds from the offering of the debentures primarily to purchase
and finance additional life insurance policies, and to service and retire other outstanding debt obligations. The
minimum investment in debentures is $25,000. Investments in excess of such minimum amount may be made in
$1,000 increments. The debentures will be sold with varying maturity terms, interest rates and frequency of interest
payments, all as set forth in this prospectus and in supplements published from time to time. Depending on our capital
needs and the amount of your investment, debentures with certain terms may not always be available. Although we
will periodically establish and change interest rates on unsold debentures offered pursuant to this prospectus, once a
debenture is sold, its interest rate will not change during its term (subject, however, to the extension and renewal
provisions contained in such debenture). Upon maturity, subject to the terms and conditions described in this
prospectus, the debentures will be automatically renewed for the same term at the interest rate we are offering at that
time to other investors with similar aggregate debenture portfolios for debentures of the same maturity, unless
redeemed upon maturity at our or your election.

The debentures are secured by the assets of GWG Holdings, Inc. and a pledge of all of the common stock by our
largest stockholders. Importantly, GWG Holdings’ most significant assets are cash and its investment in subsidiaries.
Obligations under the debentures will also be guaranteed by our subsidiary GWG Life Settlements, LLC, which
guarantee will involve the grant of a security interest in all of the assets of such subsidiary. The majority of our life
insurance policy assets are held in our subsidiary GWG DLP Funding II, LLC (which is a direct subsidiary of GWG
Life Settlements). The policies held by GWG DLP Funding II will not be collateral for obligations under the
debentures although the guarantee and collateral provided by GWG Life Settlements will include its ownership
interest in GWG DLP Funding II. These facts present the risk to investors that the collateral security we and our
subsidiary have granted for our obligations under the debentures may be insufficient to repay the debentures upon an
event of default. The security offered for the debentures will provide rights as to collateral that are pari passu with the
holders of other secured debt previously issued by GWG Life Settlements.  This means that claims for payment and
entitlement to security among the holders of debentures and such other secured debt previously issued by GWG Life
Settlements will be treated equally and without preference.
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We may call and redeem the entire outstanding principal and accrued but unpaid interest of any or all of the
debentures at any time without penalty or premium. Debenture holders will have no right to put (require us to redeem)
any debenture prior to the due date unless in the case of death, bankruptcy or total disability. In the event we agree to
redeem a debenture upon the request of a debenture holder (other than after death, bankruptcy or total disability), we
will impose a redemption fee of 6% against the outstanding principal balance of the redeemed debenture. This
redemption fee will be subtracted from the amount paid.

We do not intend to list our debentures on any securities exchange during the offering period, and we do not expect a
secondary market in the debentures to develop. As a result, you should not expect to be able to resell your debentures
regardless of how we perform. Accordingly, an investment in our debentures is not suitable for investors that require
liquidity in advance of their debenture’s maturity date.

Our cash flows are restricted under our borrowing arrangement with our senior secured lender.  In sum, and subject to
certain exceptions, distributions from our operating subsidiaries are limited to an amount that would result in us
realizing an 18% annualized rate of return on the equity funded amount attributable to our life insurance policy
assets.  These provisions will restrict cash flows available for payment of principal and interest on the debentures.

We are an “emerging growth company” under applicable law and will be subject to reduced public company reporting
requirements.  Please read the disclosures on page 14 of this prospectus for more information.  Investing in our
debentures may be considered speculative and involves a high degree of risk, including the risk of losing your entire
investment. See “Risk Factors” beginning on page 22 to read about the risks you should consider before buying our
debentures. You should carefully consider the risk factors set forth in this prospectus. An investment in our debentures
is not suitable for all investors. The debentures are only suitable for persons with substantial financial resources and
with no need for liquidity in this investment. See “Suitability Standards” for information on the suitability standards that
investors must meet in order to purchase the debentures.

Please read this prospectus before investing and keep it for future reference. We file annual, quarterly and current
reports with the SEC. This information will be available free of charge by contacting us at 220 South Sixth Street,
Suite 1200, Minneapolis, Minnesota 55402 or by phone at (612) 746-1944 or on our website at www.gwglife.com.
The SEC also maintains a website at www.sec.gov that contains such information.

Neither the SEC nor any state securities commission has approved or disapproved of these securities or determined if
this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is                             , 2013.
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The debentures will be offered and sold on a best-efforts basis by Arque Capital, Ltd., a registered broker-dealer and
member of the Financial Industry Regulatory Authority (“FINRA”). Arque Capital will be an underwriter of the
debentures in this offering for purposes of the Securities Act of 1933. Arque Capital may retain other dealers to act as
an agent on its behalf in the course of offering and selling debentures in this offering. We will pay Arque Capital a
selling commission ranging from 0.50% to 5.00% of the principal amount of debentures sold, depending on the
debentures’ maturity date. We will also pay Arque Capital additional underwriting compensation ranging from 1.00%
to 3.00% of the principal amount of debentures sold depending on the debentures’ maturity date. Such additional
underwriting compensation consists of a dealer manager fee, a wholesaling fee (payable only to wholesaling dealers),
and an accountable and non-accountable expense allowance. Arque Capital will share its commissions and
accountable and non-accountable expense allowance with other dealers who may participate in the offering. The total
amount of the selling commissions and additional underwriting compensation paid to Arque Capital and any other
FINRA member in the course of offering and selling debentures will not exceed 8.00% of the aggregate amount of the
debentures sold. See “Plan of Distribution” and “Use of Proceeds” for further information.

Price to
Investor

Aggregate
Commissions,
 Fees, and
Expense

Allowances (1)(2)
Net Proceeds to

Company
Minimum Investment $ 25,000 $ 1,812 $ 23,188 (3)
Offering $ 250,000,000 $ 18,125,000 $ 230,375,000 (4)

(1)Assumes an average sales commission of 4.25%, average dealer manager fee of 0.50%, average wholesaling fees
of 0.80%, and average accountable and non-accountable expense allowance of 1.70%. As explained above, actual
commissions, fees and allowances will vary based on the term of the debentures sold. Nevertheless, the total
amount of selling commissions and additional underwriting compensation (consisting of dealer manager fees,
wholesaling fees and accountable and non-accountable expense allowances) paid to the underwriter will not exceed
8.00% of the aggregate principal amount of debentures sold.

(2)Arque Capital has agreed to offer the debentures on a “best efforts” basis.
(3) Net Proceeds to Company based on the Minimum Investment are calculated after deducting (i) selling

commissions and (ii) additional underwriting compensation (consisting of a dealer manager fee, wholesaling fee,
and an accountable and non-accountable expense allowance). We expect that our own offering expenses,
consisting of legal, accounting, printing, mailing, registration, qualification and associated securities offering
filing costs and expenses, will aggregate to approximately $1,500,000, but for purposes of illustrating the Net
Proceeds to Company based on the Minimum Investment, our issuer offering expenses of $1,500,000 are not
reflected.

(4) Net Proceeds to Company based on the offering of $250,000,000 in principal amount of debentures are calculated
as described in fn. 3 above, but also after deducting our own expected issuer offering expenses of $1,500,000.

We will generally issue the debentures in book-entry or uncertificated form. Subject to certain limited exceptions, you
will not receive a certificated security or negotiable instrument that is or represents your debentures. Instead, we will
deliver written confirmation to purchasers of debentures. Bank of Utah will act as trustee for the debentures.

The initial interest rates for the debentures based on the applicable maturity thereof is set forth in the table below.

Maturity
Term

Interest
Rate (%)

6 months 4.75
1 year 5.50
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2 years 7.00
3 years 8.00
4 years 8.50
5 years 9.00
7 years 9.50

We may change the interest rates applicable to unsold debentures from time to time during this offering, in which case
the applicable interest rates will be set forth in an interest rate supplement to this prospectus. Once a debenture is sold,
the interest rate will not change during its term (subject, however, to the extension and renewal provisions contained
in such debenture).
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IMPORTANT NOTICES

Illinois investors:

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECRETARY OF STATE
OF ILLINOIS OR THE STATE OF ILLINOIS, NOR HAS THE SECRETARY OF STATE OF ILLINOIS OR THE
STATE OF ILLINOIS PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.  ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. THE SECURITIES OFFERED HEREBY
INVOLVE A HIGH DEGREE OF RISK.

Michigan investors:

A REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE
CORPORATION AND SECURITIES BUREAU, MICHIGAN DEPARTMENT OF COMMERCE. THE
DEPARTMENT HAS NOT UNDERTAKEN TO PASS UPON THE VALUE OF THESE SECURITIES NOR TO
MAKE ANY RECOMMENDATIONS AS TO THEIR PURCHASE.

THE USE OF THE PROSPECTUS IS CONDITIONED UPON ITS CONTAINING ALL MATERIAL FACTS AND
THAT ALL STATEMENTS CONTAINED THEREIN ARE TRUE AND CAN BE SUBSTANTIATED. THE
DEPARTMENT HAS NOT PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.

NO BROKER-DEALER, SALESMAN, AGENT OR ANY OTHER PERSON HAS BEEN AUTHORIZED TO
GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATIONS, IN CONNECTION WITH THE
OFFERING HEREBY MADE, OTHER THAN THOSE CONTAINED IN THIS PROSPECTUS OR EFFECTIVE
LITERATURE.

THIS IS A BEST EFFORTS OFFERING, AND THE ISSUER RESERVES THE RIGHT TO ACCEPT OR REJECT
ANY SUBSCRIPTION AND WILL PROMPTLY NOTIFY THE SUBSCRIBER OF ACCEPTANCE OR
REJECTION. THERE IS NO ASSURANCE THAT THIS OFFERING WILL ALL BE SOLD. THERE ARE NO
ASSURANCES AS TO WHAT SIZE THE ISSUER MAY REACH.

THERE IS NO ASSURANCE THAT OUR OPERATIONS WILL BE PROFITABLE OR THAT LOSSES WILL
NOT OCCUR.

IT IS NOT THE POLICY OF THE ISSUER TO REDEEM THESE SECURITIES.

ANY REPRESENTATIONS CONTRARY TO ANY OF THE FOREGOING SHOULD BE REPORTED
FORTHWITH TO THE LANSING OFFICE OF THE BUREAU AT 6546 Mercantile Way, Lansing, Michigan
48909, or TELEPHONE (517) 334-6200.

5
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ABOUT THIS PROSPECTUS

We have prepared this prospectus as part of a registration statement that we filed with the SEC for our continuous
offering of debentures. Periodically, as we make material investments or have other material developments, we will
provide a prospectus supplement that may add, update or change information contained in this prospectus. We will
endeavor to avoid interruptions in the continuous offering of our debentures. Nonetheless, our continuous offering
may be suspended while the SEC or FINRA reviews any amendment to our registration statement, until it is declared
effective.

Any statement that we make in this prospectus will be modified or superseded by any inconsistent statement made by
us in a subsequent prospectus supplement. The registration statement we filed with the SEC includes exhibits that
provide more detailed descriptions of the matters discussed in this prospectus. You should read this prospectus, the
related exhibits filed with the SEC, and any prospectus supplement, together with additional information described
below under “Where You Can Find More Information.” In this prospectus, we use the term “day” to refer to a calendar
day, and we use the term “business day” to refer to any day other than Saturday, Sunday, a legal holiday or a day on
which banks in New York City are authorized or required to close.

You should rely only on the information contained in this prospectus. Neither we nor the dealer manager have
authorized any other person to provide you with any information different from that contained in this prospectus or
information furnished by us upon request as described herein. The information contained in this prospectus is
complete and accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or
sale of our debentures. This prospectus contains summaries of certain other documents, which summaries contain all
material terms of the relevant documents and are believed to be accurate, but reference is hereby made to the full text
of the actual documents for complete information concerning the rights and obligations of the parties thereto. Such
information necessarily incorporates significant assumptions, as well as factual matters. All documents relating to this
offering and related documents and agreements, if readily available to us, will be made available to a prospective
investor or its representatives upon request. During the course of this offering and prior to sale, each prospective
debenture holder is invited to ask questions of and obtain additional information from us concerning the terms and
conditions of this offering, our company, the debentures and any other relevant matters, including but not limited to
additional information necessary or desirable to verify the accuracy of the information set forth in this prospectus. We
will provide the information to the extent it possesses such information or can obtain it without unreasonable effort or
expense. If there is a material change in the affairs of our company, we will amend or supplement this prospectus.

No information contained herein, nor in any prior, contemporaneous or subsequent communication should be
construed by a prospective investor as legal or tax advice. Each prospective investor should consult its, his or her own
legal, tax and financial advisors to ascertain the merits and risks of the transactions described herein prior to
purchasing the debentures. This written communication is not intended to be issued as a “reliance opinion” or a
“marketed opinion,” as defined under Section 10.35 of Circular 230 published by the U.S. Treasury Department, so as to
avoid any penalties that could be assessed under the Internal Revenue Code of 1986, as amended (the “Code”) or its
applicable Treasury Regulations. Accordingly, (a) any information contained in this written communication is not
intended to be used, and cannot be used or relied upon for purposes of avoiding any penalties that may be imposed on
a prospective investor by the Code or applicable Treasury Regulations; (b) this written communication has been
written to support the promotion or marketing of the transactions or matters addressed by this written communication;
and (c) each prospective investor should seek advice based on the prospective investor’s particular circumstances from
an independent tax advisor.

The debentures will be issued under an indenture. This prospectus is qualified in its entirety by the terms of that
indenture filed with SEC as an exhibit to the registration statement of which this prospectus is a part. All material
terms of the indenture are summarized in this prospectus. You may obtain a copy of the indenture upon written
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request to us or online at www.sec.gov.

The indenture trustee did not participate in the preparation of this prospectus and makes no representations concerning
the debentures, the collateral, or any other matter stated in this prospectus. The indenture trustee has no duty or
obligation to pay the debentures from their funds, assets or capital or to make inquiry regarding, or investigate the use
of, amounts disbursed from any account.

6
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SUITABILITY STANDARDS

The following are our suitability standards for investors in connection with our continuous offering of debentures
under this registration statement.

Pursuant to applicable state securities laws, debentures offered through this prospectus are suitable only as a long-term
investment for persons of adequate financial means who have no need for liquidity in their investment. There is not
expected to be any public market for the debentures, which means that it may be difficult or impossible for you to
resell the debentures. As a result, we have established general suitability standards that are applicable to all investors
in all states.  In addition, we have established additional suitability standards (discussed in more detail below) in the
following states—Arizona, Idaho, Iowa, Kansas, Kentucky, Maine, Massachusetts, Nebraska, New Jersey, New Mexico,
North Dakota, Oklahoma, Oregon, South Carolina and Washington.

In all cases, our general suitability standards require that investors have either (i) a net worth (not including home,
furnishings, and personal automobiles) of at least $70,000 and an annual gross income of at least $70,000, or (ii) a net
worth (not including home, furnishings, and personal automobiles) of at least $250,000. Our general suitability
standards also require that a potential investor (1) can reasonably benefit from an investment in us based on such
investor’s overall investment objectives and portfolio structuring; (2) is able to bear the economic risk of the
investment based on the prospective debenture holder’s overall financial situation; and (3) has apparent understanding
of (a) the fundamental risks of the investment, (b) the risk that such investor may lose his or her entire investment, (c)
the lack of liquidity of the debentures, (d) the qualifications of any advisor in our selling group who is recommending
an investment in the debentures, and (e) the tax consequences of the investment.

As indicated above, additional suitability standards apply to the offer and sale of debentures in Arizona, Idaho, Iowa,
Kansas, Kentucky, Maine, Massachusetts, Nebraska, New Jersey, New Mexico, North Dakota, Oklahoma, Oregon,
South Carolina and Washington.  For investors in these states, both the general suitability standards and the additional
suitability standards must be satisfied.  The additional suitability standards are as follows:

State Suitability Requirements

Arizona and North Dakota                            Investors must have either (i) a minimum of $150,000 (or $200,000
when combined with a spouse) in gross income during the prior year and
a reasonable expectation that the investor will have at least such income
in the current year, or (ii) a minimum net worth of $350,000 (or
$400,000 when combined with a spouse), exclusive of home, home
furnishings and automobiles, with the investment in debentures offered
hereby not exceeding 10% of the net worth of the investor (together with
a spouse, if applicable).

Idaho                            It is recommended by the Idaho Department of Finance that Idaho
investors not invest, in the aggregate, more than 10% of their liquid net
worth in this and similar investments which may be considered
speculative. Liquid net worth is defined as that portion of net worth
consisting of cash, cash equivalents and readily marketable securities.

Iowa, Maine, Nebraska,
New Jersey, Oregon,
South Carolina and
Washington

Investors must be “accredited investors” as that term is defined in Rule
501(a) under the Securities Act of 1933.
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Kansas                            It is required by the Office of the Kansas Securities Commissioner that
Kansas investors limit their aggregate investment in the securities of the
company and other similar programs to not more than 10% of their liquid
net worth. For these purposes, liquid net worth shall be defined as that
portion of total net worth (total assets minus total liabilities) that is
comprised of cash, cash equivalents and readily marketable securities, as
determined in conformity with Generally Acceptable Accounting
Principles.

Kentucky                            Investors are required to have either (i) a minimum gross annual income
of $100,000 and a minimum net worth (excluding the value of homes,
furnishings, and personal automobiles) of $150,000, or (ii) a minimum
net worth (excluding the value of homes, furnishings, and personal
automobiles) of $250,000.

7
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Massachusetts and New
Mexico

Investors must be “accredited investors” as that term is defined in Rule 501(a) under the
Securities Act of 1933, and must limit their aggregate investment in the securities of the
company and other similar programs to not more than 10% of their liquid net worth.  For
this purpose, “liquid net worth” shall be defined as that portion of total net worth (i.e., total
assets minus total liabilities) that consists of cash, cash equivalents and readily marketable
securities, as determined in conformity with Generally Accepted Accounting Principles.

Oklahoma                            Purchases by investors should not exceed 10% of their net worth.  For this purpose, “net
worth” is determined exclusive of the value of a home, home furnishings and automobiles.

We have agreed to condition our offering in the State of Washington on our compliance with Revised Code of
Washington section 21.20.715, which requires that at least 50% of the principal amount of debentures we sell must
have maturities of two years or more.

The minimum purchase for our debentures is $25,000. To satisfy the minimum purchase requirements for retirement
plans, unless otherwise prohibited by state law, a husband and wife may jointly contribute funds from their separate
individual retirement accounts, or IRAs, provided that each such contribution is made in increments of $500. You
should note that an investment in our debentures will not, in itself, create a retirement plan and that, in order to create
a retirement plan, you must comply with all applicable provisions of the Code. If you wish to purchase debentures in
excess of the $25,000 minimum, any additional purchase must be in amounts of at least $1,000.  In the case of sales to
fiduciary accounts, these suitability standards must be met by the person who directly or indirectly supplied the funds
for the purchase of our debentures or by the beneficiary of the account.

These suitability standards are intended to help ensure that, given the long-term nature of an investment in our
debentures, our investment objectives and the relative illiquidity of our debentures, the debentures are an appropriate
investment for prospective purchasers. Those selling debentures on our behalf must make every reasonable effort to
determine that the purchase of our debentures is a suitable and appropriate investment for each debenture holder based
on information known to selling group members and provided by the debenture holder in the Subscription Agreement.
Each selected broker-dealer is required to maintain for six years records of the information used to determine that an
investment in our debentures is suitable and appropriate for a debenture holder.

The investor suitability requirements stated above represent minimum suitability requirements we establish for
prospective debenture holders. However, satisfaction of these requirements will not necessarily mean that the
debentures are a suitable investment for a prospective investor, or that we will accept the prospective investor’s
Subscription Agreement. Furthermore, as appropriate, we may modify such requirements in our sole discretion, and
such modifications may raise (but not lower) the suitability requirements for prospective debenture holders.  If you do
not meet the requirements described above, do not read further and immediately return this prospectus. In the event
you do not meet such requirements, this prospectus does not constitute an offer to sell debentures to you.

INDUSTRY AND MARKET DATA

The industry, market and data used throughout this prospectus have been obtained from our own research, surveys or
studies conducted by third parties and industry or general publications. Industry publications and surveys generally
state that they have obtained information from sources believed to be reliable, but do not guarantee the accuracy and
completeness of such information. We believe that each of these studies and publications is reliable.

8

Edgar Filing: GWG Holdings, Inc. - Form POS AM

13



HOW TO PURCHASE DEBENTURES

If, after carefully reading this entire prospectus, obtaining any other information requested and available and being
fully satisfied with the results of pre-investment due-diligence activities, you would like to purchase debentures, you
must complete, execute and return the Subscription Agreement to us (documents to be completed are in a separate
subscription package) together with a certified check or personal check payable to the order of “GWG Holdings,
Inc.—Indenture Account” (or wire sent to the Indenture Account) equal to the amount of debentures you wish to
purchase. Instructions for subscribing for the debentures are included in the Subscription Agreement. If you are
working with a broker-dealer, your subscription materials and the certified check or personal check should be
delivered to your broker-dealer, who will deliver it to us at the following address:

GWG Holdings, Inc.
220 South Sixth Street, Suite 1200

Minneapolis, MN 55402

Wire Instructions
GWG Holdings, Inc.—Indenture Account

Account: 4809888371
Routing: 091001157

Bank Name: M&I Marshall & Ilsley Bank

You must meet the suitability requirements, and your purchase is subject to our acceptance. All information provided
is confidential and will be disclosed only to our officers, affiliates, managing broker-dealer, legal counsel and, if
required, to governmental authorities and self-regulatory organizations or as otherwise required by law.

Upon receipt of the signed Subscription Agreement, verification that the Subscription Agreement contains the
appropriate representations and warranties respecting your investment qualifications, and our acceptance of your
purchase (in our sole discretion), we will notify you of receipt and acceptance of your purchase. During such time as
our offering is active (i.e., other than during such time as any post-effective amendment remains subject to review by
regulatory authorities), we may, in our sole discretion, accept or reject any purchase, in whole or in part, for a period
of 15 days after receipt of the Subscription Agreement; and any purchase not expressly accepted within 15 days of
receipt shall be deemed rejected. In the event we do not accept a your purchase of debentures for any reason, we will
promptly return your payment. We may terminate or suspend this offering at any time, for any reason or no reason, in
our sole discretion.

9
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PROSPECTUS SUMMARY

This summary highlights some of the information in this prospectus. It is not complete and may not contain
all of the information that you may want to consider. To understand this offering fully, you should carefully
read the entire prospectus, including the section entitled “Risk Factors,” before making a decision to invest in
our debentures. Unless otherwise noted or unless the context otherwise requires, the terms “we,” “us,” “our,” the
“Company” and “GWG” refers to GWG Holdings, Inc. together with its wholly owned subsidiaries.

Our Company

We are engaged in the emerging secondary market of life insurance.  We acquire life insurance policies in
the secondary market from policy owners desiring to sell their policies at a discount to the face value of the
insurance benefit. Once we purchase a policy, we continue paying the policy premiums in order to ultimately
collect the face value of the insurance benefit. Our strategy is to continue to build a diversified and profitable
portfolio of policies.

Life insurance companies earn substantial revenue windfalls due to the lapse and surrender of many
insurance policies. These revenue windfalls have enabled life insurance companies to issue policies with
reduced premiums. These two business practices create a profit opportunity for the life insurance secondary
market. The profit opportunity is the difference, or “spread,” between (i) the cost of purchasing and
maintaining a life insurance policy over the insured’s lifetime, and (ii) the policy’s benefit that will paid upon
the insured’s mortality. The secondary market for life insurance policies has also been driven by the creation
of life insurance policy pricing tools and actuarial modeling techniques developed by investors.

According to the American Council of Life Insurers Fact Book 2011 (ACLI), individuals owned over $10.48
trillion of face value of life insurance policies in the United States in 2010. This figure includes all types of
policies, including term and permanent insurance known as whole life, universal life, variable life, and
variable universal life. The secondary market for life insurance has developed around individuals aged 65
years or older owning either permanent insurance or term insurance convertible into permanent insurance.
According to the ACLI, the average annual lapse rate and surrender rate of life insurance policies for the ten
years ending 2010 was 7.2%, or over $712 billion in face value of policy benefits in 2010 alone.  These
figures do not include group-owned life insurance, such as employer-provided life insurance, the market for
which totaled over $7.83 trillion of face value of life insurance policies in the United States in 2010,
and the policies of which exhibit similar lapse and surrender rates according to the ACLI.

Owners of life insurance policies generally allow them to lapse or surrender the policies for a variety of
reasons, including: (i) unrealistic earnings assumptions made when the policy was purchased, combined with
higher premium payments later in the term of the policy than initially forecasted; (ii) increasing premium
payment obligations as the insured ages; (iii) changes in financial status or outlook which cause the insured
to no longer require life insurance; (iv) other financial needs that make the insurance unaffordable; or (v) a
desire to maximize the policy’s investment value. Rather than allowing a policy to lapse as worthless, or
surrendering a life insurance policy at a fraction of its inherent value, the sale of a life insurance policy in the
secondary market can bring significant value to the policy owner.  The life insurance secondary market often
pays policy sellers amounts ranging from two to ten times the surrender value that would otherwise be
offered by the insurance carrier.

The market opportunity for selling and purchasing life insurance policies in the secondary market is
relatively new. According to Conning Research & Consulting, the secondary market for life insurance
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policies grew from $2 billion in face value of life insurance policy benefits in 2002 to over $12 billion in
face value of life insurance policy benefits purchased in 2008. To participate in the market opportunity, we
have spent and intend to continue to spend significant resources: (i) developing a robust operational platform
and systems for purchasing and servicing life insurance policies; (ii) obtaining requisite licensure to purchase
life insurance in the secondary market; (iii) developing financing resources for purchasing and servicing life
insurance policies; (iv) recruiting and developing a professional management team; (v) establishing
origination relationships for purchasing life insurance policies in the secondary market; and (vi) developing a
financing strategy to participate in this business sector.  

We were formed in 2006. Since then, we have acquired over $1.4 billion in face value of life insurance
policy benefits and have become an active purchaser and financier of life insurance policies in the secondary
market. In 2008, after selling approximately $1 billion in face value of life insurance policy benefits, we
adopted our current buy-and-hold strategy of investing in life insurance policies. As of December 31, 2012,
we owned approximately $572 million in face value of life insurance policy benefits with an aggregate cost
basis of approximately $156 million.  Aggregate cost basis includes our acquisition costs and ongoing
maintenance and carrying costs.  To date, we have financed the acquisition of this portfolio through the
issuance of secured notes by our direct wholly owned subsidiary GWG Life Settlements, LLC, and the use
of a senior revolving credit facility, our “revolving credit facility,” benefitting our indirect wholly owned
subsidiary GWG DLP Funding II, LLC, which subsidiary owns title to substantially all of our life insurance
policy assets. For more information on our corporate structure, please refer to the caption “—Corporate
Organization” below.

10
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A summary of our portfolio of life insurance policies as
of March 31, 2013 is set forth in the table below:

Life Insurance Portfolio Summary

Total portfolio face value of policy benefits $ 639,755,000
Average face value per policy $ 2,722,000
Average face value per insured life $ 2,990,000
Average age of insured (yrs.) * 81.5
Average life expectancy estimate (yrs.) * 7.62
Total number of policies 235
Demographics 66% Males; 34% Females
Number of smokers No insureds are smokers
Largest policy as % of total portfolio 1.56%
Average policy as % of total portfolio 0.43%
Average Annual Premium as % of face value 3.26%

*  Averages presented in the table are weighted averages.

We generally purchase life insurance policies through secondary market transactions directly from the policy
owner who originally purchased the life insurance in the primary market. Historically, we have purchased
policies in the secondary market through a network of life insurance agents, life insurance brokers, and licensed
providers who assist policy owners in accessing the secondary market. 

Before we purchase a life insurance policy, we conduct an underwriting review that includes obtaining life
expectancy estimates on each insured from third party medical actuarial firms. We base our life expectancy
estimates on the average of those two estimates. In the case of small face policies, which we define as life
insurance policies with less than $250,000 in face value of policy benefits, we may choose not to obtain life
expectancies from third party medical actuarial firms, but rather use standard mortality tables to develop our
own life expectancy of an insured. The policies we purchase are universal life insurance policies issued by rated
life insurance companies. Universal life insurance is a type of permanent life insurance in which premium
payments above the cost of insurance are credited to the “cash value” of the policy. The cash value is credited
each month with interest based on the terms of the insurance policy agreement. If a universal life insurance
policy were to lapse, the insured or other owner of the policy would nonetheless have a right to receive the cash
value of the policy. Universal life insurance is different from “term” life insurance in that “term” life insurance does
not have a cash value associated with it. We seek to purchase life insurance policies issued by rated life
insurance companies with investment grade credit ratings by Standard & Poor’s (AAA through BBB), Moody’s
(Aaa through Baa3), or A.M. Best Company (aaa through bbb). As of December 31, 2012, over 89.8% of life
insurance policies in our portfolio were issued by companies rated “A” or better under the Standard & Poor’s
rating system.

The price we are willing to pay for the policy in the secondary market is primarily a function of: (i) the policy’s
face value; (ii) the life expectancy of the individual insured by the policy; (iii) the premiums expected to be paid
over the life of the insured; (iv) market competition from other purchasers; and (v) the particular underwriting
characteristics of the policy, relative to the characteristics of our portfolio of life insurance policies.

We seek to earn profits by purchasing policies at discounts to the face value of the insurance benefit. We
purchase policies at discounts that are expected to exceed the costs necessary to pay premiums and financing
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and servicing costs through the date of the insured’s mortality. We rely on the actuarial life expectancy
assumptions to estimate the expected mortality of the insureds within our portfolio. We seek to finance our life
insurance policy purchases and payment of premiums and financing costs, until we receive policy benefits,
through the sale of the Renewable Secured Debentures and the use of our revolving line of credit. In the past,
we have also relied on the sale of our Series A preferred stock and Series I subsidiary secured notes.

11
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We believe the socio-economic and demographic trends strongly support the long-term development of our
market opportunity and that our business model provides significant advantages to both owners of life
insurance policies and investors. For owners of life insurance, selling in the secondary market often provides
significant value over that offered by the insurance carrier.  For investors, our earnings from life insurance
policies are not correlated to traditional markets such as real estate, equity markets, fixed income markets,
currency or commodities. We believe that by acquiring a large portfolio of well diversified life insurance
policies, we will offer value to both owners of life insurance and investors seeking returns derived from
non-correlated assets.  We believe our financing strategy of offering Renewable Secured Debentures
positions us as a leader in the secondary market of life insurance.

Our objective is to earn returns from the life insurance policies we purchase in the secondary market which
are greater than the costs necessary to purchase and finance those policies to their maturity. We expect to
accomplish our objective by:

●  purchasing life insurance policies with expected internal rates of
returns in excess of our cost of capital;

●  paying the premiums and costs associated with the life insurance policy
until the insured’s mortality;

●  obtaining a large and diverse portfolio to mitigate actuarial risk;

●  maintaining diversified funding sources to reduce our overall cost of
financing;

●  engaging in hedging strategies that reduce potential volatility to our
cost of financing; and

●  maintaining rigorous portfolio monitoring and servicing.

We have built our business with what we believe to be the following competitive strengths:

● Industry Experience: We have actively participated in the development of the secondary market of
life insurance as a principal purchaser and financier since 2006. Our position within the marketplace
has allowed us to evaluate over 30,000 life insurance policies for possible purchase, thereby gaining
a deep understanding of the variety of issues involved when purchasing life insurance policies in the
secondary market. We have participated in the leadership of various industry associations and
forums, including the Life Insurance Settlement Association and the Insurance Studies Institute. Our
experience gives us confidence in building a portfolio of life insurance policies that will perform to
our expectations.

● Operational Platform: We have built an operational platform and systems for efficiently tracking,
processing, and servicing life insurance policies that we believe provide competitive advantages
when purchasing policies in the secondary marketplace, and servicing the policies once acquired.

● Origination and Underwriting Practices: We seek to purchase life insurance policies that meet
published guidelines on what policies would be accepted in a rated securitization. We purchase only
permanent life insurance policies we consider to be non-contestable and that meet stringent

Edgar Filing: GWG Holdings, Inc. - Form POS AM

19



underwriting criteria and reviews. We consider a life insurance policy to be “non-contestable” once
applicable state law prohibits the insurer from challenging the validity of the policy due to fraud. In
this regard, state non-contestability laws generally require a period of one to two years to elapse
after the initial issuance of the policy before that policy is considered non-contestable under state
law. Non-contestability laws do not, however, prevent an insurer from challenging the validity of a
policy procured by fraud for lack of an insurable interest (such as is the case with stranger-originated
life insurance policies).

● Origination Relationships: We have established origination relationships with over 300 life
insurance policy brokers and insurance agents who submit policies for our purchase or financing.
Our referral base knows our underwriting standards for purchasing life insurance policies in the
secondary market, which provides confidence in our bidding and closing process and streamlines
our own due-diligence process.

● Life Expectancy Methodology: We generally rely on at least two life expectancy reports from
independent third-party medical actuary underwriting firms such as 21st Services, AVS
Underwriting, Fasano Associates, and ISC Services to develop our life expectancy estimate.

12
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● Pricing Software and Methodology: We use actuarial pricing methodologies and software tools that
are built and supported by leading independent actuarial service firms such as Modeling Actuarial
Pricing Systems, Inc. (“MAPS”) for calculating our expected returns.

● Diversified Funding: We have actively developed diversified sources for accessing capital markets
in support of our buy and hold strategy for our portfolio of life insurance policies, ranging from
institutional bank financing and global capital markets, to a network of broker-dealers registered
with the Financial Industry Regulatory Authority (“FINRA”), many of whom have participated in our
Series I subsidiary secured notes financing.

On the other hand, our business involves a number of challenges and risks described in more detail
elsewhere in this prospectus, including the following:

● Relatively New Market: The purchase and ownership of life insurance policies acquired in the
secondary market is a relatively new and evolving market. Our ability to source and purchase life
insurance policies at attractive discounts materially depends on the continued development of the
secondary market for life insurance.  This includes the solvency of life insurance companies to pay
the face value of the life insurance benefits, the accuracy of mortality assumptions, and other factors
beyond our control.

● Assumptions About Valuation of Our Assets: The valuation of our portfolio of life insurance
policies, which is the principal asset on our balance sheet, requires us to make material assumptions
that may ultimately prove to be incorrect. These assumptions include appropriate discount rates,
cash flow projections, and actuarial life expectancies, which may not prove to be accurate.

● Ability to Expand Our Portfolio: Our business model relies on achieving actual results that are in
line with the results we expect to attain from our investments in life insurance policy assets. In this
regard, we believe that the larger portfolio of life insurance policies we own, the greater likelihood
we will achieve actuarial results that match our expected results. Although we plan to expand the
number of life insurance policies we own using proceeds raised from the sale of our Renewable
Secured Debentures, we may be unable to meet this goal.  And, even if we attain the goal, we may
not achieve the actuarial results we expect.

● Reliance on Financing: We have chosen to finance our business almost entirely through the issuance
of debt, including the sale of Renewable Secured Debentures, Series I subsidiary secured notes, and
our revolving credit facility. Our business model expects that we will have continued access to
financing in order to purchase a large and diversified portfolio of life insurance policies, and
thereafter pay the attendant premiums and servicing costs of maintaining the portfolio. Our strategy
is to build a profitable and larger portfolio of policies that is diversified in terms of insurance carriers
and the medical conditions of insureds. We believe that diversification among insurers and medical
conditions will lower our overall exposure risk, and that a larger number of policies (diversification
in overall number) will provide our portfolio with greater actuarial stability.  We will be required to
rely on our access to financing until such time as we experience a significant amount of mortality
within our portfolio and begin receiving revenues from the receipt of insurance policy benefits.

● Risk of Investment in Life Insurance Policies: Our investments in life insurance policies have
inherent risks, including fraud and legal challenges to the validity of the policies, as well as the
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possibility of misleading information provided by the seller of the policy.

● Effects of Regulation: Our business is subject to state regulation.  Changes in state laws and
regulations governing our business, or changes in the interpretation of such laws and regulations,
could negatively affect our business.

Our business also involves certain other challenges and risks described in the “Risk Factors” section of
this prospectus.

13
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Implications of Being an “Emerging Growth Company”

As a public reporting company with less than $1.0 billion in revenue during our last fiscal year, we qualify as an
“emerging growth company” under the Jumpstart our Business Startups Act of 2012, or the JOBS Act.  An
emerging growth company may take advantage of certain reduced reporting requirements and is relieved of
certain other significant requirements that are otherwise generally applicable to public companies.  In particular,
as an emerging growth company we:

● are not required to obtain an attestation and report from our
auditors on our management’s assessment of our internal control
over financial reporting pursuant to the Sarbanes-Oxley Act of
2002;

● are not required to provide a detailed narrative disclosure
discussing our compensation principles, objectives and elements
and analyzing how those elements fit with our principles and
objectives (commonly referred to as “compensation discussion
and analysis”);

● are not required to obtain a non-binding advisory vote from our
stockholders on executive compensation or golden parachute
arrangements (commonly referred to as the “say-on-pay,”
“say-on-frequency” and “say-on-golden-parachute” votes);

●
are exempt from certain executive compensation disclosure
provisions requiring a pay-for-performance graph and CEO pay
ratio disclosure;

● may present only two years of audited financial statements and
only two years of related Management’s Discussion & Analysis
of Financial Condition and Results of Operations, or MD&A;

●
are eligible to claim longer phase-in periods for the adoption of
new or revised financial accounting standards under §107 of the
JOBS Act; and

●
are exempt from any PCAOB rules relating to mandatory audit
firm rotation and any requirement to include an auditor
discussion and analysis narrative in our audit report.

We intend to take advantage of all of these reduced reporting requirements and exemptions, including the longer
phase-in periods for the adoption of new or revised financial accounting standards under §107 of the JOBS
Act.  Our election to use the phase-in periods may make it difficult to compare our financial statements to those
of non-emerging growth companies and other emerging growth companies that have opted out of the phase-in
periods under §107 of the JOBS Act.  Please see “Risk Factors,” page 34 (“We are an ‘emerging growth company’ . .
.”).
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Certain of these reduced reporting requirements and exemptions were already available to us due to the fact that
we also qualify as a “smaller reporting company” under SEC rules.  For instance, smaller reporting companies are
not required to obtain an auditor attestation and report regarding management’s assessment of internal control
over financial reporting; are not required to provide a compensation discussion and analysis; are not required to
provide a pay-for-performance graph or CEO pay ratio disclosure; and may present only two years of audited
financial statements and related MD&A disclosure.  In addition, we presently file reports under the Securities
Exchange Act of 1934 by virtue of Section 15(d) of that Act.  As a filer of reports under Section 15(d), we are
not required to file proxy statements under Section 14 of that Act and, as a result, we are currently not subject to
the “say-on-pay,” “say-on-frequency” and “say-on-golden-parachute” advisory voting requirements under SEC Rule
14a-21.  We will remain a filer under Section 15(d) of the Securities Exchange Act of 1934 until such time as we
file a registration statement under that Act on Form 8-A or Form 10.

Under the JOBS Act, we may take advantage of these reduced reporting requirements and exemptions for up to
five years after our initial sale of common equity pursuant to a registration statement declared effective under
the Securities Act of 1933, or such earlier time that we no longer meet the definition of an emerging growth
company.  In this regard, the JOBS Act provides that we would cease to be an “emerging growth company” if we
have more than $1.0 billion in annual revenues, have more than $700 million in market value of our common
stock held by non-affiliates, or issue more than $1.0 billion of non-convertible debt over a three-year
period.  Furthermore, under current SEC rules we will continue to qualify as a “smaller reporting company” for so
long as we (1) have a public float (i.e., the market value of common equity held by non-affiliates) of less than
$75 million as of the last business day of our most recently completed second fiscal quarter, or (2) have a public
float of zero and annual revenues of less than $50 million during our most recently completed fiscal year.
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Corporate Organization

Our business was organized in February 2006. As a parent holding company, GWG Holdings was
incorporated on March 19, 2008 as a limited liability company. Our principal executive offices are located at
220 South Sixth Street, Suite 1200, Minneapolis, Minnesota 55402 and our telephone number is (612)
746-1944. Our website address is www.gwglife.com. The information on or accessible through our website
is not part of this prospectus.

On June 10, 2011, GWG Holdings converted from a Delaware limited liability company to a Delaware
corporation through the filing of statutory articles of conversion. In connection with the conversion, each
class of limited liability company membership interests in GWG Holdings, LLC was converted into shares
of common stock of GWG Holdings, Inc. Our corporate structure, including our principal subsidiaries, is as
follows:

GWG Life Settlements, LLC (Delaware limited liability company), or GWG Life, is a licensed life/viatical
settlement provider. GWG Life has fully and unconditionally guaranteed payment of our debentures offered
by this prospectus. GWG DLP Funding II, LLC (Delaware limited liability company), or DLP Funding II, is
a wholly owned special purpose subsidiary owning life insurance policies and is the borrower under the
revolving line of credit from Autobahn/DZ Bank. The life insurance policy assets owned by DLP Funding II
are held in the GWG DLP Master Trust II. The trust exists solely to hold the collateral security granted to
Autobahn/DZ Bank under the revolving line of credit, and DLP Funding II is the beneficiary under the trust.
Wells Fargo Bank, National Association, serves as the trustee of this trust. Neither DLP Funding II nor
Master Trust II have guaranteed the debentures offered hereby. Further, none of the assets of DLP Funding II
nor Master Trust II are collateral for the debentures, although GWG Life has pledged the equity in DLP
Funding II as collateral.

15
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The Offering

Issuer GWG Holdings, Inc.

Indenture Trustee Bank of Utah

Paying Agent GWG Holdings, Inc.

Securities Offered We are offering up to $250,000,000 in principal amount of our
Renewable Secured Debentures, or the “debentures.” The debentures
are being sold on a continuous basis.

Method of Purchase Prior to your purchase of debentures, you will be required to
complete a Subscription Agreement setting forth the principal
amount of your purchase, the term of the debentures, the interest
payment frequency and certain other information regarding your
ownership of the debentures, and tender the purchase price for the
debentures. The form of Subscription Agreement is filed as an
exhibit to the registration statement of which this prospectus is a
part. We will mail you written confirmation that your subscription
has been accepted. For more information, see “Plan of Distribution.”

Denomination The minimum purchase of debentures is $25,000 in principal
amount. Additional debentures in excess of $25,000 may be
purchased in increments of $1,000.

Offering Price 100% of the principal of the debenture.

Limited Rescission Right If your Subscription Agreement is accepted at a time when we
have determined that a post-effective amendment to the
registration statement of which this prospectus is a part must be
filed with the SEC, but such post-effective amendment has not yet
been declared effective, you will have a limited time within which
to rescind your investment subject to the conditions set forth in this
prospectus. See “Description of the Debentures—Limited Rescission
Right” for additional information.

Maturity You may generally choose maturities for your debentures of 6
months or 1, 2, 3, 4, 5 or 7 years. Nevertheless, depending on our
capital requirements, we may not offer and sell debentures of all
maturities at all times during this offering.

Interest Rates The interest rate of the debentures will be established at the time of
your purchase, or at the time of renewal, based upon the rates we
are offering in this prospectus or our latest interest rate supplement
to this prospectus (i.e., any prospectus supplement containing
interest rate information for debentures of different maturities),
and will remain fixed throughout the term of the debenture. We
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may offer higher rates of interest to investors with larger aggregate
debenture portfolios, as set forth in the then-current interest rate
supplement.
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Interest Payments We will pay interest on the debentures based on the terms you choose, which may
be monthly or annually. Interest will accrue from the effective date of the
debenture. Interest payments will generally be made on the 15th day immediately
following the last day of the month to the debenture holder of record as of the last
day of that month. Interest will be paid without any compounding. Your first
payment of interest will include interest for the partial month in which the purchase
occurred.

Principal Payments The maturity date for the debentures will be the last day of the month during which
the debenture matures. We are obligated to pay the principal on the debenture on
the 15th day of the month next following its maturity (or the first business day
following such date).

Payment Method Principal and interest payments will be made by direct deposit to the account you
designate in your Subscription Agreement.

Renewal or Redemption
at Maturity

Upon maturity, the debentures will be automatically renewed for the same term at
the interest rate we are offering at that time to other investors with similar aggregate
debenture portfolios for debentures of the same maturity, unless repaid upon
maturity at our or your election. In this regard, we will notify you at least 30 days
prior to the maturity date of your debentures. In the notice, we will advise you if we
intend to repay the debentures or else remind you that your debentures will be
automatically renewed unless you exercise your option, within 15 days, to elect to
have your debentures repaid. If applicable, a new certificate will be issued.

If we determine that a post-effective amendment to the registration statement
covering the offer and sale of debentures must be filed during your 15-day
repayment election period, we will extend your election period until ten days
following the postmark date of our notice to you that the amendment has become
effective. For any debentures offered hereby that mature after January 31, 2014, we
expect that the renewal of such debentures will require us to file a new registration
statement. In such a case, the new registration statement must be declared effective
before we will be able to renew your debenture. In this event, if the new registration
statement has not yet been filed or become effective, we will extend your election
period until ten days following the date of our notice to you that the new
registration statement has become effective, which notice will include a new
prospectus.

If debentures with similar terms are not being offered at the time of renewal, the
interest rate upon renewal will be (a) the rate specified by us in writing on or before
the maturity date or (b) if no such rate is specified, the rate of your existing
debentures. Accordingly, you should understand that the interest rate offered upon
renewal may differ from the interest rate applicable to your debentures prior to
maturity. See “Description of the Debentures—Renewal or Redemption on Maturity.”

17

Edgar Filing: GWG Holdings, Inc. - Form POS AM

28



Edgar Filing: GWG Holdings, Inc. - Form POS AM

29



Call and
Redemption Prior to
Maturity

We may call and redeem the entire outstanding principal balance and accrued but unpaid
interest of any or all of the debentures at any time without penalty or premium. Debenture
holders will have no right to require us to redeem any debenture prior to maturity unless
the request is due to death, bankruptcy or total disability. In our sole discretion, we may
nonetheless accommodate requests to redeem any debenture prior to maturity. If we agree
to redeem a debenture upon the request of a debenture holder, we will impose a
redemption fee of 6% against the outstanding principal balance of the debenture
redeemed, which fee will be subtracted from the amount paid.

Ranking The renewable secured debentures will constitute secured debt of GWG Holdings. The
payment of principal and interest on the debentures will be:

● pari passu with respect to payment and collateral securing
the approximately $37.5 million in outstanding principal
amount of Series I subsidiary secured notes previously
issued by our subsidiary GWG Life (see the caption
“—Collateral Security” below);

● structurally junior to the present and future obligations owed
by our subsidiary DLP Funding II under the revolving credit
facility with Autobahn/DZ Bank (including the
approximately $79 million presently outstanding under such
facility); and

● structurally junior to the present and future claims of other
creditors of our subsidiaries, other than GWG Life, including
trade creditors.

“Pari passu” means that claims for payment and entitlement to security among the holders of
debentures, on the one hand, and secured debt previously issued by GWG Life, on the
other hand, will be treated equally and without preference. Although we have no present
intention of causing GWG Life to issue additional secured debt in the future, any such
debt issued on a pari passu basis in the future would also be treated equally and without
preference in respect of the debentures. Thus, in the event of any default on the debentures
(or any other debt securities pari passu with the debentures) resulting in claims for
payment or collateral security, the holders of the debentures and all such other debt
securities pari passu with the debentures would share in payment or collateral security in
proportion to the amount of principal and interest owed on each such debt instrument. See
“Description of the Debentures—Ranking” for further information.

Guarantee The payment of principal and interest on the debentures is fully and unconditionally
guaranteed by GWG Life. This guarantee (and accompanying grant of a security interest
in all of the assets of GWG Life) makes the debentures pari passu, with respect to
collateral, with the approximately $37.5 million in outstanding principal amount of Series
I subsidiary secured notes previously issued by GWG Life.

Collateral Security The debentures are secured by the assets of GWG Holdings, Inc. We will grant a security
interest in all of our assets to the indenture trustee for the benefit of the debenture holders.
Our assets consist primarily of our investments in our subsidiaries and any cash proceeds
we receive from life insurance policy assets of our subsidiaries, and all other cash and
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investments we hold in various accounts.

The majority of our life insurance policy assets are held in our subsidiary DLP Funding II,
LLC. The debentures’ security interest will be structurally subordinate to the security
interest in favor of the lender under DLP Funding II’s revolving credit facility. The assets
of GWG Life, including proceeds it receives as distributions from DLP Funding II and
derived from the insurance policies owned by DLP Funding II, are collateral for GWG
Life’s guarantee of the repayment of principal and interest on the debentures. This security
interest will be pari passu to other debt issued and outstanding by GWG Life. The
debentures are also secured by a pledge of a majority of our outstanding common stock
from our largest stockholders, which pledge is pari passu with the pledge of the common
stock to the holders of  Series I subsidiary secured notes earlier issued by GWG Life. For
a description of the meaning of the term “pari passu,” please refer to the caption “Ranking”
above.
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Indenture CovenantsThe indenture governing the debentures places restrictive covenants and affirmative
obligations on us. For example:

● our debt coverage ratio may not exceed 90%; and
● our subordination ratio may not exceed 50% for the first

four years after our initial sale of debentures.

The indenture defines the debt coverage ratio as a percentage calculated by the ratio of
(A) obligations owing by us and our subsidiaries on all outstanding debt for borrowed
money (including the debentures), over (B) the net present asset value of all life insurance
policy assets we own, directly or indirectly, plus any cash held in our accounts. For this
purpose, the net present asset value of our life insurance assets is equal to the present
value of the cash flows derived from the face value of policy benefit assets we own,
discounted at a rate equal to the weighted-average cost of capital for all our indebtedness
for the prior month.

The indenture defines the subordination ratio as a percentage calculated as a ratio of (A)
the principal amount owing by us or any of our subsidiaries that is either senior in rank to
the debentures or secured by the life insurance policy assets owned by us or our
subsidiaries, over (B) the net present asset value of all life insurance policy assets we own,
directly or indirectly, plus any cash held in our accounts. For this purpose, the net present
asset value of our life insurance assets is equal to the present value of the cash flows
derived from the face value of policy benefit assets we own, discounted at a rate equal to
the weighted-average cost of capital for all our indebtedness for the prior month.

We are required to notify the indenture trustee in the event that we violate one of these
restrictive covenants. An “event of default” will exist under the indenture if a violation of
these covenants persists for a period of 30 calendar days after our initial notice to the
trustee.

The indenture also places limitations on our ability to engage in a merger or sale of all of
our assets. See “Description of the Indentures—Events of Default” and “—Consolidation Mergers
or Sales” for more information.
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Use of Proceeds If all the debentures are sold, we would expect to receive up to approximately $230
million of net proceeds from this offering after paying estimated offering and
related expenses and after paying our estimated average selling commissions, dealer
manager fees, accountable and non-accountable expense allowances, wholesale
commissions and our offering expenses. If the maximum offering were sold and the
maximum commissions, fees and allowances were paid, the proceeds to us would
be approximately $228.5 million. There is no minimum amount of debentures that
must be sold before we access investor funds. The exact amount of proceeds we
receive may vary considerably depending on a variety of factors, including how
long the debentures are offered.

We intend to use a substantial majority of the net proceeds from this offering to
purchase life insurance policies in the secondary market. We intend to use the
remaining balance of the net proceeds from this offering for certain other
expenditures we anticipate incurring in connection with this offering and in
connection with our business. See “Use of Proceeds” for additional information.

No Market for
Debentures and
Restrictions on
Transfers

There is no existing market for the debentures and we do not anticipate that a
secondary market for the debentures will develop. We do not intend to apply for
listing of the debentures on any securities exchange or for quotation of the
debentures in any automated dealer quotation system. You will be able to transfer
or pledge the debentures only with our prior written consent. See “Description of the
Debentures—Transfers.”

Book Entry The debentures will generally be issued in book entry or uncertificated form only
and will not be evidenced by certificates or negotiable instruments. Exceptions will
be made for debentures purchased through, held in, or transferred to accounts at
custodial firms, and for certain other circumstances. See “Description of the
Debentures—Book Entry Registration and Exchange.

Risk Factors An investment in the debentures involves significant risks, including the risk of
losing your entire investment, and may be considered speculative. Importantly, our
cash flows are restricted under our borrowing arrangement with our senior secured
lender. In sum, and subject to certain exceptions, distributions from our operating
subsidiaries are limited to an amount that would result in us realizing an 18%
annualized rate of return on the equity funded amount attributable to our life
insurance policy assets. These provisions will restrict cash flows available for
payment of principal and interest on the debentures. For a summary of risks relating
to this offering and our Company and business, please see “Risk Factors,” page 22.
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RISK RELATING TO FORWARD-LOOKING STATEMENTS

Certain matters discussed in this prospectus are forward-looking statements.  We have based these forward-looking
statements on our current expectations and projections about future events.  Nevertheless, 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 this prospectus and the following:

● changes in the secondary market for life insurance;

● our limited operating history;

● the valuation of assets reflected on our financial statements;

● the reliability of assumptions underlying our actuarial models;

● our reliance on continued access to debt financing;

● the effect of an ongoing FINRA investigation into the selling
practices of members of our selling group;

● risks relating to the validity and enforceability of the life
insurance policies we purchase;

● our reliance on information provided and obtained by third
parties;

● federal and state regulatory matters;

● additional expenses, not reflected in our operating history,
related to being a public reporting company;

● competition in the secondary life insurance market;

● the relative illiquidity of life insurance policies;

● life insurance company credit exposure;

● economic outlook;

● performance of our investments in life insurance policies;

● financing requirements;

● litigation risks; and

● restrictive covenants contained in borrowing agreements.
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Some of the statements in this prospectus that are not historical facts are “forward-looking” statements. 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 these expressions or
other variations, or by discussions of strategy that involve risks and uncertainties. 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 will prove to be accurate. Some of the risks, uncertainties and
assumptions are identified in the discussion entitled “Risk Factors” in this prospectus. We caution you that the
forward-looking statements in this prospectus are only estimates and predictions. Actual results 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.

Although federal securities laws provide a safe harbor for forward-looking statements made by a public company that
files reports under the federal securities laws, this safe harbor is not available to certain issuers, including issuers that
do not have their equity traded on a recognized national exchange or the Nasdaq Capital Market. Our common stock
does not trade on any recognized national exchange or the Nasdaq Capital Market. As a result, we will not have the
benefit of this safe harbor protection in the event of any legal action based upon a claim that the material provided by
us contained a material misstatement of fact or was misleading in any material respect because of our failure to
include any statements necessary to make the statements not misleading.
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RISK FACTORS

An investment in the debentures involves a high degree of risk. Before purchasing debentures, you should carefully
consider the following risk factors in conjunction with the other information contained in this prospectus. The risks
discussed in this prospectus can materially harm our operations, operating results, financial condition or future results.
If any of these risks materialize or occur, the value of our debentures could decline and could cause you to lose part or
all of your investment. You should review the risks of this investment with your legal and financial advisors prior to
purchasing debentures.

Risks Related to Our Company and Our Industry

Material changes in the life insurance secondary market, a relatively new and evolving market, may adversely affect
our operating results, business prospects and our ability to repay our obligations under the debentures.

Our sole business is the purchase and ownership of life insurance policies acquired in the secondary market, which is
a relatively new and evolving market. The success of our business and our ability to repay the principal and interest on
our obligations, including our debentures, materially depends on the continued development of the secondary market
for life insurance, including the solvency of life insurance companies to pay the face value of the life insurance
benefits, both of which will critically impact the performance of the life insurance policy assets we own. We expect
that the development of the secondary market will primarily be impacted by a variety of factors such as the
interpretation of existing laws and regulations (including laws relating to insurable interests), the passage of new
legislation and regulations, mortality improvement rates, and actuarial understandings and methodologies.
Importantly, all of the factors that we believe will most significantly affect the development of the life insurance
secondary market are beyond our control. Any material and adverse development in the life insurance secondary
market could adversely affect our operating results, our access to capital, our business prospects and viability, and our
ability to repay our various obligations, including our debentures. Because of this, an investment in the debentures
generally involves greater risk as compared to investments offered by companies with more diversified business
operations in more established markets.

We have a relatively limited history of operations and our earnings and cash flows may be volatile, resulting in future
losses and uncertainty about our ability to service and repay our debt when and as it comes due.

We are a company with a limited history, which makes it difficult to accurately forecast our earnings and cash flows.
During the year ended December 31, 2012, we incurred a net loss of $(1,013,000), and in the year ended December
31, 2011, we incurred a net loss of $(2,827,000). Our net income for the three-month period ended March 31, 2013
was $67,134. Our common equity (deficit) as of December 31, 2012 and December 31, 2011 was $(1,262,000) and
$949,000, respectively, and our common equity (deficit) as of March 31, 2013 was $(1,452,418). The carrying value
of our Series A preferred stock as of December 31, 2012 and December 31, 2011 was $23,906,000 and $12,661,000,
respectively.  The carrying value of our Series A preferred stock as of March 31, 2013 was $24,061,000.  Our lack of
a significant history and the evolving nature of our market make it likely that there are risks inherent in our business
and the performance characteristics for portfolios of life insurance policies that are as yet recognized by us or others,
or not fully appreciated, and that could result in earning less on our life insurance policies than we anticipate or even
suffering further losses. As a result of the foregoing, an investment in the debentures necessarily involves uncertainty
about the stability of our earnings, cash flows and, ultimately, our ability to service and repay our debt.  Accordingly,
there is a risk that you could lose your entire investment.

The valuation of our principal assets on our balance sheet requires us to make material assumptions that may
ultimately prove to be incorrect. In such an event, we could suffer significant losses that could materially and
adversely affect our results of operations and eventually cause us to be in default of restrictive covenants contained in
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our borrowing agreements.

Our principal asset is a portfolio of life insurance policies purchased in the secondary market, comprising
approximately 80.1% of our total assets. Those assets are considered “Level 3” fair value measurements under ASC 820,
Fair Value Measurements and Disclosures, as there is currently no active market where we are able to observe quoted
prices for identical assets. As a result, our valuation of those assets incorporates significant inputs that are not
observable. Fair value is defined as an exit price representing the amount that would be received if assets were sold or
that would be paid to transfer a liability in an orderly transaction between market participants at the measurement date.
As such, fair value is a market-based measurement that should be determined based on assumptions that market
participants would use in pricing an asset or liability.
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A Level 3 fair value measurement is inherently uncertain and creates additional volatility in our financial statements
that are not necessarily related to the performance of the underlying assets. As of December 31, 2012, we estimate the
fair value discount rate for our portfolio to be 12.08%. If we determine in the future that a higher discount rate is
required to ascribe fair value to a similarly situated portfolio of life insurance policies, we would experience
significant losses materially affecting our results of operations. It is also possible that significant losses of this nature
could at some point cause us to fall out of compliance with certain borrowing covenants contained in our revolving
credit facility.

In an effort to present results of operations not subject to this volatility, we intend to provide additional non-GAAP
financial disclosures, on a consistent basis, presenting the actuarial economic gain we expect to be occurring within
the portfolio of life insurance policies at the expected internal rate of return against the costs we incur over the same
period. We report these very same non-GAAP financial measures to the lender under our revolving credit facility
pursuant to financial covenants in the related borrowing documents. Nevertheless, our reported GAAP earnings may
in the future be volatile for reasons that do not bear an immediate relationship to the cash flows we experience.

For further disclosure relating to the risks associated with the valuation of our assets, see the risk factor below “If
actuarial assumptions we obtain from third-party providers . . . .” on page 27.

Our expected results from our life insurance portfolio may not match actual results, which could adversely affect our
ability to service and grow our portfolio for diversification, and to service our debt.

Our business model relies on achieving actual results that are in line with the results we expect to attain from our
investments in life insurance policy assets. In this regard, we believe that the larger portfolio we own, the greater
likelihood we will achieve our expected results. To our knowledge, rating agencies generally suggest that portfolios of
life insurance policies be diversified enough to achieve actuarial stability in receiving expected cash flows from
underlying mortality. For instance, in a study published in 2009, A.M. Best concluded that at least 300 lives are
necessary to achieve actuarial stability, while Standard & Poor’s has indicated that stability is unlikely to be achieved
with a pool of less than 1,000 lives. As of March 31, 2013, we own approximately $639.8 million in face value of life
insurance policies covering 235 lives. Accordingly, while there is risk with any portfolio of policies that our actual
yield may be less than expected, we believe that the risk we face is presently more significant given the relative lack
of diversification in our current portfolio as compared to rating agency recommendations.

Although we plan to expand the number of life insurance policies we own using proceeds raised from the sale of
debentures, we may be unable to meet this goal if we do not sell enough debentures and financing from other capital
sources is available only on unfavorable or unacceptable terms. In this regard, we have become aware that FINRA is
investigating the sales practices of members of our selling group, and this investigation may impede our ability to
grow our portfolio as we have planned (see the risk factor immediately below, “We critically rely on debt financing . . .
.,” for more information). Furthermore, even if our portfolio reaches the size we desire, we still may experience
differences between the actuarial models we use and actual mortalities.

Differences between our expectations and actuarial models and actual mortality results could have a materially
adverse effect on our operating results and cash flow. In such a case, we may face liquidity problems, including
difficulties servicing our remaining portfolio of policies and servicing our outstanding debt obligations owed under
our revolving credit facility, our Series I subsidiary secured notes, debentures and redemptions of Series A preferred
stock. Continued or material failures to meet our expected results could decrease the attractiveness of our debentures
or other securities in the eyes of potential investors, making it even more difficult to obtain capital needed to both
service our portfolio, grow the portfolio to obtain desired diversification, and service our existing debt.
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We critically rely on debt financing for our business. Any inability to borrow could adversely affect our business
operations, our ability to satisfy our obligations under the debentures, and ultimately our viability.

To date, we have chosen to finance our business almost entirely through the issuance of debt, including debt incurred
by our subsidiary DLP Funding II under a senior revolving credit facility provided by Autobahn/DZ Bank (which we
refer to throughout this prospectus as our “revolving credit facility”). This revolving credit facility is secured by all of
the assets of DLP Funding II, has a maximum amount of $100 million, and had an outstanding balance at March 31,
2013 of approximately $79 million. Obligations under the revolving credit facility have a scheduled maturity date of
December 31, 2014. Our other important source of financing is presently this offering of debentures.  Together, our
revolving credit facility and this debenture offering comprise our most important sources of financing on which we
critically rely to grow and maintain our portfolio of life insurance policies.
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Our business model expects that we will have continued access to financing in order to purchase a large and
diversified portfolio of life insurance policies and pay the attendant premiums and costs of maintaining the portfolio,
all while satisfying our current interest and principal repayment obligations under our revolving credit facility, our
other indebtedness and the debentures. We expect to refinance our revolving credit facility, either through renewal or
replacement, when it comes due December 31, 2014. Pending the due date or refinancing of our revolving credit
facility, we expect that proceeds from our life insurance policies will first be used to satisfy our obligations under that
facility, as required by the revolving loan agreement. Accordingly, until we achieve cash flows derived from the
portfolio of life insurance policy benefits, we expect to rely on debt to satisfy our ongoing financing and liquidity
needs, including the costs associated with the ongoing offer and sale of the debentures. Nevertheless, continued access
to financing and liquidity under the revolving credit facility or otherwise is not guaranteed. For example, general
economic conditions could limit our access to financing, as could regulatory or legal pressures exerted on us, our
financiers or those involved in our general plan of financing such as brokers, dealers and registered investment
advisors. Recently, there has been an increased regulatory focus on the sale of alternative-asset investment products
offering investors the opportunity to earn higher yields than otherwise available in traditional stocks and bonds—i.e.,
securities such as our debentures.  In this regard, we have become aware that FINRA is investigating the sales
practices of our selling group members.  At this time, we do not believe that any significant selling group members
have committed material violations of FINRA rules in their efforts to sell our debentures.  Nevertheless, we are
concerned about the manner in which FINRA has conducted its investigation and the possibility that the investigation
could have a negative effect on our debenture offering by slowing sales of our debentures.  Any such negative effect
will likely impede our ability to grow our portfolio and thereby obtain greater actuarial stability, and could impact our
ability to finance our current interest and principal repayment obligations under our revolving credit facility, our other
indebtedness and the debentures. 

If we are unable to borrow under the revolving credit facility or otherwise (including, without limitation, obtaining
financing from this offering) for any reason, or to renew or replace the revolving credit facility when it comes due in
December 2014, our business would be adversely impacted as well as our ability to service and repay our obligations.

Our investments in life insurance policies have inherent risks, including fraud and legal challenges to the validity of
the policies, which we will be unable to eliminate and which may adversely affect our results of operations.

When we purchase a life insurance policy, we underwrite the purchase of the policy to mitigate risks associated with
insurance fraud and other legal challenges to the validity of the life insurance policy. To the extent that the insured is
not aware of the existence of the policy, the insured him or herself does not exist, or the insurance company does not
recognize the policy, the insurance company may cancel or rescind the policy thereby causing the loss of an
investment in a policy. In addition, if medical records have been altered in such a way as to shorten a related life
expectancy report, this may cause us to overpay for the related policy. Finally, we may experience legal challenges
from insurance companies claiming that the insured failed to have an insurable interest at the time the policy was
originally purchased or that the policy owner made fraudulent disclosures to the insurer at the time the policy was
purchased (e.g., disclosures pertaining to the health status of the insured or the existence or sources of premium
financing), or challenges from the beneficiaries of an insurance policy claiming the sale was invalid upon mortality of
the insured.

To mitigate these risks, we require a current verification of coverage from the insurance company, complete thorough
due diligence on the insured and accompanying medical records, review the life insurance policy application, require a
policy to have been in force for at least two years before purchasing, and require a legal review of any premium
financing associated with the life insurance policy to insure insurable interest existed. Nevertheless, we do not expect
that these steps will eliminate the risk of fraud or legal challenges to the life insurance policies we purchase.
Furthermore, changes in laws or regulations, or the interpretation of existing laws or regulations, may prove our
current due-diligence and risk-mitigation efforts inadequate for us to have confidence that our portfolio of life
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insurance policies are unlikely to be successfully challenged or to purchase new policies with such confidence. If a
significant face amount of policies were invalidated for reasons of fraud or any other reason, our results of operations
would be adversely affected, perhaps materially.

Every acquisition of a life insurance policy necessarily requires us to materially rely on information provided or
obtained by third parties.  Any misinformation or negligence in the course of obtaining material information could
materially and adversely affect the value of the policies we own.

The acquisition of each life insurance policy is negotiated based on variables that are particular facts unique to the life
insurance policy itself and the health of the insured. The facts we obtain about the policies and the insured at the time
at which the policy was applied for and obtained are based on factual representations made to the insurance company
by the insured, and the facts the insurance company independently obtains in the course of its own due-diligence
examination, such as facts concerning the health of the insured and whether or not there is an insurable interest present
at the inception of each policy was issued. Any misinformation or negligence in the course of obtaining or supplying
material information relating to the insurance policy or the insured could ultimately materially and adversely impact
the value of the life insurance policies we own.
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Our business is subject to state regulation and changes in state laws and regulations governing our business, or
changes in the interpretation of such laws and regulations, could negatively affect our business.

When we purchase a life insurance policy, we are subject to state insurance regulations. Over the past three years, we
have seen a dramatic increase in the number of states that have adopted legislation and regulations from a model law
promulgated by either the National Association of Insurance Commissioners (NAIC) or by the National Conference of
Insurance Legislators (NCOIL). These laws are essentially consumer protection statutes responding to abuses that
arose early in the development of our industry. Today, almost every state has adopted some version of either the
NAIC or NCOIL model laws, which generally require the licensing of purchasers of and brokers for life insurance
policies, the filing and approval of purchase agreements, and disclosure of transaction fees. These laws also require
various periodic reporting requirements and prohibit certain business practices deemed to be abusive.

State statutes typically provide state regulatory agencies with significant powers to interpret, administer and enforce
the laws relating to the purchase of life insurance policies. Under statutory authority, state regulators have broad
discretionary power and may impose new licensing requirements, interpret or enforce existing regulatory requirements
in different ways or issue new administrative rules, even if not contained in state statutes. State regulators may also
impose rules that are generally adverse to our industry. Because the life insurance secondary market is relatively new
and because of the history of certain abuses in the industry, we believe it is likely that state regulation will increase
and grow more complex during the foreseeable future. We cannot, however, predict what any new regulation would
specifically involve.

As discussed in “Business—Government Regulation,” in 2007, the Florida Department of Insurance issued an order for us
to desist and refrain from further operating as a life settlement provider unless and until qualification had been made
under the Florida law, or unless exempt. In April 2009, without admitting any wrongdoing, we settled the matter with
the Florida Department of Insurance. Furthermore, in April 2011, without denying any wrongdoing, we entered into a
settlement agreement with the Nevada Secretary of State, Securities Division, for alleged failures to register as a
broker-dealer of life insurance settlement transactions and to file a notice of exempt offering for the sale of Series I
subsidiary secured notes to residents of that state in 2009-2010.

Any adverse change in present laws or regulations, or their interpretation, in one or more states in which we operate
(or an aggregation of states in which we conduct a significant amount of business) could result in our curtailment or
termination of operations in such jurisdictions, or cause us to modify our operations in a way that adversely affects our
profitability. Any such action could have a corresponding material and negative impact on our results of operations
and financial condition, primarily through a material decrease in revenues, and could also negatively affect our general
business prospects.

If federal or state regulators or courts conclude that the purchase of life insurance in the secondary market constitutes,
in all cases, a transaction in securities, we could be in violation of existing covenants under our revolving credit
facility, which could result in significantly diminished access to capital. We could also face increased operational
expenses. The materialization of any of these risks could adversely affect our operating results and possibly threaten
the viability of our business.

Some states and the SEC have, on occasion, attempted to regulate the purchase of non-variable universal life
insurance policies as transactions in securities under federal or state securities laws. In July 2010, the SEC issued a
Staff Report of its Life Settlement Task Force. In that report, the Staff recommended that certain types of purchased
life insurance policies be classified as securities. The SEC has not taken any position on the Staff Report, and there is
no indication if the SEC will take or advocate for any action to implement the recommendations of the Staff Report. In
addition, there have been several federal court cases in which transactions involving the purchase and fractionalization
of life insurance contracts have been held to be transactions in securities under the federal Securities Act of 1933. We
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believe that the matters discussed in the Staff Report, and existing case law, do not impact our current business model
since our purchases of life settlements are distinguishable from those cases that have been held by courts, and
advocated by the Staff Report, to be transactions in securities. For example, neither we nor any of our affiliates are
involved in the fractionalization of any life insurance policies.

With respect to state securities laws, almost all states currently treat the sale of a life insurance policy as a securities
transaction under state laws, although some states exclude from the definition of security the original sale from the
insured or the policy owner to the life settlement provider. To date, due to the manner in which we conduct and
structure our activities and the availability, in certain instances, of exceptions and exemptions under securities laws,
such laws have not adversely impacted our business model.
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As a practical matter, the application of federal securities laws to our purchases of life insurance policies, either
through the expansion of the definition of what constitutes a security, the expansion of the types of transactions in life
insurance policies that would constitute transactions in securities, or the elimination or limitation of available
exemptions and exceptions (whether by statutory change, regulatory change, or administrative or court interpretation)
could burden us and other companies operating in the life insurance secondary market through the imposition of
additional processes in the purchase of life insurance policies or the imposition of additional corporate governance and
operational requirements through the application of the federal Investment Company Act of 1940. Any such burdens
could be material. Among the particular repercussions for us would be a violation of existing covenants under our
revolving credit facility requiring us to not be an “investment company” under the Investment Company Act of 1940,
which could in the short or long term affect our liquidity and increase our cost of capital and operational expenses, all
of which would adversely affect our operating results. It is possible that such an outcome could threaten the viability
of our business and our ability to satisfy our obligations as they come due, including obligations under our debentures.

Being a public company results in additional expenses and diverts management’s attention, and could also adversely
affect our ability to attract and retain qualified directors.

We have been a public reporting company since January 31, 2012, which is the date on which our registration
statement on Form S-1 (relating to the offer and sale of the debentures offered hereby) was declared effective by the
SEC. As a public reporting company, we are subject to the reporting requirements of the Securities Exchange Act of
1934 pursuant to Section 15(d) of that Act. These requirements generate significant accounting, legal and financial
compliance costs, and make some activities more difficult, time consuming or costly, and may place significant strain
on our personnel and resources. The Securities Exchange Act of 1934 requires, among other things, that we maintain
effective disclosure controls and procedures and internal control over financial reporting. In order to establish the
requisite disclosure controls and procedures and internal control over financial reporting, significant resources and
management oversight are required.

As a result, management’s attention may be diverted from other business concerns, which could have an adverse and
even material effect on our business, financial condition and results of operations. These rules and regulations may
also make it more difficult and expensive for us to obtain director and officer liability insurance. If we are unable to
obtain appropriate director and officer insurance, our ability to recruit and retain qualified officers and directors,
especially those directors who may be deemed independent, could be adversely impacted.

Our business and prospects may be adversely affected by changes, lack of growth or increased competition in the life
insurance secondary market.

The growth of the life insurance policy secondary market and our expansion within the market may be negatively
affected by a variety of factors beyond our ultimate control, including:

● the inability to locate sufficient numbers of life insurance policy sellers and agents to source life sellers;

● the inability to convince life insurance policy owners of the benefits of selling their life insurance policy;

● competition from other companies in the life insurance secondary market;

● negative publicity about the market based on actual or perceived abuses; and

● the adoption of additional governmental regulation.
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The relatively new and evolving nature of the market in which we operate makes these risks unique and difficult to
quantify. Nevertheless, contractions in the secondary market for life insurance policies, whether resulting from general
economic conditions, regulatory or legal pressures or otherwise, could make participation in that market generally less
desirable.  This could, in turn, depress the prices at which life insurance policies on the secondary market are bought
and sold.  As indicated elsewhere in this prospectus, decreases in the value of life insurance policies on the secondary
market could negatively affect our results of operations and our financial condition since the value of our policy
portfolio is marked to market on a quarterly basis.

26

Edgar Filing: GWG Holdings, Inc. - Form POS AM

45



Changes in general economic conditions could adversely impact our business.

Changes in general economic conditions, including, for example, interest rates, investor sentiment, changes
specifically affecting insurance industry, competition, technological developments, political and diplomatic events, tax
laws, and other factors not known to us today, can substantially and adversely affect our business and prospects. For
example, changes in interest rates may increase our cost of capital and ability to raise capital, and have a
corresponding adverse impact on our operating results. While we may engage in certain hedging activities to mitigate
the impact of these changes, none of these conditions are or will be within our control.

If actuarial assumptions we obtain from third-party providers and rely on to model our expected returns on our
investments in life insurance policies changes, our operating results and cash flow could be adversely affected, as well
as the value of our collateral and our ability to service our debt obligations, including obligations owed to the holders
of debentures.

The internal rate of return we expect to earn when purchasing a life insurance policy is based upon our estimate of
how long the insured will live—an actuarial life expectancy. We obtain actuarial life expectancies from third-party
medical actuarial underwriting companies. These actuarial life expectancies are subject to interpretation and change
based on evolving medical technology, actuarial data and analytical techniques. Any change to the actuarial
expectancies or the mortality assumptions accompanied therewith that extend the estimated life expectancies of
insureds within our porfolio could have a materially adverse effect on our operating results and cash flow. Adverse
impacts on the value of our life insurance policy portfolio or our cash flow could in turn impair the value of the
collateral we have pledged to our creditors, including the holders of our debentures, and our ability to service our debt.

On January 22, 2013, 21st Services, an independent provider of life expectancy analysis and related services for the
life settlement industry in general, announced advancements in its underwriting methodology, resulting in revised life
expectancy mortality tables for life settlement transactions.  Based on information publicly released by 21st Services,
the revised tables incorporate significantly more older‐age mortality data than earlier versions commonly used by the
life insurance industry, resulting in a far greater ability to:

●assess the magnitude of impact that hundreds of different types of health impairments have on senior mortality on a
case-by-case basis;

● apply credits and debits during the underwriting process in a manner that account for the different impacts
of the same impairments for males and females; and

●reflect the difference in mortality between insureds who have sold policies and the group of 90,000 insureds
underwritten by 21st Services, most of whom did not ultimately sell their policies in the life settlement market (such
difference is frequently referred to in the life-settlement industry as “anti-selection”).

21st Services reported that the revised mortality tables reflect an average 19% increase in the life expectancy of
insureds. Nevertheless, 21st Services representatives have advised us that generalizations could not be gleaned from
their report as the changes that were made were very granular and dependent upon the specific medical conditions of
an insured, as well as other factors. 21st Services representatives have also advised us that (i) certain medial
conditions have resulted in increased life expectancies (e.g., cardiovascular disease) and some conditions resulted in
decreased life expectancies, and (ii) the revised tables also have greater impact on the life expectancies of insureds
who are younger.

We have used 21st Services' life expectancy reports as one of two such reports we generally obtain prior to purchasing
life insurance policies on the secondary market, and we average those reports for our life expectancy estimate.  The
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life expectancy of an insured has an inverse relationship to the expected internal rate of return to be generated from
life insurance policies purchased in the secondary market. A reduced internal rate of return may reduce the value of a
life insurance policy available for purchase on the secondary market, and the value of life insurance policies we
have already purchased.
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We expect that 21st Services’ revised mortality tables will have a negative impact on the expected internal rate of
return of our portfolio.  Nevertheless, given the relative complexity of the mortality table revisions and the detailed
data upon which those revisions were based, we will have to obtain updated information on each insured, and obtain
new life expectancy reports for each of these policies, and thereupon make appropriate life expectancy adjustments to
our life insurance portfolio over the course of 2013.  Although we are presently not able to precisely quantify the
effect of the table revisions on our portfolio, we have increased all life expectancy reports provided by 21st Services
by an average of 8.67% and will record final valuations and adjustments to life expectancies as new information is
obtained.  This adjustment replaced our initial increase estimate of 7.00% as reported on February 6, 2013. The impact
of this 8.67% adjustment upon the fair value of our portfolio at December 31, 2012 was a decrease of $12.4 million.
The impact of this adjustment on our expected internal rate of return was a decrease from 14.27% to 12.84%.

In addition to actuarial life expectancies, we rely on pricing and premium forecasting software models developed by
third-party actuarial companies for the valuation of policies we purchase, future mortality revenues, and the
calculation of anticipated internal rates of return. These pricing models forecast the estimated future premiums due, as
well as the future mortalities based on the survival probabilities of the insureds over their life expectancies. It is
possible that the actuarial tables we presently use will again change in the future or that the mortality assumptions will
fail substantially to meet actuarial estimates, and that any such failure could have a materially adverse effect on our
business.

We rely on estimated rates of mortality for the actuarial assumptions we use when valuing life insurance policies and
forecasting the performance of our portfolio, and we also rely on other estimates derived from statistical
methodologies for projecting our future cash flows, among other things. If our estimates prove to be incorrect, it could
materially and adversely affect our ability to satisfy our debt service and repayment obligations, including our
obligations under the debentures.

If we assume we will receive cash inflows from policies sooner than we actually do, we may not be able to make
payment on our debt obligations, including our debentures, in a timely manner, or at all. Moreover, a significant
discovery that results in mortality improvements among seniors, above historically predicted rates by medical
actuaries providing life expectancies, could have a material adverse effect on the life insurance policy investments.

For example, we use a modeling method for projecting cash flows known as the “probabilistic method.” This is an
actuarial method that uses a mortality curve to project the likely flow of policy benefits to us, and attempts to reflect
the probability that each premium must be paid. Using this method, we have in fact experienced fewer cash flows
from policy benefits than projected in the early stages of ownership of our current life insurance policy portfolio. We
had expected to receive approximately $35.2 million in cumulative policy benefits as of December 31, 2012, and have
in fact received $12.0 million. This has resulted in greater than expected premium payments, increasing from an
expected $38.2 million to $39.3 million. Barring significant mortality improvements (i.e., medical advancements
relating to the medical conditions of insureds), however, the fact that actual results have differed from the expectations
derived from the probabilistic method of projecting cash flows should ordinarily result in greater cash flows later in
the portfolio’s servicing period.

We update and revise our projected future cash flows each month using the probabilistic method to reflect the actual
experience within our life insurance policy portfolio to date. We use the current future cash flow projection to
generate our expected internal rate of return on the life insurance policy portfolio we own. We would expect to change
our method of calculating our future cash flows only if leading actuarial firms no longer believed such methodology
was the most appropriate means of generating projected cash flows from a life insurance policy portfolio. Any change
to the pricing model, methodology, premium forecasting assumptions, cash flow projections, or the mortality
assumptions accompanied therewith that increase the projected cost of insurance premiums or decrease the probability
of mortality could have a material and adverse impact on our results of operations and cash flows. Ultimately, this
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could adversely affect our ability to meet our debt service and repayment obligations, including our obligations under
the debentures.
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Risks Related to This Offering and Our Company

We may not be able to raise the capital that we are seeking in his offering, and may be unable to meet our overall
business objectives of growing a larger, more statistically diverse portfolio of life insurance policies without the
proceeds from the sale of debentures.

Arque Capital serves as our underwriter in this offering on a best-efforts basis. And, although Arque Capital has
agreed to use its best efforts in the offer and sale of the debentures, there is no minimum aggregate principal amount
of Renewable Secured Debentures that we must sell prior to accessing investor funds, and we may not be able to sell
the debentures that we are seeking to sell in this offering. Consequently, the additional capital we are seeking may not
ultimately be obtained.

While we plan to continue the offering of the debentures in support of our overall business objectives of growing a
larger, more statistically diverse portfolio that is more likely to meet our actuarial cash flow projections, if we are
unable to continue the offering for any reason we may be unable to meet that goal (for more information, see the risk
factor above, “We critically rely on debt financing . . . .”). In addition, if holders of our Series I subsidiary secured notes
were to fail to renew those notes with the frequency we have historically experienced, and actual cash flows from our
portfolio of life insurance policies do not occur as our actuarial projections have forecasted, we could be forced to sell
our investments in life insurance policies in order to service or satisfy our debt-related obligations. If we are forced to
sell investments in life insurance policies, we may be unable to sell them at prices we believe are appropriate. In any
such event, our business may be materially and adversely impacted.  Accordingly, there is a risk that you could lose
your entire investment.

We depend upon cash distributions from our subsidiaries, and contractual restrictions on distributions to us or adverse
events at one of our operating subsidiaries could materially and adversely affect our ability to pay our debts, including
our obligations under the debentures, and to continue to operate our business.

GWG Holdings is a holding company. As a holding company, we conduct our operations through our operating
subsidiaries, and our only significant assets are the capital stock of our subsidiaries. Accordingly, our ability to meet
our cash obligations, including our obligations under the debentures, depends in material part upon the ability of our
subsidiaries to make cash distributions to us. The ability of our subsidiaries to make distributions to us is, and will
continue to be, restricted by certain negative covenants relating to our revolving credit facility. DLP Funding II is the
borrower under our revolving credit facility. See note 6 to our consolidated financial statements. Substantially all of
the insurance policies we own are subject to a collateral arrangement with the agent for our revolving credit lender, as
described in note 2 to the consolidated financial statements. Under this arrangement, collection and escrow accounts
are used to fund purchases and premiums of the insurance policies and to pay interest and other charges under its
revolving credit facility. The lender and its agent must authorize all disbursements from these accounts, including any
distributions to GWG Life. Distributions are limited to an amount that would result in the borrowers (us) realizing an
annualized rate of return on the equity funded amount for such assets of not more than 18%, as determined by the
agent. After such amount is reached, the credit agreement requires that excess funds be used to fund repayments or a
reserve account in certain amount, before any additional distributions may be made.

If any of the above limitations were to materially impede the flow of cash to us, such fact would materially and
adversely affect our ability to service and repay our debt, including obligations under the debentures. In addition, any
adverse event at the subsidiary level, such as a declaration of bankruptcy, liquidation or reorganization or an event of
default under our revolving credit facility, could materially and adversely affect the ability of our subsidiaries to make
cash distributions to us. Just as with a material contractual impediment to cash flow, any such subsidiary corporate
event would materially and adversely affect our ability to service and repay our debt, including obligations under the
debentures and negatively impact our ability to continue operations.
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Subordination provisions contained in the indenture will restrict the ability of the trustee or the debenture holders to
enforce their rights against us under the indenture, including the right to payment on the debentures, if a default then
exists under our senior revolving credit facility.

The debentures will be subordinate in right of payment to any claims of the senior lender under our revolving credit
facility. In this regard, subordination provisions limiting the right of debenture holders to enforce their rights are
contained in the indenture. These provisions include:

● a prohibition on challenging any enforcement action taken by a senior lender or interfering with any legal
action or suits undertaken by a senior lender against us and our affiliates;
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● a 180-day standstill period during which there may not be brought any action to enforce an event of default
against us or our affiliates unless our revolving credit facility has been repaid in full, which period may be
extended if the credit facility provider takes action during such standstill period; and

● a prohibition on filing a bankruptcy or insolvency case against us or our affiliates for at least one year plus
one day after the revolving credit facility lender has been paid in full.

Furthermore, in the event of a default, we will be prohibited from making any payment, direct or indirect (whether for
interest, principal, as a result of any redemption or repayment at maturity, on default, or otherwise), on the debentures
and any other indebtedness, and neither the holders of the debentures nor the trustee will have the right, directly or
indirectly, to sue to enforce the indenture or the debentures, if a default or event of default under any senior credit
facility has occurred and is continuing, or if any default or event of default under any senior credit facility would
result from such payment. This payment restriction will generally remain in effect unless and until: (i) the default and
event of default respecting the senior credit facility has been cured or waived or has ceased to exist; and (ii) the end of
the period commencing on the date the indenture trustee receives written notice of default from a holder of such credit
facility and ending on the earlier of the indenture trustee’s receipt of (1) a valid waiver of default from the holder of a
credit facility, or (2) a written notice from the holder of a credit facility terminating the payment blockage period.

Other provisions of the indenture permit the trustee to take action to enforce the right of debenture holders to payment
after 179 days have passed since the trustee’s receipt of notice of default from the senior lender, but in such case any
funds paid as a result of any such suit or enforcement action shall be applied toward the senior credit facility until the
facility is indefeasibly paid in full before being applied to the debentures. These subordination provisions present the
risk that, upon any default by us on obligations owed under our senior debt, the holders of the debentures will be
unable to enforce their right to payment.

If the 180-day standstill period noted above or any other limitation on the rights of the trustee or debenture holders to
assert their rights to payment of principal or interest under the indenture or debentures is ultimately determined to
conflict with provisions of the Trust Indenture Act of 1939 (most notably sections 316(b) and 317(a) of that Act), then
the trustee, as well as any holder who shall not have earlier consented to such subordination provisions, shall
(notwithstanding such provision contained in the indenture) be authorized to institute a lawsuit for the enforcement of
any payment of principal or interest after their respective due dates.

The collateral granted as security for our obligations under the debentures and Series I subsidiary secured notes may
be insufficient to repay the indebtedness upon an event of default.

Our debentures and Series I subsidiary secured notes are structurally subordinate to all obligations of our wholly
owned subsidiary DLP Funding II. Importantly in this regard, DLP Funding II owns the most of our life insurance
policies and is the borrower under the credit facility. This means that holders of the debentures and Series I subsidiary
secured notes will have a junior position to the claims of our senior credit facility provider.

Thus, debentures and Series I subsidiary secured notes are subordinate to all senior secured debt we have or may
incur, to the extent of the value of the assets securing that debt. Importantly, as the issuers of the debentures and Series
I subsidiary secured notes which have granted a general security interest in its assets as collateral security for those
obligations, GWG Holdings’ and GWG Life's most significant assets are cash and their investments in subsidiaries.
GWG Holdings’ total assets at March 31, 2013 were approximately $109.1 million, of which approximately $80.3
million was its investment in subsidiaries. While the indenture governing the debentures limits the amount of debt we
and our subsidiaries can incur (through the debt coverage ratio covenant contained in Section 6.1 of the indenture), the
indenture permits us and our subsidiaries to incur secured debt (subject to the debt coverage ratio) that may be senior
to the debentures. For more information relating to the debt coverage ratio, please refer to the risk factor below
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captioned “Because we intend to hold our life insurance policies to their maturity,” page 32.
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