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Appointment of Agent

Date Td c 7 2013
By this Deed Poll The Trust Company (PTAL) Limited (AGN 008 412 913) of c/~ Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (the Mortgagee)
Witnesses as follows:

Recitals

A Peregian Beach Pty Ltd (ACN 127 412 864) (the Company) of--

C/- Rhodes Docherty & Co, Suite 202, 164 Mona Vale Road, St lves NSW 2075;
and 10 Glenside Street, Balgowlah Heights NSW 2093
is indebted to the Mortgagee.

B The Mortgagee holds:

1. Loan Agresment dated 25 June 2012 between the Mortgagee and Peregian
Beach Pty Ltd (ACN 127 412 864) and David Richard Hawes and Glenside
Group (QLD) Pty Ltd ACN 144 620 693.

2. Mortgage given by Peregian Beach Pty Ltd (ACN 127 412 864) dated 26 June
2012 and registered with the Queensland Land Registry Office as registered dealing
number 714574188,

3. General Security Deed given by Peregian Beach Pty Lid dated 25 June 2012
(PPSR registration number 201206280067629).

C In the events which have happened the security constituted by the General Secunty Deed
and the Mortgage has become enforceable.

D By virtue of the powers in the General Security Deed and the Morigage, the Morigagee is
entitied to appaint any person or persons to be the agent of the Mortgagee t0 exerclse any
of the rights, powers and remedies exerciseable by the Mortgagee pursuant to the
General Security Deed and the Mortgage, and the Mortgagee wishes to exercise this
power.

Accordingly:

1.

The Mortgagee appoints LM Investment Management Limited (Administrators
Appointed) (ACN 077 208 461) to be the agent (the Agen) of the Mortgagee, to exergise
all rights, powers, privieges, benefits, discretions and authorities conferred on the
Mortgagee under and pursuant to the General Security Deed, the Mortgage and by law.
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Appointment of Agent

2

The Mortgagee reserves the right at any time to:

(a)
(b)

- (c)

revoke the Agent's appointment;
impose conditions or restrictions on the terms of appointment of the Agent; or

appoint an additional or a replacement agent in place of the Agent.

This appointment of the Agent shall tzke effect from the actual time it is accepted by the
Agent signing below.

Limit of Liability

41

4.2

4.3

4.4

4.5

48

4.7

The Mortgagee enters into this Deed only in its capacity as custodian of the
LM Australian Income Fund ARSN 133 497 917 (the Trust), pursuant to a custody
agreement between the Morigagee and LM Investment Management Limited
{Administrators Appointed) (ACN 077 208 461) (the Responsible Entity) dated
4 February 1999 (Custody Agreement) and in no other capacity,

A liability arising under cr in connection with this Deed Is limited to and can be
enforced against the Morigagee only to the extentto which it can be satisfied out of
property of the Trust out of which the Mortgagee is actually indemnified for the
fiability. This limitation of the Mortgagee's liability applies despite any other
provision of this Deed and extends to all liabilities and obligations of the Morigagee
in any way connected with any representation, warranty, conduct, ormission, deed
or transaction related fo this Deed.

A person other than the Mortgagee may not sue the Mortgagee personally or seek
the appointment of a liquidator, administrator, receiver or similar person to the
Mortgagee or prove in any liquidation, administration or arrangement of or affecting
the Mortgagee.

The provisions of this clause 4 do not apply to any obiigation or liability of the
Mortgagee to the extent that it is not satisfied because under the Trust's trust deed,
the Custody Agreement, or by operation of law there is a reduction in the extent of
the Mortgagee's indemnification out of the assets of that Trust, as a result of the
Mortgagee's fraud, negligence or wilful defauit. '

Despite any other provision in this Deed, if any obligation otherwise imposed upon
the Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or
beyond the scope of the Morigagee's obligation or powers under the Custody
Agreement, that obligation, o the extent of that inconsistency or to the extent that it
is beyond the scope of the Morigagee's obligations or powers under the Custody
Agreement, must be performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody
Agreement will not amount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed
upon it under this Deed is inconsistent with or beyond the scope of its obligations
and powers under the Custody Agreement is final and binding on all parties,
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Appointment of Agent

4.8 No attorney or agent appointed In accordance with this Deed or otherwise has
authority to act on behalf of the Mortgagee in a way which exposes the Mortgagee
to any personal liability and no act or omission of any such person will be
considered fraud, negligence or wilful default of the Mortgagee for the purpose of
clause 4.4.

49 The Mortgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unfess the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

410 Afailure by the Mortgagee to comply with, or a breach by the Mortgagee of any of,
its obligations under this Deed will not be considered to be fraud, negligence or
wilful default by the Mortgagee if the relevant failure or breach:

(a) arose as a result of a breach by a person other than the Mortgagee where
the performance of the action (the non-performance of which gave rise to
such breach) is a precondition to the Mortgagee performing the said
obligation; or

(b} was in accordance with a lawful court order or direction or otherwise
required by law.

411  Ali of the terms, clauses and conditions of this Deed are subject to this. clause 4.

5. This Deed may be signed in any number of counterparts with the same effect as if the
signatures to each counterpart were on the same instrument.

Signed by THE TRUST COMPANY (PTAL)
LIMITED ACN 008 412 913 as Lender,

By its attorney who states that it has had

No notice of revocation of the Power of
Attorney dated 12 July 2010 registerad in
Queensland as number 7133510298

in the presence of.

Signafure of Witness Signaturéng A
John Newby .
VICK] SEDDRAS Hazad of Propanty arigd !ﬂ! astraciure CUSthy Services
Name of Witness Name of Attorney
Page 3
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Appointment of Agent

The Agent accepts the above appointment at the time and on the date written below:

Date Accepted: =S e SeTg 4 ':I’UL.‘j &01 3
Time Accepted: 1 FW’)

Further, to the extent necessary, by executing this notice LM Investment Management Limited
ACN 077 208 461 (Administrators Appointed) in its capacity as the Responsible Entity for
LM Australian Income Fund ARSN 133 497 917 joins in the giving of this natice.

Executed by LM Investment
Management Limited ACN 077 208 461
(Administrators Appainted) in its
capacity as the Responsibie Enfity for
LM Australian Income Fund

ARSN 133-497 917 by one of its

Duly appeinted administrators in the
Presence of:

Al

Signature of Administrator

sl
Focn Zoboer ok, Richard Tork.

Nam% of Witness v 4 Name: of Administeator
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Agent's Indemnity

Date

Parties

Recitals

A

& Ju Lo 2013

The Trust Company {PTAL) Ltd (ACN 008 412 91 3) of c/- Level 4, 5 Beach Road,
Surfers Paradise in the State of Queensland (with its successors in title and assigns
called the Mortgagee); and

LM  Investment Management Limited (Administrators Appointed)
(ACN 077 208 461) of c/-Level 4, 9 Beach Road, Surfers Paradise in the State of
Queensland (the Agent).

LM Peregian Beach Pty Ltd (ACN 127 412 864) (the Company) of-

C/- Rhodes Docherty & Co, Suite 202, 164A Mona Vale Road, St lves NSW 2075
and 10 Glenside Street, Balgowlah Helights NSW 2093

indebted to the Mortgagee.

The Mortgagee holds:

1. Loan mreément. dated 25 June 2012 between the Mortgagee and Peregian
Beach Pty Ltd (ACN 127 412 864) and David Richard Hawes and Glenside
Group {QLD) Pty Ltd ACN 144 620 693,

2. Mortgage given by Peregian Beach Pty Ltd (ACN 127 412 864) dated 26
June 2012 and registered with the Queensland Land Registry Office as registered
dealing number 714574199,

3. General Security Deed given by Peregian Beach Pty Ltd dated 25 Jurie 2012
(PPSR registration number 201 206280067629).

in the events which have happened the security constituted by the General Security
Deed and the Mortgage has become enforceable.

T )
By a Deed of Appointment of Agentdated ] J ¢/t~ 7 2013 (the Deed
of Appointment), the Mortgagee has determined to appoint the Agent to be the agent
of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on condition that the
Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do s0) in the
manner provided in this Deed.
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Agent's Indemnity

IT IS AGREED as foliows:

1.

Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemnify the Agent
against liabilities for or arising out of all actions, proceedings, claims, suits and demands,
and all payments, costs and expenses (all included in the word Liabiiities) incuired by the
Agent in or arising out of the due exercise or purported exercise of any of the rights,
powers, discretions or authorities vested or purported to be vested in the Agent by virtue of
the Deed of Appointment, or otherwise incurred or to be incurred in the due course of the
conduct of the Agency, including specificaliy:

{a) all Lizbilities arising out of any defect in the General Security Deed or the Mortgage
or any invalidity or unenforceabiiity of the General Security Deed or the Mortgage
or the appointment pursuant to the Deed of Appointment:

(b} all Liabilities consequent upon any bona fide mistake, omission, oversight, error of
judgment_ or want of prudence on the part of the Agent;

(c) all Liabilities Incurred or threstened in respsct of any matter or thing done or
omitted to.be done by the Agent in exercise or purported exercise of the Agent's
rights, powers, discretiors or authorities in the Agency; and

(d) all Liabilities and obligations of any nature incurred by the Agent in the course of or
directly or indirectly resuiting from the Agency.

Exclusions from Indemnity

The indemnity in the preceding clause shall not extend to:

(a) any liability arising out of the wilful default, dishonesty or gross negligence of the
Agent or any of the Agent's agents or employees in the performance or exercise or
purported performance or exercise of the Agents rights, powers, discretions or
authorities or as a result of the Agent or the Agent's agent or employees knowingly
exceeding the scope of the Agent's rights, powers, discretions and authorities,

Expenses and Fees

The Mortgagee shall pay to the Agent all reasonable charges, costs, fees and expenses
payable to or incurred by the Agent in relation to the Agency, to the extent to which the
Agent does not apply moneys available to it as such Agent for that purpose, and the Agent
is entitled to claim a lien over the General Security Deed Property and the Mortgaged
Property in respect of all amounts referred to in this clause.

Emergency Preference Payments

Notwithstanding the provisions of the General Security Deed and the Mortgage, the
Morigagee (so far as it is competent to do so but not otherwise) authorises the Agent to
apply the whole or any part of any moneys coming into the Agent's control in the Agency in
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Agent's Indemnity

payment of claims of creditors of the Company (whether those claims have priority over the

claims of the Mortgagee or not) if, in the reasonable opinion of the Agent, itis necessary to

make such payment to protect the goodwill or other assets of the Com pany.

5. Warranties

The Agent warrants to the Mortgagee that at the time of execution of this Deed, the Agent
had not recelved any claim in respect of the liability fo which the indemnity contained in
clause 1 extends or notice of any such claim, and the Agent is not aware of any
circumstances in respect of which any such claim is threatened or apprehended.

6. Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

(a) in the event of any claim being threatened or received in respect of any liability to
which the indemnity in this Deed extends, the Agent shall immediafely notify the
- Mortgagee in writing, and shall furnish the Mortgagee with all information available

to the Agent in relation to such claim; :

{b) if so requested by the Mortgages, the Agent shall (at the expense of the
Morigagee) defend any such claim, and for that purpose shall, if required by the
Mortgagee, employ solicitors nominated by the Mortgagee and co-operate fuily with
the Mortgagee and the nominated solicitors in the conduct of such defence;

(c) other than as specified in clause 4, the Agent shali not, without the prior written
consent of the Mortgagee, compromise or settle or make any admission in regard
to any claim or liabllity to which such indemnity extends; and

{d) the Agent shall give full details to the Morigagee of all liabilities admitted or debts
paid pursuant to the discretion conferred by clause 4 within one month of the same
being admitted incurred or paid (as the case may be).

7. Limit of Liability

(a) The Morigagse enters into this Deed only in its capacity as custodian of the

LM Austraiian Income Fund ARSN 133 497 917 (the Trust), pursuantto a custody .

agreement between the Morigagee and LM Investment Management Limited
(Administrators Appointed) (ACN 077 208 461) (the Responsible Entity) dated
4 February 1999 (Custody Agreement) and in no other capacity.

b A liability arising under or in connection with this Deed is limited to and ¢an be
enforced against the Morigagee only to the extent to which it can be satisfied out of
property of the Trust out of which the Morigagee is actually indemnified for the
liability. This limitation of the Morigagee's liability applies despite any other
provision of this Deed and extends to all liabilities and obligations of the Mortgagee
in any way connected with any representation, warranty, conduct, omigsion, deed
or transaction related to this Deed.
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Agent's Indemnity

(c)

{d)

(e)

(f)

(@

(h)

(M

@

(k)

A party to this Deed other than the Mortgagee may not sue the Mortgages
personally or seek the appointment of a liquidator, administrator, receiver or similar
person to the Mortgagee or prove in any liquidation, administration or arrangement
of or affecting the Mortgagee.

The provisions of this clause 7 do not apply to any obligation or liability of the
Mortgagee to the extent that it is not satisfied because under the Trust's trust deed,
the Custody Agreement, or by operation of law there is a reduction in the extent of
the Mortgagee's indemnification out of the assets of that Trust, as a result of the
Mortgagee's fraud, negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon
the Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or
beyond the scope of the Mortgagee's obligation or powsrs under the Custody
Agresment, that obligation, to the extent of that inconsistency or to the extent that it
is beyond the scope of the Mortgagee's obligations or powers under the Custody
Agreement, must be performed by the Trust and not by the Mortgagee.

Any fallure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody
Agresment will not amount to a breach of or default under this Deed.

The Morigagee's determination as to whether an obligation otherwise imposed
upon it under this Deed is inconsistent with or beyond the scope of its obligations
and powers under the Custody Agreement is final and binding on all parties.

No aitorney or agent appointed in accordance with this Deed or otherwise has
authority to act on behalf of the Mortgagee in a way which exposes the Mortgagee
to any personal liability and no act or omission of any such person wil be
considered fraud, negiigence or wilful default of the Mortgagee for the purpose of
clause 7(d).

The Mortgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liabllity is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breach by the Mortgagee of any of,
its obligations under this Deed will not be considered to be fraud, negligence or
wilful defauit by the Mortgagee if the relevant faflure or breach:

(i} arose as a result of a breach by a person other than the Mortgagee where
the performance of the action {the non-performance of which gave rise to
such breach) is a precondition to the Mortgagee performing the said
obligation; or

{it) was in accordance with a lawful court order or direction or otherwise
required by law.

All of the terms, clauses and conditions of thls Deed are subject to this clause 7.
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Agent's Indemnity

Signed by THE TRUST COMPANY (PTAL)
LIMITED ACN 008 412 913 as Lender,

By its attorney who states that it has had

No notice of revocation of the Power of
Attorney dated 12 July 2010 registered in
Queensiand as number 713351020&

in the presence of:

= (X N

Sign'ature- of Witness Signatur;" Attorney
John Newby
Head of Praparty and infrastructure Custody Services

VICK] SKDDRAS
Name of Witness : Name of Attorney

Further, to the extent necessary, by executing this notice LM Investment Management Limited
ACN 077 208 461 (Administrators Appointed} in its capacity as the Responsible Entity for
LM Australian Income Fund ARSN 133 497 917 joins in the giving of this nofice.

Execuited by LM Investment
Management Limited ACN 077 208 461
(Administrators Appointed) in its
capacity as the Responsible Entity for
LM Australian income Fund

ARSN 133 497 917 by one of its

Duly appointed administrators in the
Presence of:

T T~
S/igré%f Wﬁ;esf / Signature of Administrator

Name c%tj Witness Name of Administrator
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Appointment of Agent

Date

Recitals

A

By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913)
of ¢/= Level 4, 9 Beach Road, Surfers Paradise in the State of Queenshand (the
Morigagee)

Witnesses as follows:

Rocola Pty Ltd (ACN 104 964 061) (the Copasny) of C/- 243 Hay Street,
Subiaco 6018 in the State of Western Australia is indebted to the Mortgagee.

The Mortgigee holds:

(2) 2 company charge given by the Company dated 17 September 2007 and
registered with the Apstralian Seeurities and Tnvestments Conriissicn. ds
charge mo; 1517886 {the Charge), under which the Cornpany charged the
Secured Property (as that term is defined in the Charge) (the Charged
Properiy) to secure the payment to the Mortgagee of the Money Secuted (as
that tetm is defined in the Charge); and

(b) 2mortgage of land éxecuted by the Company on 17 September 2007 and
registered with the WA Land Registry as registered dealing No, K351142
(the Mortgage) under which the Cornpany mortgaged the estate and interest
described inthe Mortgage (the Mortgaged Property) to secure the payment
to the- Mortgigee of the Money Secured (as that term is defined in the
Mortgage).

In the events which have happened the security constituted by the Charge and
the Mortgage has become enforceable. ‘

By virtue of the powers in the Charge and the Mortgage, the Mortgagee is
entitled to appoint any person or persons to be the agerit of the Mortgagee to
exercise any of the right,s, powers and remedies exerciseable by the Mortgagee
pursuant to the Charge and the Mortgage, and the Mortgagee wishes to exercise

this power.

Accordingly: .

2. The Mortgagee appoints LM Investment Management Limited (ACIN 077 208 461) to be
the agent (the Agent) of the Mortgagee, to exercise all rights, powefs, privileges, benefits,
discretions and authorities conferred on the Mortgagee under and pursuant to the Charge, the
Mortgage and by law.
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Appointment of Agent

3 The Mortgagee reserves the right at any time to:

(@)
(b)
()

revoke the Agent's appoiniment;
impose conditions or restrictions on the terms of appeintment of the Agent; or

appoint an additional or a replacement agent in place of the Agent.

4, This appointment of the Agent shall take effect from the actual time it is accepted by the Agent
signing below.

51

52

5.3

5.4

5.5

5.6

57

5.8

Limit of Liability

The Mortgagee cnters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trisst), putsuant to a custody agreeitient between the
Mortgagee and LM Investment Management Limited (ACN 077.208 461) (the
Responsible Bntity) dated 4 February 1999 (Custody Agreément) atid-in. no other capacity.
Ahab1htyansmg urider or in connection with thisDeed is limited to and can be enforead.
against'the Mortgagee only to the extent to'which it can be satisfied out-of property of the
Trisst osit 6 which: the Mortgagee isactual

all liabilaties and obligatiotis of the Mortgapee ini any way connected with any

Tepreséntation, warranty, conduct, omission, deed or transaction related to this Deed.

A-person other than the Mortgagee:may not suc the Mortgagee perscnally or seek the
appointment of a liquidator; admiriisfrator, regeiver or similar period to the Mortgagee or
prove.in any liguidation, administration or arrangement of or affecting the Mortgagee.

The provisiens of this clause 6 donot apply to any obligation or Liability of the Mortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there-is a reduction in the extent of the Mortgagee's
indemnification out of the dssets of that Trust, as'a réesult of the Mortgagee's fiand,
negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistenit with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope
of the Mortgagee's obligations or powers under the Custody Agreement, mest be
performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perfortn an obligation which it derermines is either
mconsistent with or beyond its powers and obligations under the Custody Agreement
will not smount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upog it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
to act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
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Appointment of Agent

liability and fi0 act or omission of any such person will be considered fraud, negligence or
wilful default of the Mortgagee for the purpose of clause 6.4.

5.9 The Mortgagee is not obliged to do or refrain from deing anything under this Deed
(iricluding incur any liability) unless the Mortgagee's liability is limited iri the manner
satisfactory to the Mortgagee in itsabsolute discretion.

5.10  Afailure by the Mortgagee to-comply with, or a breach by the Mortgagee of any of; its
obligations unider this Deed will hot bé considered to be fraud, negligence or wilfial
default by the Mortgagee if the relevant failure or breach:

(a) arose a5 a result af a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave risé to such
breach) is.a precondition to the Mortgagee performing the said obligation; or

(b) was in‘accordance with-a lawfiul court order or direction or otherwise required

5.11  All of the terins, clauses aiid conditions of this Deed are subject to this clause 6.

6. This Deed may be signed in any number of counterparts with the same effect asif the signatures
to each counterpart werke on the same instrurrient.
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Appointment of Agent

EXECUTED and delivered as a deed in Brisbane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney.

Sigred Sealed and Delivered for Thé Trust.

" al d 1 '_ \ . 13
‘ompany (PTAL) Pty Ltd ACN 408 5 The Trust Gompany (PTAL) Limited ACN 008 4129
Co- e )P L oo 41291.3 by its duly-2ppointed atterney Geaffrey Funnel
by its attorneys who state that the#f have no notice

undér Povier of Attorney-dated 12 July 2010
of revocation of the power of orney dated 2 . & 4 MQ\
June 1953 and registered isythe Queensland Land i /AN
Titles Office as Dedling No. L664541T in the
presence of: = 7 -

State Manager (Comorate & Leoal Services) (01d)
Group AAttonijy- Signature Group B Attoén:y Signature
Print IName Print Narne

The Ageﬂt -accepjts the abéve appointment at the tirme and on the date writteri below:
Date Accepted:
Tﬁne Accepted:

Executed as a deed in accordance with
section 127 of the Cotporatiors Act 2001 by
LM Investment Management Liniite

(ACN 077 208 461):
Director Signature ' Director/Secretary Signature

ECHAED A0 Toed HEUER) Sincon e ekl
Print Name Print Name
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Agent's Indemnity

Date

Parties

T
1

Recitals

A

2011

The Trust Company (PTAL) Pty Ltd (ACN 008 412 913) of ¢/~ Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (with its successors in
title and assigns called the Murtgapee): and

LM Investment:Management Limited (ACN 077 208 461) of ¢/~ Lavel 4,
9 Beach Roid, Surfers Paradise in the State of Queensland (the Agent).

Racola Pty Ltd (ACN 104 964.061) {the Company) of C/-243 Hay Strect,

Subiaco 6018:in the State of Western Australia igindebted to the Mortgagee.

The Mortgagee holds:

{a) a cormpany chiargeigiven by the Coimpany dated 17 September 2007
and registered with the Australian Securities and Investments
Commission as chatge no. 1517886 (thie Chasge), under which the
Company charged the Secured Property (as that term is defined in
the Charge) (the Charged Pioperty) to secure the paytnent to the
Mortgagee of the Money Secured (as that term is defined in the
Charge); arid.

(b)  amoregage of land executed by the Company on 17 Septernber
2007 and registered with the WA Land Registry as registered
dealing No. K351142 (the Morigage) under-which the Company
mortgaged the estate and interest described in the Mortgage (the
Mortgaged Property) to secure the payment to'the Mortgagee of the
Moéney Secured (as that term is defined in the Mortgage).

In the events which have happened the security constituted by the Charge and
the Mortgage has become enforceabie.

By a Deed of Appointment of Agent dated 10% August 2011 (the Deed of
Appointment), the Mortgagee has determined to appoint the Agent to be the agent
of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on condition that the
Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do so)
in the manner provided in this Deed.
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ITIS AGREED as follows:

1.

Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemmify the Agetit
agamst liabilities for or arising out of all actions, proceedings, claims, suits. and demands, and al!
paymeats, costs and expenses (all included in the word Linbilifies) incurred by the Agent in or
arising out of the due exercise or purpotted exercise of any of the -tigh‘t's, powers, discretions or
authorities vested or putported to be vested in the Agent by virfue of the Deed of Appointinent, or
otherwise incurted or to be incurred in the due course of the conduct of the Ageicy, mcludmg
specifically: '

(2 all Liabilities arising out of any defect in'the Charge or the Mortgage or anyinvalidity or
unénforceability of the Charge or the Mottgage or the appoisitinent pursuart to the Deed
of Appointment;

) all Liabilities.consequent upon any bena fide mistake; ornission, oversight, errer of

judgment or want of prudence on the part of the Agenit;

(c) all Liabilities incurred or thieatehed:in. reéspect-of any mattér or thing done or omitted to
be done by the Agent in exercise or purported exercise of the-Agent's rights, powers,
discretions er authotities in the Agency; and

{4) all TLiabilities and obligaticiis of any nature incurted by the Agerit in the course of or
directly or indirectly resulting from the Agency.

2. Exclusions frém Indemnity
The indemnity in the preceding clause shall not extend to:
{2) any Hability arising out of the wilful default, dishonesty or gross negligence of the Agent
or any of the Agent's agents or employees in the performance or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as 2
result of the Agent or the Agent's agent or employees knowingly exceeding the scope of
the Agent's rights, powers, discretions and authorities; or
® any Liability admitted by the Agent without the prior-written consent of the Moartgagee,
other than any lability incurred by the Agent in the ordinary course of the business of the
Company,
3. Expenses and Fees

The Mortgagee shall pay to the Agent all reasonable charges, costs, fees and expenses payable to or
incurred by the Agent in relation to the Agency, to the extent to- which the Agent does not apply
moreys available to it as such Agent for that purpose, and the Agent is entitled to claim a lien over
the Charged Property and the Mortgaged Property in respect of all amouns referred to in this
clause,
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Emergency Preference Payments

Notwithstanding the provisions of the Charge and the Mortgage, the Mortgagee (so far as it is
competent to do so but not otherwise) authorises the Agent to apply the whole or any part of any
tnoneys coming into the Agent's control in the Agency in payment of claims of creditars of the
Company (whether those claims have priority over the claims of the Mortgagee or not) if, in the
reasoriable epinion of the Agent, it is necessary to make such payment to protect the goodwall or
other assets of the: Company.

Warranties

The Agent warrants to the Mortgagee that at the time of execution of this Deed, the Agent had not
tecefved any claim in respect of the fiability to which the indémnity contained in clause 1 extends
or notice-of any such claim, and the Agent is not-aware of any circumstances in respect of which
any suchi claim is threatened or apprehiended.

Agent's Obligations

The Agent undertakes and agrees with the Morteages that:

(2) in the event of airy cliim being threatened or received. in respect of any liability to which
thedndemnity in this Deed extends, the Agent shall immediately notify the Mortgagee in
writing, and shall furnish the. Morigagee with all information available to the Agent in
relation to such claim:

(b) if so requested by the Mortgagee, the Agent shall (at the expense of the Mortgagee)
defend any such claim, and for that purpose shall, if required by the Mortgagee, employ
solicitors norinated by the Mortgagee and ce-operate fully-with the Mortgagee and the
nominated solicitors in the conduct of such defence;

(©) other than as specified in clause 2(b) and clause 4, the Agent shall not, without the prior
written consent of the Mertgagee, compromise or settle-or make any admission in regard
to any claim or lability to which such indemnity extends; and

(d the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant to the discretion conferred by clauses 2(b)-and 4 within one month of the same
being admitted incurred or paid (as thie case may be).

Limit of Liability

(a) "The Mertgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trust), pursuant to a castody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the
Responsible Entity) dated 4 February 1999 (Custody Agreement) and in no other capacity.

(b) A liability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
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(c)

{d)

()

®

(®

(b)

@

1)

Trust out of which the Mortgagee is actually indemnified for the liability. This lirnitition
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with any :
representation, warranty, conduét, omission, deed or transaction related to this Deed,

A party to this Deed other than the Mortgagee may not sue the Mortgagee persenally or
seek the appointment of a liquidator, administrator, receiver or simnilar person to the
Mortgagee or prove in any liquidation, administration or arrangement of or aﬂ'ccting the
Mortgagee.

 The provisions of this clause 7 do not apply to any obligation or liability of the-Mortgagee

to the extent that it is not satisfied because under the Trust's trust deed, the Custo_-y
Agreement, or by operation of law there is a reductionin the extent of the Mortgagee's
indemmnification out of the assets of that Trust, as 4 result of the Mortgagee's fraud,

nepligence or wilful default.

Despite-any other provision in this Deed, if any ob]igai'on otherwise imposed upon the

Moertgagee under this Deed 1s, in‘the Mortgagee's opinion, inconsistent with, or beyond

the scope-of the Mortgagee's obligation. or pewers under the Custody Agreemernt; that
obligation, to the extent of that mcon$1stency or'to the exterit that ir'is beyorid the scope
of the Mertgagee's obligations or powers under the Custody Agreement, must be
performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers'and obligations under the Custody Agreement
will not-amount to a breach of or default under this. Deed.

The Mortgagee's determitiation as to whether-an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond-the scope. of its obligations and powers .
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
to act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
liability and no act or omission of any such person will be considered fraud, négligence or
wilful default of the Mortgapee for the purpose of clause 7(d).

The Morigagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

Afailure by the Morigagee to comply with, or a breach by the Mortgagee of any of, its
obligations under this Deed will not be consideted to be fraud, negligence or wilfial
default by the Mortgagee if the relevant failure or breach:

(i) arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

(1) was in accordance with a lawful court order or direction or otherwise required

by law.
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(k) All of the terms, clauses and conditions of this Deed are subject to this clause 7.

EXECUTED and delivered as a deed in Brisbane.

Each atromney executing this Deed states that he has no notice of revocation or suspension of his power of

attorney.

Signed Sealed and Delivered.for Thé Trust

by its attorneys who-state-that theyhave no notice
of revocation of the power of ayhiiiey dated 2
June 1393 and registered in tHe Queensland Land
Titles Office as Dealing No. L664541 T in the
presence of:

The Trust Company (PTAL) Limited ACN-008.412.913
by its duly appmnted aﬁam eoffrey Funngll
der” f A ]

Group AAttomey,S)i@amr:e

Group B Artonyf Slgnature

Print Narhie

Executed as a deed in accordance with

section-127 of the Corporations Act 2001 by
LM Investment Manageinent Limit,
{ACN 077 208 461): '

Print Name

F=p

Director Signature DJrector/Scc:csmy-S@ia&e
CEHALY AN el $ouea) Soron TIElEMS TTENEF L
Print Name Print Name
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Source Developments No. 1 Pty Limited
(ACN 126 999 871)

Permanent Trostee Australia Limited

LM Investment Menagement Limited

Altens Arthur Robinson
Lawyers

Riverside Centre

123 Eagle Street
Brisbane QLD 4000
Tel 617 3334 3000
Fax 617 33343444
WWW.84r.com.au
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Date

By this Deed Poll Permanent Trustoe Australia Limited (ACN 008 412 913) of

¢/- Level 4, 9 Beach Road, Surfers Paradise in the State of Queensland (the
Morigagee)

Witnesses as follows:
Recitals

L } .

A Source Developments No. 1 Pty Limited (ACN 126 999 871) (the Company) of
Level 29, 31 Market Street, Sydney in the State of New South Wales is. indebted to
the Mortgagee.

B The Mortgagee holds:

(a) acompany charge given by the Company dated 14 September 2007 and
registered with the Anstralian Securities and Investments Commission as
chargeno. 1515618 (the Charge), under which the Company charged the
Secured Property (as that term is defined in the Charge) (the Charged
Property) to secure the payment to the Mortgagee of the Money Secured (as
that term is defined in the Charge); and

{b) amortgage of land executed by the Company on 14 September 2007 and
registered with the Queensland Land Registry as registered dealing
No. 711052447 (the Mortgage) under which the Mortgagor mortgaged the
Morigaged Property (as thatterm is defined in the Mortgage) (the Mortgaged
Property) to secure the payment to the Mortgages of the Secured Money (as

that term is defined in the Mortgage).
c In the events which have happened the security constituted by the Charge and the
Mortgage has become enforceable.
D By virtue of the powers in the Charpe and the Mortgage, the Mortgagee is entitled

to appoint any person or persons to be the-agent of the Mortgagee to exercise any of
the rights, powers arid remedies exerciseable by the Mortgagee pursuant to the
Charge and the Mortgage, and the Mortgagee wishes to exercise this power.

Accordingly: |

1. The Mortgagee appoints LM Investment Management Limited (ACN 077 208 461) to be the
agent (the Agenr) of the Mortgagee, to exercise all rights, powers, privileges, benefits, discretions
and authorities conferred on the Mortgagee under and pursuant to the Charge, the Mortgage and by
law,
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2 The Mortgagee reserves the right at any time to:
(@ revoke the Agent's appointment;
{b) impose conditions or restrictions on the terms of appointment of the Agent; or
(c) appoint an additional or a replacement agent in place of the Agent.

3 This appointment of the Agent shall take effect from the actusl time it is accepted by the Agent
signing below. ’

4, Limit of Liability

4.1 The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trus#), pursnant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the Responsible
Entity) dated 4 February 1999 (Custody Agréement) and.in no other capacity.

42 A ligbility arising under or in connection with this Deed is limited to and can be enforced
against-the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust.out of which-the Mortgagee is actually indemnified for the.liability. This limitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all liabilities and oblipations of the Mortgagee in any way connected with any
Tepresentation, watranty, conduct, omission, deed or ttansaction Telated to this Deed.

43 A person other than the Mortgagee may not sue the Mortgagee personally or seek the
appointment .of a liquidator, administrator, receiver or similar person to the Mortgages or
prove in any liquidation, administration or arrangement of or affecting the Mortgagee.

44 The provisions of this clause 6-do not apply to any obligation or Hability.of the Mortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, 45 a result of the Mortgapee's fraud,
negligence or wilful defauit,

435 Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond the
scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope of
the Mortgagee's obligations or powers under the Custody Agreement, must be performed
by the Trust and not by the Mortgagee.

4.6 Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody Agreement will
not amount to a breach of or default under this Deed.

4.7 The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Dreed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on alf parties.

4.8 No attorney or agent appointed in accordance with this Deed or otherwise has authority to
act on behalf of the Morigagee in a way which exposes the Mortgagee to any personal
liability and no act or omission of any such person will be considered fraud, negligence or
wilfal default of the Mortgagee for the purpose of clause 6.4.
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4.9 The Morigagee is not obliged to do or refrain from doing anything under this Deed.
(inclnding incur any liability) unless the Mortgagee's Liability is limited in the manner
satisfactory to the Mortgagee in its absolte discretion.

4.10 A failure by the Mortgagee to comply with, or abreach by the Mortgagee of any of, its

obligations. under this Deed will not be considered to be fraud, negligence or wilful default
by the Morigagee if the relevant failure or breach:

(a) arose as a result of a breach by a person other than the Mortgagee where the ‘
performance of the action (the non-performance of which gave rise to such breach)
is a precondition to the Mortgagee performing the said obligation; or

(b) was in accordance with a lawful court order or direction or otherwise required by
law.
4.11  Allof the terms, clauses and conditions of this Deed are subject to this clause 6.

5. This Déed may be signed in any number of counterparts with the same effect as if the signatures to
each counterpart were on the same instrument.

czib AD112565428v1 406152824 Page 8
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EXECUTED and delivered as a deed in Brisbane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney,

Signed Sealed and Delivered for Permanent
Trustee Australia Limited ACN 008 412 913 by
its attorneys who state that they have no notice of
revocation of the power of attornsy dated 2 June
1993 and registered in the Queensland Land Titles
Office-as Dealing No. 1.664541T in the-presence

Group A Attorney Signature @éup B Attorney Signature
Michael Poflard Smsan Davis

The Agent acCepts the above appointment at the time and on the date written below:
Date Accepted:

Time Accepted:

Executed as a deed in accordance with
section 127 of the Corporations Act 2001 by
LM Investrnent Management Limited

Director Signature l Direct ctary Signani)e
3 | H
o Maver Varey rd Van Uer towen
Print Name Print Name
czfb AD112565428v1 406162824 ‘ Page 4
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Source Developments No. 1 Pty Limited
(ACN 126 999 871)

Permanent Trustee Australia Limited

IM Invesiment Management Limited

Allens Arthur Robinson
Lewyers

Riverside Centre

123 Eagle Street
Brisbane QLD 4000
Tel 61 73334 3000
Fax 61 7 3334 3444
WWW.A2T.com.au
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Date

Parties

ISR
1

Recitals

A

2009

Permanent Trustee Australia Limited (ACN 008 412 913) of /- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (with its successors in
title and assigns called the Mor#gagee); and

LM Investment Manﬁg*e,ment Liinited (ACN 077 208 461) of o/- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (the dgent).

Source Developments No. 1 Pty Limited (ACN 126 999.871) (the Company) of
Level 29, 31 Market Sireet, Sydney in the State of New: South Wales is indebted to
the: Mortgagee.

The Mortgagee holds:

(a) acompany charge given by the Company dated 14 September 2007 and
registered with the Australian Securities and Investments Commission as
charge ne. 1515618 (the Charge), under which the Company charged the
Secured Property (as that term is defined in the Charge) (the Charged
Property) to secure the payment to the Mortgagee of the Money Secured (as
that term is defined in the Charge); and

(b} amortgage of land executed by the Company on 14 September 2007 and
registered with the Queensland Land Registry as registered dealing
No. 711052447 (the Mortgage) under which the Mortgagor mortgaged the
Mortgaged Property (as that term is defined in the Mortgage) (the Mortgaged
Property) to secure the payment to the Mortgagee of the Secured Money (as
that term is defined in the Mortgage).

In the evenis which have happened the security constituted by the Charge and the
Mortgage has become enforceable,

By a Deed of Appointment of Agent dated 2009 (the Deed of
Appointment), the Mortgagee has determined to appoint the Agent to be the agent
of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on condition that the
Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do so) in
the manner provided in this Deed.

Allens Arthur Ro binson-l
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ITIS AGREED as follows:

1.

Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemnify the Agent against
liabilities for-or arising out of all actions, proceedings, claims, suits and demands, and all payments,
costs and expenses (all included in the word Liabilifies) incurred by the Agent in or arising out of
the due exercise or purported exercise of any of the righis, powets, discretions or authorities vested
or purported to be vested in the Agent by virtue of the Deed of Appointment, or otherwise incurred
or to be incurred in the due course of the conduct of the Agency, including specifically:

(a) all Liabilities arising out of any defect in the Charge or Mortgage or any invalidity or
unenforceability of the Charge or Mortgage orthe appointment pursuant to the Deed of
Appointment;

(b all Liabilities consequent upon any bona fide mistake, omission, oversight, error of
Jjudgment or want of prudence on the part of the Agent;

(c) all Liabilities incurred or thiedtened in tespect of any matter or thing done or omitted o be
done by the Agent in exercise or purported exercise of the Agent's rights, powers,
discretions or-authorities in the Agency; and

(d all Liabilities and obligations.of any nature inciirred by the Agent in the course of or
directly or indirectly resulting from the Agency.

Exclusions from Indemnity

The indemmity in the preceditg clause shafl not extend to:

(8) any liability arising out of the wilful default, dishonesty or gross negligence of the Agent or
any of the Agent's agents or employees in the performance or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as a
result of the Agent or the Agent's agent or employess knowingly exceeding the scope of the
Agent's rights, powers, discretions and authorities; or

{b) any liability admitted by the Agent without the prior written consent of the Mortgagee,
other than any liability incurred by the Agent in the ordinary course of the business of the
Company.

Expenses and Fees

‘The Mortgagee shall pay to the Agent all reasonable charges, costs, fees and expenses payable to or
incurred by the Agent in relation to the Ageéncy, to the extent to which the Agent does not apply
moneys available to it as such Agent for that purpose, and the Agent is entitled to claim a lien over
the Charged Property and the Mortgaged Property in respect of all amounts referred to in this clause.
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Allens Arthur Robinson

4. Emergency Preference Payments

Notwithstanding the provisions of the Charge and Mortgage, the Mortgagee (so far as it is

competent to do so but not otherwise) authorises the Agent to apply the whole or any part of any

moneys coming into the Agent's contro] in the Agency in payment of claims of creditors of the

Compeany (whether those claims have priority over the claims of the Mortgagee or noi) if, in the

reasonable opinion of the Agent, it is necessary to make such payment to protect the goodwill or

other assets of the Company.
5. Warranties

The Agent warrants to the Mortgagee that at the time of execution-of this Deed, the Agent had not

received any claim inrespect of the lability-to which the.indemnity contained in clause 1 extends or

notice of any such claim, and the Agent is not aware of any circumstances in respect of which any
such claim is threatened or apprehended,
6.  Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

(a) in the event of any claim being thregtened or received in respect of any liability to which
the indemmity in this Deed extends, the Agent shall immediately notify the Mortgagée in
writing, and shall firnish the Mortgagee with all information available to the Agentin
relation to such claim;

(b) if 50 requested by the Mortgagee, the Agent shall (at the expense of the Mortgagee) defend
any such claim, and for that purpose shall, if required by the Mortgagee, employ solicitors
nominated by the Mortgagee and co-operats fully with the Mortgagee and the nominated
solicitors in the conduct of such defence;

(c) other than as specified in clause 2(b) and clause 4, the Agent shall not, withoit the prior
written consent of the Mortgagee, compromise or settle or make any admission in regard to
any claim or liability to which such indemnity extends; and

(d) the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant to the discretion conferred by clauses 2(b) and 4 within one month of the sgame
being admitted incurred or paid (as the case may be).

7. Limit of Liability

(a) The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trust), pursuant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the Responsible
Entity) dated 4 February 1999 (Custody Agreement) and in no other capacity.

(b A liability arising under or in connection with this Deed is limited to and can be enfbrced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust out of which the Mortgagee is actually indemnified for the liability. This limitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
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(c)

@

(©

®

(®)

M)

@

@

&)

all liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduct, omission, deed or transaction related to this Deed.

A party to this Deed other than the Mortgagee may not sue the Mortgagee personally or
seek the appointment of a liquidator; administrator, receiver or similar person to the
Mortgagee or prove in any liquidation, administration or arrangement of or affecting the
Mortgagee.

"The provisions of this clause 7 do not apply to any obligation or liability of the Mortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgagee's frand,
negligence or wilful default,

Despite any other provision in this Dead, if any obligation otherwise imiposed upon the
Mortgagee under this Deed is, in the Mortgagee's.opinion, inconsistent with, ot beyond the
scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that ineonsistency or to the extent that it is beyond the scope of
the Mortgagee's obligations or powers under the Custody Agreement, must be performed
by the Trist and not by the Mortgagee.

Any feiilure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers-and obligations under the Custody Agreement will
not amount to a breach of or default under this.Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with-or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attomey or agent appoinied in accordance with this Deed or otherwise has authority to
act on behalf of the Mottgagee in a way which exposes the Mortgagee to any personal
liability and no act or omission of any such person will be considered fraud, negligence or
wilful default of the Mortgagee for the purpose of clause 7(d).

The Mortgagee is not obliged to do or refiain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breach by the Mortgages of any of, its
obligations under this Deed will not be considered to be fraud, negligence or wilful defanit
by the Mortgagee if the relevant faiture or breach;

@ arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such breach)
is & precondition to the Mortgagee performing the said obligation; or

(ii) was in accordance with a lawful court order or direction or otherwise requirad by
law.

All of the terms, clauses and conditions of this Deed are subject to this clause 7.
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EXECUTED and delivered a3 a deed in Brishane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney.

Signed Sealed and Delivered for Permanent
Trustee Australia Limited (ACN 008 412 913)
by its attorneys who state that they have no notice
of revocation of the power of attorney dated 2 June
1993 and registered in the Queensland Land Titles
Office as Dealing No. 1664541 T in the presence

Al

Group A Attomney Signature Gfo/p B Attomey Signature
Michael Pollard Susan Davig

Executed as a deed in accordance. with
section 127 of the Corporations Act 2001 by
1M Investment Management Limited

T oo

Director Signature }
‘_m N\Mﬂ %mfu

Print Name
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St Crispin’s Property Proprietary Limited
(ACN 104 769 244)

The Trust Company (PTAL) Limited

LM Investment Management Limited

Allens Arthur Robinsen
Lawyers

Riverside Centre

123 Eagle Strest
Brisbane QLD 4000
Tel 61 7 33343000
Fax 617 3334 3444
WWW.3ar.com.au

@ Copyright Allens Arthur Roblnson 2010

313




» .—Im
Appointment of Agent Allens Arthur Robinson !

Date

L

Recitals

A

D

2010

By this Deed Poll The Trust Compary (PTAL) Limited (ACN 008 412 913)
of o/~ Level 4, 9 Beach Road, Surfers Paradise in the State of Queensland {the

Mortgages)

Witnesses as follows:

St. Crispin's Property Proprietary Limited (ACN 104 769 244) in its own
right and as trustee for The St Crispin's Property Trust (the Mortgagor) of '2' 10
Mallett Street, Camperdown in the State of New South Wales is indebted to the

Mortgagee.

The Mortgagee holds:

(@

()

(©

a Fixed and Floating Charge given by the Mortgagor dated

20 September 2005-and registered with the Ausiralian Securities
and Investments Commission as charge no. 1210202 (the Charge),
under which the Mortgagor charged the Secured Property (as that
term is defined in the Charite) (the Charged Property) to secure the
payment to the Mortgagee of the Money Secured (as that term is
defined in the Charge); and

a mortgage of land executed by the Mortgagor on

16 November 2004 and registered with the Queensland Land
Registry as registered dealing No. 708444146 and subsequently
transferred to the Mortgagee (the First Mortgagg) under which the
Mortgagor mortgaged the estate and interest described in the
Mortgage (the First Mortgaged Property) to secure the payment to
the Mortgagee of the Secured Money (as that term is defined in the
First Mortgage).

a mortgage of land executed by the Mortgagor on

12 September 2005 and registered with the Queensland Land
Registry as registered dealing No, 709008763 (the Second Mortgage)
under which the Mortgagor mortgaged the estate and interest
described in the Mortgage (the Second Mortgaged Property) to
secure the payment to the Mortgagee of the Money Secured (as
that term is defined in the Second Mortgage).

In the events which have happened the security constituted by the Charge, the
First Mortgage and the Second Mortgage has become enforceable.

By virtue of the powers in the Charge, the First Mortgage and the Second

czfb AD114709821v1 406178434
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Mortgage, the Mortgagee is entitled to appoint any person or persons to be the
agent of the Mortgagee to exercise any of the rights, powers and remedies
exerciseable by the Mortgagee pursuant to the Charge, the First Mortgage and the
Second Mortgage, and the Mortgagee wishes to exercise this power.

Accordingly:

1.

The Mortgagee appoints LM Investment Management Limited (ACN 077 208 461) to be
thie agent (the Agent) of the Mortgagee, to exercise all rights, powers, privileges, benefits,
discretions and autherities conferred on the Mortgagee under and pursuant to the Charge, the
First Mortgage. the Second Mortgage and by law.

2. The Mortgagee reserves the right at any time to:

(@  revoke the Agent's appcintment;

®)  impose conditions or restrictions on the terms of appointment of the Agent; or

© appoint an additional or a replacerment agent in place of the Agent.

3 The Mortgagee may, without prejudice to any or all other rights arid remiedies it may have under
this deed-arapplicable law, terminate this deed by giving 7 days written notice to the Agent. The

Agent must formally retire by executing an.appropriate deed of retirement: prior to the end of the

notice period given by the Mortgagee.

4, This appointment of the Agent shall take effect from the actual time it is accepted by the Agent
signing below.
5. Limit of Liability

5.1 The Mortgagee enters into tiis Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trusf), pursuant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the
Responsible Entity) dated 4 February 1999 (Custedy Agreement) and in nio other capacity.

3.2 Aliability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust out of which the Morigagee is actually indemnified for the kiability. This limitation
of the Mortgagee's liability applies despiie any other provision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduct, omission, deed or transaction related fo this Deed.

5.3 A person other than the Mortgagee may not sue the Martgagee personatly or seek the
appointment of a liquidator, administrator, receiver or similar person to the Mortgagee or
prove in any liquidation; administration or arrangement of or affecting the Mortgages,

54 The provisions of this clause 6 do not apply to-any obligation or liability of the Mortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Morigagee's fraud,
negligence or wilful default.
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5.5

5.6

5.7

5.8

5.9

5.10

5.11

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope
of the Mortgagee's obligations or powers under the Cusiody Agreement, must be
performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and ebligations under the Custody Agreeiment
will not amount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsisteit with or beyond the scope of its obligations and powers
under the Custody Agreements final and binding on all parties.

No attorney oragent appointed in accordance with this Deed or otherwise has authority
to act.on behaif of the Mortgagee in a way which exposes thie Mortgagee to any personal
liability-and no act or omission of any such person. will be considered fraud, negligence or
wilful default of the Mortgages for the purpose of clause 6.4.

The Mortgagee is not ofjliged to-do or refrain from dolng anything under this Deed

*(inchuding incur any Hiability) unless the Mortgagee's liability is Hmited in the manner

satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breach by the Mortgagee of any of, its
obligations under this Deed will not be corisidered to be fraud, negligence or wilful
default by the Mortgagee if the relevant failure or breach:

@ arose as a result of a breach by a person other than the Morigagee where the

performance of the action (the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

{b) was in accordance with a lawful court order or direction or otherwise required
by law.

All of the terms, clauses and conditions of this Deed are subject to this clause 6.

6. This Deed may be signed in any mimber of counterparts with the same effect as if the signatures
to each counterpart were on the same instrument.
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EXECUTED and delivered as a deed in Brishane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of

attorney.

Signed Sealed and Delivered for The Trust
Company (PTAL) Limited ACN 008 412 913
by its attorneys who state that they have no notice
of revocation of the power of attarney dated 2
June 1993 and registered in the Queensland Land
Titles Office as Dealing No. L66454iT in the
presence of;

The Trust Company (FTAL) Lifiies ACN 008 412 913
by fts duly appeinted aitormey Gedifray Funnell
under Power of Attorney dated 12 July 2010

Registered No.... 72X LRZ

W\A&\

Group A Attorney Signature

M?lney Signatwre - Geofirey Funnell
State Mana er (Corporate & Legal Services) (Qld)

Print Name

Print Name

The Agent accepts the above appointment at the time and on the date written below:

Date Accepted:
Time Accepted:

Executed as a deed in accordance with

section 127 of the Corporations Act.208! by
LM Investment Manage ited
(ACN 07720844

R :
Director(S‘Ig/natIfl{e

Director/Secretd ignature

S heedse

Print Name

Print Name
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St Crispin's Property Proprietary Limited
(ACN 104 769 244)

The Trust Company (PTAL) Limited

LM Investment Management Limited

Allens Arthur Robinson
Lawyers

Riverside Centre

123 Fagle Street
Brisbane QLD 4000
Tel 61 73334 3000

Fax 617 3334 3444

WWW.24r.Com.au
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Date

Parties

L
1

2010

The Trust Company (PTAL) Limited (ACN 008 412 913) of ¢/- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (with its successors in
title and assigns called the Mortgages); and

2. LM Investment Management Limited (ACN 077 208 461) of ¢/- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (the Agen).

Recitals

A St. Crispin's Property Proprietary Limited (ACN 104 769 244) in its own
right and as trustee for The St Crispirs Property Trust (the Mortgagor) of '2' 10
Mallett Street, Camperdown in the State of New South Wales is indebted to-the
Mortgagee.

B The Mortgagee holds:

@ a Fixed and Floating Charge given by the Mortgagor dated
20 September 2005 and registered with the Australian Securities
and Investments Commission as charge no. 1210202 {the Charge),
under which the Mortgagor charged the Sectired Propety (as that
term is defined in the Charge) (the Charged Property) to secure the
payment to the Mortgagee of the Money Secured (as that term is
defined in the Charge); and

) amortgage of land executed by the Mortgagor on
16 November 2004 and registered with the Queensland Land
Registry as registered dealing No. 708444146 and subsequently
transferred to the Mortgagee (the First Mortgage) under which the
Mortgagor mortgaged the estate and interest described in the
Mortgage (the First Mortgagsd Property) to secure the payment to
the Mortgagee of the Secured Money (as that term is defined in the
First Mortgage).

©) a mortgage of land executed by the Mortgagor on i
12 September 2005 and registered with the Queensland Land i
Registry as registered dealing No. 709008763 (the Secand Morigage)
under which the Mortgagor mortgaged the estate and interest
described in the Mortgage (the Second Mortgaged Property) to
secure the payment to the Mortgagee of the Money Secured (as
that term is defined in the Second Mortgage).

czfb AD114700881v1 406178434 Page 1

319



-I“lm
Agent's Indemnity  Allens Arthur Robinson !

In the events which have happened the security constituted by the Charge, the
First Mortgage and the Second Mortgage has become enforceable,

By a Deed of Appointment of Agent dated 2010 (the Deed of
Appointment), the Mortgagee has determined to appoint the Agent to be the agent

" of the Morigagee,

The Agent agreed to accept such appoinirnent {the Agency) on the condition that
the Mortgagee indemnify the Agent (so faras the Mortgagee is legally able to do
50} in the manner provided in this Deed.

IT IS AGREED as follows:

1.

Indemnity

The Mortgagee shall, subject to the provisions.of clause 2 of this deed, indernmify the Agent
against liabilities for or arising out of all actions, proceedings, claims, suits and demands, and ali
Ppaymments, costs and expenses (all included in the word Liabilitfes) incurred by the Agent inor
arising out of the due exercise orpurported exercise of any of the rights, powers, discretions or
authorities vested or purported to be vested in the Agent by virtue of the Deed of Appointmient, or

otherwise incurred or to be incurred in the-due course of the conduct of the Agency, including
specifically:

@

(b)

©

(d)

all Liabilities arising out of any defect in the Charge, the First Mortgage or the Second
Mortgage, or any Invalidity or unenforceability of the Charge, the First Mortgage, the
Second Mortgage or the appointment pursuant to the Deed of Appointmen;

alt Liabilities consequent upen any bona fide mistake, omission, oversight, error of
Judgment or want of prudence on the part of the Agent;

all Liabilities incurred or threatened in respect of any matter or thing done or omitted to
be done by the Agent in exercise or purported exercise of the Apgent's rights, powers,
discretions or authorities in the Agency; and

all Liabilities and obligations of any nature incurred by the Agent in the course of or
directly or indirectly resulting from the Agency.

2. Exclusions from Indemnity
The indemnity in the preceding clause shall not extend to:
(@ any liability arising out of the wilful default, dishonesty or gross negligence of the Agent
' or any of the Agent's agents or employees in the performance or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as a
result of the Agent or the Agent's agent or employees knowingly exceeding the scope of
the Agent's rights, powers, discretions and authorities; or
czfb AD114709881vi 406176434 Page 2
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{b)  any liability admitted by the Agent without the prior written consent of the Mortgagee,

other than any liability incurred hy the Agent in the ordinary course of the business of the
Mortgagor.

Expenses and Fees

The Mortgagee shafl pay to the Agent all reasonable charges, costs, fees and expenses. payable to or
incurred by the Agent in relation to the Agency, to the extent to which the Agent does not apply
moneys available to it as such Agent for that purpose, and the Agent is entitled to claim a lien over
the Charged Property, the First Mortgaged Property and the Second Mortgaged Properiy in
respect of all amounts referred to in this clause.

Emergency Preference Payments

Notwithstanding the provisions of the Charge, the First Morigage and the Second Mortgage, the
Mortgagee (so far as it is competent to do.so but not otherwise) authorises the Agent to apply the
whole or any part of any moneys coming into the Agent's control in the Agency in payment of
claims of creditors of the Mortgagor (whether those claims have priority over the clairs of the
Mortgagee or not) if, in the reasonable opinion of the Agert, it is necessary to make such payment
to protect the goodwill or other assets of the Mortgagor.

Warranties

Thie Agent warrants to the Mortgagee that at the time of execution of this Deed, the Agent had not
received any claim in respect of the lability to which the indemnity contained in clause 1 extends
or notice of any such claim, and the Agent is not aware of any circumstances in respect of which
any such claim is threatened or apprehended.

Agent's Obligations

The Agent undertakes and agrees with the Morigagee that:

{a) in the event of any claim being threatened or received in respect of any lability to which
the indemnity in this Deed extends, the Agent shall immediately notify the Mortgagee in
writing, and shall furnish the Mortgagee with all information available to the Agentin
relation to such claim;

)] if so requested hy the Mortgagee, the Agent shall (at the expense of the Mortgagee)
defend any such claim, and for that purpose shall, if required hy the Morigagee, employ
solicitors nominated by the Mortgagee and co-operate fully with the Mortgagee and the
nominated solicitors in the conduct of such defence;

{© other than as specified in clause 2(b) and clause 4, the Agent shall not, without the prior
written consent of the Mortgagee, compromise or settle or make any admission in regard
to any claim or liability to which such indemnity extends; and
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(d

the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant to the discretion conferred by clauses 2(b) and 4 within one month of the saime
being admitted incurred or paid (as the case may be).

7. Limit of Liability

(@

(®)

{c)

(@

(e

(ﬂ

(h)

The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trusi), pursuant to a custody agreement between the
Mortgagee and LM Investment Management Limiited (ACN 077 208461) (the
Responsible Entity) dated 4 Februaty 1999 (Cuistody Agreement) and in no other capacity.

Aliability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which:it.can be satisfied out of property of the
Trust out of which the Mortgagee s actually indeminified for the Hability. This limtitation
of the Mortgagee's liability applies despite any other pfovision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with any
Tepresentation, wartanty, conduct, omission, deed or-transaction related to this Deed.

A party to this Deed other than the Mortgagee may not sue the Mortgagee personally or
seek the appointment of a liquidator, administrator, receiver or siimilar person to the
Mortgagee or prove in any liquidation, administrtion or arranigement of or affecting the
Mortgagee.

The provisions of this clause 7 do not apply to any obligation or Hability of the Mortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgagee's fraud,
negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope
of the Mortgagee's obligations or powers under the Custody Agreement, must be
performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody Agreement
will not amount to a breach of or default under this Deed,

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its oblipations and powers
under the Custody Agreement is final and binding on all parties.

No attorney ar agent appointed in accordance with this Deed or otherwise has authority
to act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
liability and no act or omission of any such person will be considered fraud, negligence or
wilful default of the Mortgagee for the purpose of clause 7(d).
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(i) The Mortgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion,

) A failure by the Mortgagee to comply with, or a breach by the Mortgagee of any of, its
obligations under this Deed wil not be considered to be fraud, neghgence or wilful
default by the Mortgagee if the relevant failure or breach:

] arose as a result of a breath by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

i) was in accordance with a lawful court order or direction orotherwise required
by law.

) All of the terms, clauses and conditions of this Deed are subject to this clause 7.
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EXECUTED and delivered as 2 deed in Brisbane.

Each attorney executing this Deed states that he has ng notice of revocation or suspension of his power of

attorney.

Stgned Sealed and Delivered for The Trust
Company (PTAL} Limited (ACN 008 412
913) by its attorneys who state that they have no
notice of revocation of the power of attorney
dated 2 June 1993 and registered in the
Queensland Land Titles Office as Deating No,

The Trust Company (PTAL) Limited ACN 008 412 913
by its duly appointed attorney Geoffrey Funnel]
under Power of Attorney dated 12 July 2010

Registered No.., /3357222, ...

L664541F in the presence of: ’W\N \3&

Group A Attorney Signature GmUpBA?G-ezr Sguatwre - SOfTRY Funnelf
State Marfager (Corporate & Legai Servicas) (Qid)

Print Name Print Narne

Executed as a deed n accordance with
section 127 of the Corpgrations Act 2001 by.

; 4 A
Director Si N——"

ature Director/Secretary Signature
Mt S MG
Print Name | Print Name
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Date Ap Ao 20172~

TR
By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913) of
¢/~ Level 4, 9 Beach Roed, Surfers Paradise in the State of Queensland (the
Mortgages)
Witnesses as follows:
Recitals
TR
A Young Land Corporation Pty Ltd (ACN 102 989 686)) (the Company) of Level
i4, 50 Cavill Avenue, Surfers Paradise in the state of Queensland Australia is
indebted to the Mortgagee.
B The Mortgagee holds a Fixed and Floating Charge given by the Company dated 21

June 2004 and registered with thé Australian Securisies and Investments
Commission as charge no. 1057997 (the Cliarge), \mder which the Company
charged the Secured Property (as that term is defined in the Charge) (the Charged
Froperty) to secare the payment to the Mortgagee of the Money Secured (as that

term is defined in the Charge).

C In the events which have happened the security constituted by the Charge has
become enforceable,

D By virtue of the powers in the Charge, the Mortgages is entitled to appoint any

person or persons to be the agent of the Mortgagee 10 exercise any of the rights,
powers and remedies exerciseable by the Mortgages pursuant to the Charge, and
the Mortgagee wishes to exercise this power.

Accordingly:

1. The Mortgagee appoints LM Investment Maragement Limited (ACN 077 208 461) to be the
agent {the Agenr) of the Mortgagee, to exercise all rights, powers, privileges, benefits, discretions
and authorities confetred on the Morigages under and pursuant to the Charge and by law.

2, The Mortgagee reserves the right at any time to:

(2) revoke the Agent's appointment;
) impose conditions or restrictions on the terms of appointment of the Agent; or

© appoint an additional or a replacement agent in place of the Agent.

3. This appointment of the Agent shall take effect from the actual time it is accepted by the Agent
signing below.
4, Limit of Liabiity

4.1 The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Frust), pursuant to a custody agreement between the
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42

4.3

44

4.3

4.6

4.7

4.8

49

4.10

Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the Respensible
Enfity) dated 4 February 1999 (Custody Agreement) and in no other capacity.

A liability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which if can be satisfied out of property of the
Trust out of which the Mortgages is actually indemnified for the lighility, This limitation
of the Mortgagee's lisbility applies despite any other provision of this Deed and extends to
all tisbilities and obligations of the Mortgagee in any way connected with any
representation, warranty. conduct, ontission, deed or transaction related to this Deed.

A porson other than the Mortgagee may not sue the Mortzapee personally or seek the
appointment of a liquidator, administrator, receiver or similar person to the Mortgegee or
prove in any liquidation, administration or arrangement of or affecting the Mortgagee,

The provisions of this clause 6 do not apply to any obligation or liability of the Mortgagee
tos the extent that it is not satisfied becanse under the Trust's trost doed, the Costody
Agreement, of by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, az a result of the Mortzagee's fraud,”
negligence or witful defeuit.

Despite any other provigion in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond the
scope of the Mortgagee's obligation or powers under the Custody Agreament, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope of
the Mortgagee's obligations or powers under the Custody Agreement, must be performed
by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perform an obligation which it deterntines is either
inconsistent with or beyond its powers and obfigations under the Custody Agreement wil]
not amovmt to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Castody Agreement is final and binding on 2!l parties,

No aitorngy o agent appointed in accordance with this Deed or atherwise has authority to
act on behalf of the Mortgagee in a way which exposes the Morigages to any personal
Hability and no act or omission of any such person will be considered frand, negligence or
wilful defauit of the Mortgagee for the purpose of clause 6.4.

The Mortgagee is not obliged (o do or refrain from doing anything under this Deed
(including incur any liebility) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion,

A failure by the Mortgagee to comply with, or 2 breach by the Mortgagee of any of, its
obligations under this Deed will not be considered to be fraud, negligence or wiiful default
by the Mortgagee if the relevant faslare or breach:

(@) arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such breach)
is a precondition to the Mortgagee performing the said obligation; or
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(b) was in accordance with a lawfuil court order or direction or otherwise required by
law.

4.11 Al ofthe terms, clauses and conditions of this Deed are subject to this clause 6.

5. This Deed may be signed in any number of counterparts with the same effect as if the signatures to
each counterpart wera on the same instrument.
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EXECUTED and delivered as & deed in Brisbane,

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of
atorney.

The Trust Company {PTAL) Limited ACN 008
412 913, by its Attorney who siates that he/she has
had 10 votice of revocation of the Power of
Attorney dated 12 Jnly 2010:

W/rAassSs  yCRISKODRAS Attomey

Trent Franklin
Bfannper Prapacty and imfrestniciure Custody Sandces

The Agent accepts the above appointment at the time and on the date written below:
Dete Accepted:
Time Accepied:

Executed as a desd in accordance with
section 127 of the Corporations Act 2007 by
LM Investment Management Limj

(ACN Q77 208 461);
Diract;r Signature
JET2R cffaritrS PRmits

Print Name Prim’ﬁame

Pags 4
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Date &Ja Novadae ~ 012
R
By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913) of
c/- Level 4, 9 Beach Road, Surfers Paradise in the State of Queensland (the
Mortgagee)
Witnesses as follows:
. Recitals
A Young Land Corporation Pty Ltd (ACN 102 989 686)) (the Company) of Level
14, 50 Cavill Avenue, Surfers Paradise in the state of Queensland Australia is
indebted to the Mortgagee.
B The Mortgagee holds a Fixed and Floating Charge given by the Company dated 21

June 2004 and registered with thé Australian Securities and Investments
Commission as charge no. 1057997 (the Charge), under which the Company
charged the Secured Property (gs that term is defined in the Charge) (the Charged
Property) to secure the payment to the Mortgagee of the Money Secured (as that
term is defined in the Charge). ‘

In the events which have happened the security constituted by the Charge has
become enforceable,

By virtue of the powers in the Charge, the Mortgagee is entitled to appoint any
person or persons to be the agent of the Mortgagee to exercise any of the rights,
powers and remedies exerciseable by the Mortgagee pursuant to the Charge, and
the Mortgagee wishes to exercise this power.

Accordingly:

1.

The Mortgagee appoints LMV Investment Management Limited (ACN 077 208 461) to be the
agent (the Agens) of the Mortgagee, to exercise all rights, powers, privileges, benefits, discretions
and authorities conferred on the Mortgagee under and pursuant to the Charge and by law.

The Mortgagee reserves the right at any time to:

(a) revoke the Agent's appointment;
(b) impose conditions or restrictions on the terms of appointment of the Agent; or
(c) appoint an additional or a replacement agent in place of the Agent.

This appointment of the Agent shall take effect from the actual time it is accepted by the Agenf
signing below.

Limit of Liability
4.1 The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trusf), pursuant to a custody agreement between the
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42

4.3

4.4

4.5

4.6

4.7

48

4.9

4.10

Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the Responsibie
Entity) dated 4 February 1999 (Custody Agreement) and in no other capacity.

A liability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust out of which the Mortgagee is actually indemnified for the Liability. This limitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduct, omission, deed or transaction related to this Deed.

A person other than the Mortgagee may not sue the Mortgagee personally or seck the
appointment of a liquidator, administrator, receiver or similar person to the Mortgagee or
prove in any liquidation, administration or arrangement of or affecting the Mortgagee.

The provisions of this clause 6 do not apply to any obligation or liability of the Mortgagee
to the extent that i is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgagee's frand,
negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond the
scope of the Morigagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope of
the Mortgagee's obligations or powers under the Custody Agreement, must be performed
by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody A preement will
not amount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise bas authority to
act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personat
liability and no act or omission of any such person will be considered fraud, negligence or
wilful default of the Mortgagee for the purpose of clause 6.4.

The Mortgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liability is limited in the manner
satisfactory to the Morigagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breach by the Mortgagee of any of, its
obligations under this Deed will not be considered to be fraud, negligence or wilfi1l defauit
by the Mortgagee if the relevant failure or breach:

(a) arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such breach)
is a precondition to the Mortgagee performing the said obligation; or
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(b) was in accordance with a lawful court order or direction or otherwise required by
law,

411 All of the terms, clauses and conditions of this Deed are subject to this clause 6.

5. This Deed may be signed in any number of counterparts with the same effect as if the signatures to
each counterpart were on the same instrument.
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EXECUTED and delivered as a deed in Brishane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney.

The Trust Company (PTAL) Limited ACN 008
412 913, by its Attorney who states that he/she has
had no notice of revocation of the Power of
Attorney dated 12 July 201¢:

Attorney

The Agent accepts the above appointment at the time and on the date written helow:

Date Accepted:
Time Accepted:

Executed as a deed in accordance with
section 127 of the Corporations Act 2001 by
LM Investment Management Limi

(ACN 077 208 461
Direthr Signat:ﬂre Director/Sec Signature

Pl cfaries Dentte  E UAw Dee th ye
Print Name Print’ﬁame
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Young Land Corporation Pty Ltd (ACN 102 989
686)

The Trust Company (PTAL) Limited

LM Investment Management Limited
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Date

Recitals

A

o NOwandsr 2012

By this Deed Poll The Trust Company (PTAL) Limited (ACIN 008 412 913)
of ¢/~ Level 4, 9 Beach Road, Surfers Paradise in the State of Queensland (the
Movigagee)

Witnesses as foliows:

Young Land Corporation Pty Ltd (ACN 102 989 686) (the Company) of
Level 14, 50 Cavill Avente, Surfers Paradise in the state of Queensland Australia
is indebted to the Morigagee.

The Mortgagee holds a Fixed and Floating Charge given by the Company dated
21 June 2004 and registered with the Australian Securities and Investments
Commission as charge no. 1057997 {the Charge), under which the Company
charged the Secured Property (as that term is defined in the Charge) (the
Charged Property) to secure the payment to the Mortgagee of the Money Secured
{as that term is defined in the Charge).

In: the events which have happencd the security canstiruted by the Charge, the
First Mortgage has become enforceable.

By a Deed of Appointment of Agent dated 2012 (the Deed of
Appointment), the Mortgagee has determined to appoint the Agent 1o be the agent
of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on the condition that
the Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do
50) in the manner provided in this Deed.

IT IS AGREED 25 follows:

1. Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemnify the Agent
againist liabilities for or arising out of all actions, proceedings, claims, suits and demands, and all
payrnents, costs and expenses (all included in the word Liabilities) incurred by the Agent in or
arising out of the due exercise or purported exercise of any of the rights, powers, discretions or
aathorities vested or purported 1o be vested in the Agent by virtue of the Deed of Appointment, or
otherwise incurred or to be incurred in the due course of the conduct of the Agency, incl uding
specifically:
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(a) all Liabilities arising out of any defect in the Charge, the First Mortgage or any invalidity
or unenforceability of the Charge, the First Mortgage or the appointment pursuant to the
Deed of Appointment;

) all Liabilitics consequent upon any bana fide mistake, ormission, oversight, error of
Judgment or want of prudence on the part of the Agent;

(© alt Liabilities incurred or threatened in respect of 2ny matter or thing done or ornitted to
be done by the Agent in exercise or purported exercise of the Agent's rights, powers,
discretions or authorities in the Agency; and

(d) all Liabilities and obligations of any nature incurred by the Agent in the course of or
directly or indirectly resulting from the Agency.

Exclusions from Indemnity

The indemnity in the preceding clause shall not extend to:

(a) any liability arising out of the wilful default, dishonesty or gross negligence of the Agent
or any of the Agent's agents or eraployees in the performance or exercise or purported
performance or exercise of the Agent's tights, powers, discretions or authorities or as 2
resule of the Agent or the Agent’s agent or employess knowingly exceeding the scope of
the Agent’s rights, pawers, discretions and authorities; or

(b) any liability admitted by the Agent without the prior written consent of the Mortgagee,
other than any liability incurred by the Apent in the ordinary course of the buginess of the
Mortgagor.

Expenses and Fees

The Mortgagee shall pay to the Agent all reasonable charges, costs, fees and expenses payable to or
incurred by the Agent in relation to the Agency, to the extent to which the Agent does not apply
moneys available to it as such Agent for that purpose, and the Agent is entitled to claim a Jien over
the Charged Property, the First Mortgaged Property in respect of all amowmts referred to in this
clause,

Emergency Preference Payments

Notwithstanding the provisions of the Charge, the First Mortgage, the Mortgagee (so far as itis
competent to do so but not otherwise) authorises the Agent to apply the whole or any part of any
moneys coming into the Agent's contro! in the Agency in payment of claims of ereditors of the
Mortgagor (whether those claims have priority over the claims of the Mortgagee or not) if, in the
reasonable opinion of the Agent, it is necessary to make such payment to protect the guodwill or
other assets of the Mortgagor.
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%  Warranties

The Agent warrants to the Mortgagee that at the time of execution of this Deed, the Agent had not

received 4ny claim in respect of the liability to which the indemnity contained in clause 1 exterds

or netice of any such clainy, and the Agent is not aware of any circurnstances in respect of which
any stch claim is threatened or apprehended.
6. Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

{2) in the event of any claim being threatened or received in respect of any Liability o which

) the indemnity in this Deed extends, the Agent shall immediately notify the Mortgagee in
writing, and shall furnish the Mortgagee with all information available to the Agent in,
refation o such claim;

(b) i£ 50 requested by the Mortgagee, the Agent shall (at the expense of the Mortgagee)
defend any such claim, and for that purpose shall, if required by the Mostgagee, employ
solicitors nominated by the Mortgagee and co-operate fully with the Mortgagee and the
norninated solicitors in the conduct of such defence;

() ather than as specified in clause 2(b) and clause 4, the Agent shall not, without the prior
written consent of the Morigagee, compromise or settle or make any admission in regard
to any claim or liability to which such indemnity extends; and

(d the Agent shall give full details to the Moregagee of all lizbilities admirted or debts paid
pursuant to the discretion conferred by clauses 2(b) and 4 within one month of the same
being admitted incurred or paid (as the case may be).

7. Limit of Liability

(2) The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trust), pursuant to a custody agreement between the
Mortgagee and LM Investment Managemem Limited (ACN 077 208 461) (the
Responsible Entity) dated 4 February 1999 {Custody Agreement) and in no other capacity.

{b) A liability arising under or in connection with this Deed is iimited to and can be enforged
against the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust out of which the Mongagee is actually indemnified for the liability. This limitation
of the Mortgagee's fability applies despite any other provision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with amy
representation, warranty, conduct, omission, deed or ransaction related to this Deed,

{c) A party to this Deed other than the Mortgagee may not sue the Mortgagee personally or
seck the appointinent of a tiquidator, administrator, receiver or sitnilar person to the
Mortgegee or prove in any liquidation, administration ar arrangement of or affecting the
Mortgagee.
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()

(&

4]

)

(1)

©)

(k)

The provisions of this clause 7 do not apply to any obligation or liability of the Mortgagze
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there 1 a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, a5 a result of the Mortgagee's fraud,
negligence or wiiful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the exrent that it is beyond the scope
of the Mortizagee’s obligations or powers under the Custody Agreement, must be
performed by the Trust and not by the Mortgagee.

Any failure by the Morigagee to perform an obligation which it determines is either
ingonsistent with or beyond its pewers and obligations under the Custody Agreement
will not amount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with ot beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
10 act on behalf of the Mortgagee in 2 way which exposes the Mortgagee to any personal
liability and no act or ornission of any such person will be considered fraud, licgl_igcncc or
wilful default of the Mortgagee for the purpose of clavse 7(d).

The Mortgagee is not obliged to do or tefrain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liabikity is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Montgagee to comply with, or a breach by the Mortgagee of any of, its
obfigations under this Deed will not be considered to be fraud, negligence or wilful
default by the Mottgagee if the relevant filure or breach:

(i) arose a5 aresult of a brea;ch by a person other than the Mortgagee where the
performance of the action {the non-performance of which gave rise to such
breachy) is a precondition to the Mortgagee performing the said obligation; or

(i) was in accordance with a lawful court order or direction or otherwise required
by law.

All of the terms, clauses and conditions of this Deed are subject to this clause 7.

Page 4

339




Agents Indemnity

EXECUTED and delivered as a deed.

Each artorney executing this Deed states that he has no notice of revocation or suspension of his power of

attorney.

The Trust Company (PTAL) Limited ACN 008
"412 913, by ixs Artorney who states that he/she
bas had no notice of revocation of the Power of
Attorney dated 12 July 2010:

-
g
e

o

W iTngesy ViCKi SKODRAS

Executed as a deed in accordance with
section 127 of the Corporations Act 2001 by
LM Investment Management Li
{ACIN 077 208 4613

“

Astorney

Trant Franklin

Mansner Propoiy snt infrastructure Cusledy Senvoes

L9} Loy o
Director Signature

fc—-ra_-fr'_ AMeletr DM

Print Name
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Young Land Corporation Pty Ltd (ACN 102 989
686)

The Trust Company (PTAL) Litmited
LM Investment Management Limited
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Date

Recitals

A

20 Nouvedser 2012

By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913)
of ¢/~ Level 4, 9 Beach Road, Surfers Paradise in the State of Queensiand {the
Mortgagee)

Witnesses as follows:

Young Land Corporation Pty Ltd (ACN 102 989 686) (the Company) of
Level 14, 50 Cavilli Avenue, Surfers Paradise in the state of Queensland Australia
is indebted to the Mortgagee.

The Mortgagee holds a Fixed and Floating Charge given by the Company dated
21 June 2004 and registered with the Australian Securities and Investments
Commission as charge no. 1057997 (the Charge), under which the Company
charged the Secured Property (as that tefm is defined in the Charge) (the
Charged Property) to secure the payment to the Mortgagee of the Money Secured
(as that term is defined in the Chargg).

In the events which have happened the security constituted by the Charge, the
First Mortgage has become enforceable.

By a Deed of Appointment of Agent dated 2012 (the Deed of
Appointment), the Mortgagee has determined to appoint the Agent to be the agent
of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on the condition that
the Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do
s0) in the manner provided in this Deed.

IT IS AGREED 15 follows:

1. Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemnnify the Agent
against liabilities for or arising out of all actions, proceedings, claims, suits and demands, and all

payments, costs and expenses (all included in the word Liabilities) incurred by the Agentinor

arising out of the due exercise or purported exercise of any of the rights, powers, discretions or
authorities vested or purported to be vested in the Agent by virtue of the Deed of Appointment, or

otherwise incurred or to be incurred in the due course of the conduct of the Agency, including

specifically:
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{2

(b)

(©

(d)

all Liabilities arising out of any defect in the Charge, the First Mortgage or any invalidity
or unenforceability of the Charge, the First Mortgage or the appointment pursuant to the
Deed of Appointment;

all Liabilities consequent upon any bona fide mistake, omission, oversight, error of
judgment or want of prudence on the part of the Agent;

all Liabilities incurred or threatened in respect of any matter or thing done or omitred to
be done by the Agent in exercise or purported exercise of the Agent's rights, powers,
discretions or authorities in the Agency; and

all Liabilities and obligations of any nature incurred by the Agent in the course of or
directly or indircetly resulting from the Agency.

Exclusions from Indemnity

The indemnity in the preceding clause shall not extend to:

(@

(®)

any liability arising out of the wilful default, dishonesty or gross negligence of the Agent
or any of the Agent's agents or employees in the performance or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as a
result of the Agent or the Agent's agent or employees knowingly exceeding the scope of
the Agent's rights, powers, discretions and authorities; or

any hability admitted by the Agent without the prior written consent of the Mortgagee,
other than any liability incusred by the Agent in the ordinary course of the business of the

Mortgagor.

Expenses and Fees

The Mortgagee shall pay to the Agent all reasonable charges, costs, fees and expenses payable to or
incurred by the Agent in relation to the Agency, to the extent to which the Agent does not apply”
moneys available to it as such Agent for that purpose, and the Agent is entitled to claim a lien over
the Charged Property, the First Mortgaged Property in respect of all amounts referred to in this

clause.

Emergency Preference Payments

Notwithstanding the provisions of the Charge, the First Mortgage, the Mortgagee (so far as it i

competent to do so but not otherwise) authorises the Agent to apply the whale or any part of any

moneys coming into the Agent's control in the Agency in payment of claims of creditors of the
Mortgagor (whether those claims have priority over the claims of the Mortgagee or not) if; in the

reasonable opinion of the Agent, it is necessary to make such payment to protect the goodwill or

other assets of the Mortgagor.
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5.  Warranties

The Agent warrants to the Mortgagee that at the time of execution of this Deed, the Agent had not

recetved any claim in respect of the hiability to which the indemnity contained in clause 1 extends

or notice of any such claim, and the Agent is not aware of any circumstances in respect of which
any such claim is threatened ot spprehended.
6. Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

(2 in the event of any claim being threatened or received in respect of any liability to which

‘ the indemnity in this Deed extends, the Agent shall immediately notify the Mortgagee in
writing, and shall furnish the Mortgagee with all information availahle w the Agent in
relation to such claim;

{b) if so requested by the Mortgagee, the Agent shall (at the expense of the Mortgagee)
defend any such claim, and for that purpose shall, if required by the Mortgagee, employ
solicitors nominated by the Mortgagee and co-operate fully with the Mortgagee and the
norinated solicitors in the conduct of such defence;

{© other than as specified in clause 2(b) and clause 4, the Agent shall not, without the prior
written consent of the Mortgagee, compromise or settle or make any admission in regard
to any claim or liability to which such indemnity extends; and

(d) the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant to the discretion conferred by clauses 2(b) 2nd 4 within one month of the same
being admitted incurred or paid (as the case may be).

7. Limit of Liability

@ The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trust), pursuant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the
Responsible Entity) dated 4 February 1999 (Castody Agreement) and in no other capacity.

(b) A liability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust out of which the Mortgagee is actually indemnified for the lability. This limitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduct, omission, deed or transaction related to this Deed,

{c) A party to this Deed other than the Mortgagee may not sue the Mortgagee personally or

seck the appointment of a liquidator, administrator, receiver or similar person to the
Mortgagee or prove in any liquidation, administration or arrangement of or affecting the
Mortgagee.
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{d)

()

O

&

(h)

)

)

(k)

The provisions of this clause 7 do not apply to any obligation or liability of the Mortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agrecment, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgagee's fraud,
negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed uporn: the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistenicy or to the extent that it is beyond the scope
of the Mortgagee's obligations or powers under the Custody Agreement, must be
performed by the Trust and not by the Mortgagee. -

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody Agreement
will not arnount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
to act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
liability and no act or omission of any such person will be considered fraud, negligence or
wilfu] default of the Mortgagee for the purpose of clause 7(d).

The Mortgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liabilicy) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or 2 breach by the Mortgagee of any of, its
obligations under this Deed will not be considered to be fraud, negligence or wilful
default by the Mortgagee if the relevant failure or breach:

O arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

@D was in accordance with a lawful court order ot direction or otherwise required
by law.

All of the terms, clauses and conditions of this Deed are subject to this clause 7.
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EXECUTED and delivered as 2 deed.

Each avtorney executing this Deed states that he has no notice of revocation or suspension of his power of

attorney.

The Trust Company (PTAL) Limited ACN 008
412 913, by its Attorney who states that he/she
has had no notice of revocation of the Power of
Attorney dated 12 July 2010:

Attorney
Executed as 2 deed in accordance with
section 127 of the Corporations Act 2001 by
LM Investment Management Li
{ACN 077 208 461x
Lo L *—-'/
Director Signature Director/Secre
PéTee UMales DR &, VA Qg Hove
T
Print Name

%ame
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Deed of termination of controllers

The Trust Company (PTAL) Limited ACN 008 412 913
Mortgagee

LM investment Management Limited ABN 68 077 208 461 (In Liquidation)

(Receivers and Managers Appointed)
Controller

Clayton Utz

Lawyers

Level 18 333 Collins Straet
Melbourne VIC 3000
GPO Box 2808

Meibouma VIC 3001

DX 38451 333 Collins VIC
Tel +81 3 9286 6000
Fax +5139620 8488
www.claytonutz.com

Our refarence 17306/181268/80148434
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Deed of termination

Date 2014
Parties The Trust Company (PTAL) Limited ACN 008 412 913
Level 15, 20 Bond Street, Sydney, NSW 2000 (Mortgagee)
LM investment Management Limited ABN 68 077 208 461 (In Liquidation)
(Receivers and Managers Appointed}
C/- FTi Consulting, 22 Market Street, Brisbane QLD 4000 {Controlier)

Background

A, Pursuant to the Deeds of Appoiniment, the Mortgagee appointed the Controller as the
controlter of the Assets.

B. The parties now wish to terminate the appointment of the Controller under the Deeds of
Appointment and release the Mortgagee with respect to its obligations under the Deeds of
Indemnity.

C. This deed sets out the terms and conditions relating to this termination,

Operative provisions

1. Definitions and Interpretation

In this deed, uriless the contrary intention appears:

(a)

{b)
(c)

(d)

(e)
(f)

@

(k)

Appointment means the appointments of the Controller under the Deeds of
Appointment;

Assets means the assets as more accurately described in Schedule 1:

Deeds of Appointment means the deeds of appeintment as more acourately
describad in Schedule 1;

Deeds of Indemnity means the deeds of indemnity as more accurately described
in Schedule 1;

Effective Time means 9.00am (Brisbane tims) on 25 September 2014;

Notice means the notice of termination from the Mortgagee to the Controller dated
17 September 2014, '

a reference to a document inciudes all amendments or supplements to, or
replacements or novations of, that document:

a referance to a party, clause, annexure or schedule is a reference to a party,
clause of, annexure and schedule to this deed:

words importing the singular include the plural and vice versa and words importing
a gender inciude any gender;

words importing persons include all bodies and associations, corporate and
unincorporated, and vice versa;

each party includes its successors;

L\313421104.2

349




U]

(m)

headings are included only for convenience and do not affect the interpretation of
this deed; and

reference to any statute, regulation, praclamation, ordinance, or by-law includes aji
statutes, regulations, proclamations, ordinances or by-laws varying, consoiidating or
repiacing them, and a reference to 2 statute includes all regulations, proclamations,
ordinances and by-laws issued under that statute.

2. Mortgagee's Limitation of Liability

(a)

(b}

(e}

(d)

(e)

(f)

The Mortgagee enters Into this Deed only in its capacity as mortgages and as
custodian of the LM First Mortgage Income Fund ARSN 089 343 288 (the “Trust"),
pursuant to a custody agreement between the Mortgagee and LM Investment
Management Limited ACN 077 208 461 (Recelvers and Managers Appointed)(in
Liquidation} (the “Responaible Entity”) dated 4 February 1999 and es amended
from time to time (“Custody Agreement”) and in no other capacity.

The parties other than the Mortgagee acknowiedge that the Obligations are
incurred by the Mortgagee solely in its capacity as a mortgagee of the Assets of the
Trust and as custodian of the Trust and that the Mortgagee will cazse fo have any
obligation under this deed if the Mortgages caases for any reason to be Mortgagee
of the essets of the Trust.

Subject to the provisions of clause 2(f), the Mortgagee will not be liable to pay or
satisfy any Obligations except to the extent to which it is indemnitied by the
Responsible Entity or except out of the Assets against which it is entitled to be
indemnified in respact of any liability incurred by it. The obligation of the
Responsible Entity to indemnify the Mortgagee and the right of the Mortgagee to be
indemnified out of the Assets are limited.

The parties other than the Mortgagee may enforce their rights against the
Mortgagee arising from non-performance of the Obligations only to the extent of the
Mortgagee’s indemnity as provided abovs in clause 2(c).

. If any party other than the Morigagee does not recover all money owing to it arising

from non-performance of the Obkigations it may not seek to recover the shortfall by:
m bringing preceedings against the Mortgagee in its personat capacity; or

(i applying fo have the Mortgagee wound up or proving in the winding up of
the Mortgagea,

Subject to the provisions of clause 2(g), the parties other than the Morigagee wajve
their rights and release the Mortgagee from any personal lability whatsoever, in
respect of any loss or damage:

{i} which they may suffer as a result of any:
A. breach of the Mortgagee of any of ity Obligations; or
B. non-performance by the Mortgagee of the Obligations: and

(i} which cannot be paid or satisfied from the indemnity set out above
clause 2{(c}, in respect of any liability incurred by it.

The parties other than the Mortgagee acknowledge that the whole of this deed i
subject to this clause and the Mortgages shall in no circumstances be required to
satisfy any liability arising under, or for nan performance or breach of any
Obligations under or in respect of, this deed or under or in respect of any other
document to which it is expressed ta be a party out of any funds, property or assets
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(h)
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)

other than to the extent that this deed requires satisfaction out of the Assets of the
Trust under the Mortgagee's control and in its possessicn as and when they are
available to the Morigages to be appiied in exoneration for such liability under the
terms of the cusiody deed between the Responsible Entity and the Mortgagee
PROVIDED THAT if the liabllity of the Martgagae is not fully satisfied out of the
assets of the Trust as referred to In this clause, the Mortgagee will be liable to pay
out of its own funds, property and assets the unsatisfied amount of that liability but
aonly to the extent of the fotal amount, if any, by which the assets of the Trust have
been reduced by reasons of fraud, negligence or breach of the custody deed
between the Mortgagee and Responsible Entity in the performance of the
Mortgagee’s duties.

The parties acknowledge that the Responsible Entity is responsible under its
constitution for performing a variety of obligations relating to the Trust. The parties
agree that no act or omission of the Morigagee (including any related faiture to
satisfy any Obligations) will constitute fraud, negligence or breach of duty of the
Mortgagee for the purposes of clause 2(g) to the extent to which the act or omigsion
was caused or contributed to by any failure of the Responsible Entity of any other
person or fulfli its obligations relating to the Trust or by any other act or omission of
the Responsible Entity or any other person.

No attomey, agent cr other person appointed in accordance with this deed has
authority to act on behaif of the Mortgagee in a way which exposes the Morigagse
to any personal liability and no act or omission of such a person will be considered
fraud, negligence or breach of duty of the Mortgagee for the purposes of ciause
21)(g)-

In this clause the "Obligations” means all obligations and Habiltties of whatever kind
undertaken or incurred by, or devolving upon, the Mortgagee under or in respect of
this deed, "Assets” includes all assets, property and rights real and personal of any
vaiue whatsoever of the Trust that are the subject of the Securities, "Trust"” means
the LM First Mortgage Income Fund and "Responsible Entity" means LM
Investment Management Limited (Receivers and Managers Appointed) (In
Liquidetion) (ACN 077 208 481) or any replacement responsible antity of the Trust
from fime fo time.

Termination of Appointment

(a)

(b)

Pursuant to clause 2(a) of each of the Deeds of Appointment tha Mortgegee
terminates each Appointment of the Controller as the controiter of the Assats on
and from the Effactive Time. .

The Controller acknowledges and accepts the termination of the Appointment with
effect on and from the Effective Time. .

Mortgagee Release

(a)

(b)

Subject to clause 4{b}, with effect on ana from the Effactiva Time, the Contralier
unconditionelly and irrevocably releases and discharges the Morigagee from the
Deeds of Indemnity.

For the avoidence of doubt, nothing in this deed affects any accrued rights and
obligations which the Maortgagee has with respect to the Controfler under the Deeds
of Indemnity arising prior to the Effective Time (including any claim by the Controllar
under clause 3 of the several Deeds of indemnity).
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5. Further Assurances

The parties agrea that they will each do all other things necessary and sign all other necessary
documents to:

()
(b)

terminate the Appointment;

confer upon and vest in the Mortgagee or the Morigagee's agent appointed in
substitution for the Controller, on and from the Effective Time, possession and
control of:-

(i) the Assets;

(i all books and records (whether kept in tangible or intangible form) heid
or created by the Controller or its liguidators in relation to the
Appeintment; and

(i) any and all bank accounts operated or maintained by the Controller or its
liquidators for the purpases of the Appointment,

6. General
{a) This deed is governed by the laws in force in Queensiand and each party

(b)

(c)
(d}
(e)

(f)

irevocably submits to the non-exclusive jurisdiction of the cousts of Queensland.
Any provision of or the application of any provision of this deed:

{i) which is prohibited in any jurisdiction is, in that jurisdiction, ineffective
anly to the extent of that prohibition; and

(i) which is void, lllegal or unenforceable in any jurisdiction does not affect
the validity, legality or enferceability of that provision in any other
provision or of the remaining provisions in that or any other jurisdiction.

This deed binds and enures to the benefit of the successors of the parties.

This deed supersedes all previous agreements in respect of its subject matter.

This deed may be executed in any number of counterparts each of which shall be
considerad an original.

Where any clause in this deed is void, illegal or unenforceable, it may be severed
without affecting the enforceability of the other clauses in this deed.
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Schedule 1 - List of Appointments

Asset Deed of Appointment Deed of Indemnity

Bridgewater Lake Estate | Dead of appointment betwean Deed of indemnity between

Pty Limited ACN 086 203 | Permanent Trustes Australia Permanent Trustee Australia Limited
787 {in Liguidation) Limited ACN 008 412 913 and ACN 008 412 913 and LM

{Controller Appointed)

LM Investment Management

Limitad ACN 077 208 461 dated 1

Aptil 2010.

investment Management Limited

ACN 077 208 461 dated 1 April 2010.

Pinevaie Villas Morayfield
Pty Ltd ACN 116 192 780
{in Liquidation)
{Confroller Appointed)

Deed of appointment between

The Trust Company (PTAL)

Limited ACN 008 412 913 and

LM Investment Management
Limited ACN 077 208 481 (in
Liquidation} (Recsivars and

Managers appointed) dated 21

January 2014,

Deed of indemnity betwaen The
Trust Company (PTAL) Limited ACN
008 412 913 and LM Investment
Management Limited ACN 077 208
461 (in Liguidation) (Receivers and
Managers appointed) dated 21
January 2014.

Redland Bay Leisure Life
Pty Ltd ACN 108 832 818
(in Liquidation)
(Controllers Appointed)

Deed of appointment belween

The Trust Company (PTAL)

Limited ACN 008 412 213 and

LM investrnent Management

Limited ACN 077 208 461 dated 9

February 2011.

Daed of indemnity betwaen The
Trust Company (PTAL) Limitad ACN
008 412 913 and LM Investment
Management Limited ACN 077 208
461 dated @ February 2011.

Redland Bay Leisure Life | Deed of appointment between Deed of indemnity between The
Davelopment Pty Ltd The Trust Company (PTAL) Trust Company (PTAL) Limited ACN
ACN 112 002 383 (in Limited ACN 008 412 913 and 008 412 813 and LM Investment

Liquidation} (Controllers
Appointed)

LM Investrment Management

Limited ACN 077 208 461 dated 8

February 2011.

Management Limited ACN 077 208
481 dated 8 February 2011.

OVST Pty Limited ACN
103 216 771 {in
Liquidation) {Controllers
Appointed)

Deed of appointrment between

The Trust Company (PTAL)

Limited ACN 008 412 913 and

LM Investmant Managemeant

Limited ACN 077 208 461 dated

Deed of indemnity betwsan The
Trust Company (PTAL}) Limited ACN
008 412 913 and LM Investment
Management Limited ACN 077 208
481 dated 29 October 2010.

28 October 2010.
Cameo Estates Lifestyle | Deed of appointment hetween Deed of indemnity between The
Villages {Launceston) Pty | The Trust Company (PTAL) Trust Company (PTAL) Limited ACN
Ltd ACN 098 955 296 Limited ACN 008 412 913 and 008 412 913 and LM Investment -

(Receivers and Manager
Appointed) {Controilers
Appointed)

LM Investment Management

Limited ACN 077 208 461 dated 8

February 2011.

Management Limited ACN 077 208
461 dated 9 February 2011,

Executed as a deed.
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Signed sealed and delivered for and on behalif
of The Trust Company (PTAL) Limited ACN
008 412 913 by its duly appointad attomey
pursuant to Power of Attorney Registered Book
4594 No 26 dated 12 July 2010 in the presence
of:

CLAYTON LTz

R

Signat i witness

Shane Johnstone

Signature of attorney ¢} have no notice of
revocation of the power of attorney under which
i 5ign this document)

Tront Franklin
Maneger Property and Infrastructure Custody Services

Name of witnass {piaase print)

Executed by LM Investment Management
Limited ABN 68 07T 208 461 (In Liquidation)
{Receivers and Managers Appointed) by its
joint and severai liquidator in the presence of:

Name of attomey {please print)

wiere

Sigéure oi witness

Prtitierd  FLyNN

Signature of liquidator

John Richard Park

Full name of witness

Full name of liquidator
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MEMORANDUM

FROM

tan Niccol DATE 26 May 2014

PROJECTREF  LMINMANO1

SUBJECT L4 First Mortgage Income Fund: Consideration of FTI Consulting request dated 12
March 2014

1. Executive Summary

1.1 The FTI Consulting letter dated 12 March 2014 (FTI Letter) requests payment of invoices for

1.2
+
+
4
1.3
1.4
1.5
+*

remuneration-and expenses incurred for the period 19 Marchto 31 December 2043.
The FTI Letter categonses remuneration, fees and expenses into the following categories:

Category 1 - remuneration and expenses for tasks:incarred which were specific o the LM
FMIF; and

Category 2 - remuneration Incurred for tasks categorised as 'general rasponsitile entity
work"which has been charged and allocated across the schemes of which L is RE in
gccordance with the corresponding percentage of funds under managerment of the relevant
schemes; and

Cate’g_o:y's - remuneration incumed: for tasks specific to the FMIF controllerships.

The request made in the FTI Letter proceeds upon.the premise that "where work has been
undertaken in relation to [Scheme Property), the costs and expsnses. of the Admiin istration,
including the remuneration of the Administrators, the Liquidators and their staff, are payable from
those assets”.

While liquidators or administrators of corporate trustees may, in certain circumstances, be entitied
to reimbursement for remuneration and expenses from trust (or scheme) property, the position is
significantly rmoré complex given the nature of FTI's appointiment.

In order for us to be-satisfied that it is appropriate to pay FTl Consulting's invoices for
remuneration and expenses out of FMIF assets, we muist be satisfied:

as regards. the Category 1 remuneration and expenses, that:

- the administrators and/or liquidators have established an equitable lien exercisable
against the FMIF assets in accordance with the. principies identified by the High
Court of Australia in Re Universal Distributing Co Lid (in liq) (1933) 48 CLR 171
(Universal Distributing); or

- a Court, in the exercise of its Inherent equitable jurisdiction, has directed that the
administrators' and/or liquidators’ remuneration and expenses may be paid out of
FMIF assets; and

CLEAN A8-140526-LMINMANG1-FT) remuneration memorandum-HG (2)48-14D538 L1 INMANGAFHremureration-memarapdum-HG
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2.2

2.3
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as regards the Category 2 remuneration, that:

- LM as responsible entity of the FMIF incurred the remuneration (fees) in the
performance of its duties as RE of the FMIF for which itis entitled to indemnification
pursuant to the terms of the FMIF Constitution and that the proposed allocation and
apportionmant of remuneration.amongst the schemes of which LM is RE is
apprdpriate; or

- a Court has made orders or directions as regards the RE's entitlemeént to the
Category 2 remuneration and/or has determined that the allocation and
appottionment. of remuneration amorigst the schemes of which LM is RE is
appropriate.

Statutory and contractual sources of entitlement to fees, remuneration and indemnity for
disbursements

As a general statement, an administrator or liquidater of an insolvent company which acts as a
responsible entity (RE) does not have an ungualified right to reimbursement for remuneration and
expenses from scheme property. Rather, different principles apply fo:

the entitlément of an RE to fees and indemnification for such fees out of scheme property;

the entitiement of voluntary administrators and liguidators {o remuneration and indemnity for
disbursements .and expenses. from:the estate of the insolvent (RE) company; and

the entitlement of voluntary administrators and liquidators to reimbursementfrom trust
assets-(6r scheme property) for remunerafion and expenses incurred in relation to the
extemal administration of a cerporate trustee (or RE).

A RE i$ entitied to fees pursuant to section 601GA(2) of the Corporations Actand the constitution
of the relevant scheme of which the RE is responsible entify. Clause 18.3 of the FMIF consfitution
relevantly provides.that the;

"RE [LM] is entitled to receive out of the Scheme Property, a management fee of up to
5.5% per annuim (mclusrve of GST) of the nef fund value in relation to the performance
of its duties as detailed in its Constitution, the Compliance Plan and the Law.”

LM is expressly entitied to fees in relation to its performance of certain duties including the
winding up of the scheme (clause 18.4(K)).

A liquidator of a company, on the other hand, is entitled, pursuant to section 499(3) of the
Corporations Act, to such remuneration as is fixed either by the committee of inspettion of the
company or by resolufion of the creditors of that-entity. A voluntary administrator has an
equivalent statutory right to remuneration (sét out in section 449E of the Corporations Act).

A liquidator is also entitled to such remuneration as is approved by the Court on an application
under section 504 of the Corporations Act.

Disbursements incurred in the course of an administration or liquidation are incurred by an
administrator or liquidator as agent for the insolvent company, that is, they are an expense of the
corporate-entity. The administrator or liquidator has .a right of indemnity out of the company's
assets for payment of those expenses. Further, such expenses are accorded sfatutory priority
pursuant fo sections 556(1)(a) and (c) of the Corporations Act. Similarly, the remuneration of a
voluntary administrator or fiquidator, is afforded statutory priority in section 556(1)(de) of the
Carporations Act.
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Under section 501 of the Corporations Act in a voluntary winding up it is “the properly of a
company”that is to be applied in satisfaction of its fiabiiities. Importantly, therefore,

disbursements and remuneration incurred by an administrator or liquidator are payable out of the
assets of the insolvent company. Upon the administration or liquidation of a company which acts
as an.RE, section 601FH(b) of the Corporations Act provides that an-administrator or liquidator of
that RE is entitled to exercise the RE's rights to be indemnified out of scheme property.

Application of principles to the remuneration request made in the FTI Letter
Category 1 invoices

In terms of the remuneration and expenses in Category 1, those expenses {totalling
$1,706,919.32) are referable to tasks performed and. expenses incurred by the administrators ang
fiquidators of LM (aithough invoiced pursuant to invoices issued by LM bearing invoice numbers
"8978inv1 - B978inv7") (Category 1 invoices).

Applying the:principles outlinéd above to thé Gategory 1 invoices, absent the application of the
Universal Distributing principle of a Court order (both of which are discussed below), the
agministrators and liguidators of LM would be entitled to such rémuneration as is:

approved or fixed in accordance with séctions 449E, 499(3) or 504 of the Corporations Act:
and

may be paid ffom the available assets of LM; to be paid in priority to other unsecured claims
on the estate.

I terms of the Céategory 1 expenses which FT| Consulting has caused LM to incur, those
expenses:

are payable out of the assets of LM in priority to other unsecured claims on its estate
(pursuant to section £56(1)(a) and/or (c} of the Corporations Act); and

if they, or a subset of them, are expenses for which LM as RE of the FMIF would be entitled
to be indemnified pursuant to the terms of the FMIF constitution, FTI Consulting may eause
LM 1o exercise its rights pursuant to seetion 661FH{b) of the Corporations Act {and clause
18.5 of the FMIF constitution), to meet those expenses. from FMIF scheme property.

There are two additional principies to note in relation to the Category 1 invoices,

First, although property suhject to a validcharge is not generally available to meet the claims of
unsecured creditors, pursuant to the-principles identified-by the High Court in Universal
Distributing an administrator or liquidator whé has dorie work in preserving and realising the
property charged has a right to be paid remuneration and expenses referable to that work oyt
of the proceeds of realisation, in priority to the holder of the charge. An administrator or iquidator
has.an equitable fien for the remuneration and experises incurred in this regard: sée Shirlaw v
Taylor (1991) 31 FCR 222 af 228-31; Stewart v Atco Cohtrols Ply Ltd (in lig) [2014] HCA 15 at 22-
23 (Stewart v Afco Cantrofs).

The lien can arise in any situation where it would be inequitable for a person who has created or
realised a valuable asset in which others claim an intsrest, rot to have their costs, expenses and
fees incurmed in produeing the asset paid-out of the fund or property created: see: Thackray and
Others (in their personal capacity and as receivers and managers of Great Southem Managers
Auslralia Ltd (rec'rs and mgrs apptd) (in liq) v Gunns Plantations Ltd (2011) 85 ACSR 144; [2011]
VSC 380 at [41] per Davies J (Thackray v Gunns); Re S & D International Pty Limited (in liq)
{rec’r & mgr appid) 12009] VSC 225.
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in order for us to be satisfied that an equitable lien of the type identified in Universal Distributing
has arisen, we will need FTI Consulting to identify what the administrators and/or liquidators have
done to create, preserve or realise an asset or find agéinst which the equitable lien would: attsich.
An example of the level of detail required in relation to the identification of tasks and a description
of how the tasks correlated to the creation, realisation er preservahon of scheme assets is found
in Thackray v Gunns at paragraphs 16-30. Notably, only work dane in connection with those
steps may be reimbursed pursuant to the Universal Distributing principle (see: Stewart v Afco
Controls at 40),

Fundamentally. it is not clear from the materials provided to.us what proportion if any, of the
Category 1 invoices gives rise to an equitable lien. The schedules of invoice narratives do not
assist in that they do not distinguish between remuneration or expenses incurred. in the ordmary
course of the administration and liquidation of LM, and remuneration and expenses giving rise to
an equitable lign in accordance with Universal Distributing. Before we:can be satisfied that it is
appropriate for us to pay the Category 1 invoices from the FMIF assets further work needs to be
done by FTl Consuttirig to:

identify the steps undertaken by the administrators andfor liquidators to care for, preserve
and. realise assets of the FMIF;

describe the work performed in pursuance of those steps; and

quantify the work performed in pursuance of those steps.

I a Universal Distributing equitable lien i§ not identifiable in relation to the Category 1
remuneration and expansas, there is & second pathway pursuant to which FTI Consuiting may be
entitled to payment of the Category 1 remuneration and expenses from the FMIF assets.

The authorities establish that-a liquidator (or-administrator) may be entitied to be ind_emniﬂed- out
of trust (or scheme) assels in respect of remuneration: or disbursements incurred in relation to
certain activities and where the assets of the insolvent corporate trustee (or RE) are insufficient to
meet those liabilities. \n 73 Coromande! Place Pty Lid v C L Custodians-Ply Ltd (1999) 30 ACSR
377 (Coromandel) Finkelstein J expressed the prmci_pie as follows {at 385).

* . provided a liquidator is acting reasonabiy he is entitled to be indemnified out of trust
assets for his costs and expensas in carrying out the following activities: identifying or
aiternpting to identify trust assets; recovering or attempfing to recover trust assets;
realising ar attempting to realise frust assefs; protecting or attempiing to profect trust
assets; distributing trust assets to the persons beneficially entitled to them..."

Notably, however, & liquidator of a corporate trustee or responsible entity is not entitled, as of
right, to the payment of remuneration and expenses out of scheme property or to priority in
relation to such remuneration and expenses. Rather;, the authorities confirm that a liquidator of an
insolvent responsible entity or trustee has: no more than the abiiity to appreach the Court to seek
an exercise ofits inherent discretion (derived from its.inherent equitable jurisdiction in. relation to
trust funds) to allow tfose fees and expenses 1o be paid. See, for example: Re Berkeley
Applegate {Investment Consuitants) Lid (in lig); Harris v Conway & Ors [1989] 1 Ch 32; Shirlaw v
Taytor, Re Applicatian of Sutherland (2004) 58 ACSR 297; Re Suthertand; French Caledonia
Trave! Service Pty Lid (in fig) [2003] 59 NSWLR 361 (French Calsdonia), Trio Capital Limited
{Admin App) v ACT Superannuation Management Pty Lid [2010] NSWSC 941 at [20] (Trio).
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The principles regarding the payment of a liquidator's remuneration out of trust assets weare
summarised by Black J in Re MF Global Ltd (in fig) (no 2) [2012] NSWSC 1426 at [55} as follows:

"The Court has an inherent equitable jurisdiction to allow a trustee remuneration, costs
and expenses out of trust assets, which extends fo .a person such as a liguidator which
is-for practical purposes controfiing a trustes: Re Application of Sutherland [2004]
NSWSC 798; (2004) 50 ACSR 297: Trio Capital Ltd (admin apptd) v ACT
Superannuation Management Ply Ltd above. The Liquidators acknowledge authority
that that jurisdiction may not be exertciSed where the Company does not solefy act as
trastee and has sufficient beneficial assets fo meet the fiquidators' remuneration, costs
and expenses, and where the work done by the liquidator in relation 1o trust assets
may properly be.treated as done for the purposes of winding up the company's affairs.
The. principle that; where a company has assets which are not held o trust, the
liquidator's costs should usually fall on its non-trust assets wes recognised in Re GB
Nathan & Co Ply Lid (In lig) (1991) 24 NSWLR 674 at 685-689 and the authorities were

considered by Young CJ in Bq in Re Greater West lnsurance Brokers Ply Ltd [2001 Ji
NSWSC 825; (2001) 39 ACSR 3071."

Whether the liquidator's application for reimbursamert of femuneration-and expenses out of
scheme praperty will be granted is a matter for the exercise of the Court's discretion having
regard to alf circumstances of the case. Se&* Thoat'[20]. In this regard, we note that:

‘Evern though a liquidater needs:to.go to court-to have it estabfished that he has a Tight:
of remuneration from trust assets forwork done in administering them, that right is one
which.is not accorded the liquidatorin the exercise of some kind-hearted discretion of
the court, but /s accorded to himrin accordance with equitable principle.” French
Caledonia at [211].

Thera are two further considerations in relation to such applications:
the distinction between work performed as liquidator (or administrator) of the insolvent {RE)
company and work performed for the benefit of the scheme; and

the issues which arise where the insolvent RE is the RE of more than one scheme.

Where an activity of the liquidator can be seen to be solaly concerned with the winding up of the
company and not with the performance of duties as frustee or RE the cost of that activity is not
ordinarily to be charged-to trust assets {or scheme property). In Bastion v Gideon Investmerits
(2000) 35 ACSR 466 (at 480) (citing Re G B Mathan and Co Ply.Ltd (in lig) {1991) 24 NSWLR 674
(at 688)), Austin J held that:

‘{tihere is a distinction between cosfs and expenses incurred b v the liquidator in the
course of administration of a trust which the company is trustee, and costs and
expenses of the liguidation, though it is not always easy to draw.”

Some activities of the liquidator may be pro_periy referable both fo the winding up and the
performance of the company's duties as trustee. As noted above, in. Coromandel, Finklestein J
held at [385] that, provided a liquidator is acfing reasonably, he is entitled to be indemnified out of
trust assets for his costs and expenses in carrying out the following activities:

identifying or attempting to identify trust assets;

recovering or attempting to recover trust assets;

realising or atiempting to realise trust assets:

protecting or attempting to protect trust assets: and
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distributing trust assets to the persons beneficially entitled to them.

Other acfivifies of a voluntary administrator or liquidaior may be considered to be for the purposes
of the voluntary administration or liguidation of the insolvent RE, rather than for the benefit of the
scheme.

Absent;
a clear basis on which it could be said that the equitable lien identified in Universal
Distributing has arisen; or
a direction from the Court as to the payment of the Category 1 invoices from FMIF assets,
we do hot have sufficient information or-grounds to apprové the payment of the Category 1
invoices from the FMIF assets.

Catsgory 2 invoices

L, in its capaclty as RE of the FMIF, is entitied tothe fees setout in clauses 18.3-and 18.4 of the
FMIF constitution. The Categery 2 invoices relate to tasks categansed as genera! respoensibie
Entity Work... - undertaken to administer, care for; and preserve LI FMIF assets.’ The: Category 2
invoices bear invoice reference numbers “8878inv1.2 - 897Binv7.2" (Category 2 involces).

The Category 2 invoices give rise fo.two principal issues:

the RE's-enfitiement to remuneration; and

the proposed allocation of LM remuneratien between the funds or schemes.
RE’s entitlemient to remuneration

In terms of LMI's entitlement to fees, Ginette Muller's 27 June-2013 affidavit filed in the Qid
Supreme Court proceedings deposed (at paragraphs 47-48)-that the management fees of 5.5%
p:&. had notbeen charged by LM since FT| Consulting's. appointment and that LM would not
charge the managernent fees of 5.5% p.a. to the FMIF. The RE mustbe taken {pursuant to
clause 18.9 of the FMIF constitution) to have waived its entitiement fo the management faes.

Accordirigly, the only “fees" to which LM would therefore be entitied are those in relation to the
performance of the duties fdentified in clause 18.4 of the FMIF constitution. Of those, having
regard the suspension (in part) of LM's AFSL and the day-to-day activities of the RE, the relevant
duties for which an enfitiement to fees might arise would appear to be:

(notwithstanding the appointment of the. Court Receiver) the winding up of the scheme
{clause 18.4(k}}; andfor

the performance of duties and obligations pursuant to the Corporations Act and the FMIF
Constitution (clause 18.4(1)}.

In other wards, provided FT| Consulting can establish that fees were incurred by LM in discharge
of one of the duties outlined in clause 18.4, LM as RE will be entitled to recover those fees from
the FMIF assets. Thie only limitation on this entitlement is that the fees must be incurred in
accordance with the FMIF constitution (clause 18.8), namely, that they were incurred in the
performance of one of the duties identified in clause 18.4 and that they were not incurred
negfigently, fraudufently or in breach of frust (see FMIF constitution at clause 19.1(c)}).
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In this regard, it is noted that:

on 20 December 2013, the Qld Supreme Court ordered that LM is entitied to be indemnified
from the FMIF only to the extent of 20% of its costs of the Supreme Court proceedings: and

LM gave an undertaking to the Court that it would not seek from the FMIF any costs of or
incidental to the investor mesting convened by notice dated 26 April 2013.

If LM is.enfitled to reimbursement of RE fees from scheme property (because it has establishad
the matters in paragraphs 3.22 and 3.23 above), the fee amounts o which is entitied wil] be
reduced or limited by reason of the matters outlined in paragraphs 3.21 and 3.24.

As noted above-a-further issue arises in relation o the Category 2 invoices which suggests that
the amount of RE remuneration charged by way of those invoices is not referable to the discharge
of one of the clause 18.4 duties in retation to- the FMIF but that the amount sought is an allacation
of a percentage of RE remiineration performed in refation to-a nurber of schemes.

Proposed allocation of RE remuneration between the fiiids and schemes

The Categery 2 invoices are-said to relate to 'general résponisible entity work' which has been
charged and allocated-across the schemes of which LM is RE in a¢cordance with the
corresponding percentage of the schemes' funds urider management,

In eircumstances where & liquidator is-administering, through the company of which he is
liquidator, more than one trust or scheme, the following additional principles apply:

as regards work done and expenses-incurred in what may be déscribed as genéral

liquidation matters:
"...the position is & little more involved... If that work is envefated to the
beneficiaries-and their claims it is difficult fo see-how the cosis may be
charged-against their assets. I the case of g company that has carried on
the business.of trustee it might be that much of the work involved in the
liquidation is necessary for the proper admiinistration of the trust. But jt js
uniikely that this will be so where the company did not act solely as trystee
or at least did not act in thaf capacity to.a significant extent. In that evenf,
the liquidator will be required to estimate those of his costs that are
atiributable to the administration of trust property and only those eosts wirl
be charged against the frust assets™’'

a liquidator is bound by the priority provisions of the Corporations Act with respect to
payment of a company's debts and must endeavotr to pay the debts in accordance with the
order of priority set out in that section. To the extent that esch priority debt has been
incurred in the performance of a particutar trust he should have recourse to the property of
that trust for the purpose of paying it;*

where the company in liquidation has no assets of its own (that is, all assets are held in
trust/are scheme property} and more than one trust is being administered, the liquidator
must make an estimate of the work and expense involved in the liquidation so far as it
relates to each trust. In that regard, in a statement cited with approval by Campbell J in Re
French Caledonia, in Coromandel Finkelstein J stated, obifer, that:

! Coromandei at 509 per Finkiestein J {cited by Campbeil J in French Cafedonia at 428.)

2 Re Suro Gold Ply Ltd (in fig) (1983) 33 S.A.5.R, 59 (Suco Gold) at 109 (per King CJ), referring to.what was then section 292 of the
Cornpanies Act.
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".. The liquidator is not entitled to charge the bensficiaries of one trust with the cosis and
expenses incurred in refation to the other trust. Aecordingly, it will be necessary for the
liquidator to estimafe the costs and expenses incurred insofar as they relate to each trust
afid only charge those costs to the trust on whose: behalf the work is performed. If that
eslimate is-not possible then a par passu distributioh of the costs and expenses will be in
order as envisaged by King CJ in Suco Goid, stupra..."~; and

the Courts recognise that “if the trustee cannot, with some accuracy, apportion the expenses
of administration between the various frusts, ‘the maxim that equality is equity should

provide the solution to the problem of apportionment”™. See Suco Gold at 108 (per Klng CJ),
referring to what was then section 292 of the Cornparties Act and Trio at [34].

in particular, and as regards the Category 2 invoices, unless it.can be shown that the: general
responsible entity work’ performed was greater in réspéct of schemes with a higher quantum of
funds under management and less in respect of schemes with 2 lower guantum of funds under
management, the propesed-allocation of category 2 rernungration across the schemes by
reference to.the-quantum of funds undér management will be inequitable:

!n con5|dermg an-gliocation af remuneration we|ghted to schemes with greater assets, the NSW
BRI adn'nmstrators had the effect of

the sche_rnes rnfer se: Tno at [' ]-:and [36] In Triort : _
the administrators and directed that the adm[mstrato remunerati a_nd‘expenses for
administering the RE and for gensral respon51hie entity-activities (which could not be aliocated to
any-single scheme) be pro-rated in equal prepertions across:all schemes: see Trio at [36],
consistent with relevant authority: see Suco Gold: Coromandsl.

In ordérto be able to approve the payment of the Category 2 invoices we will need FTI
Consuilting to:

identify the Category 2 fees/remuneration which is referred to as one of the duties
enumerzated in clause 18.4 of the FMIF constitution;

prourde evidence that the proposed allocation of RE fees contemplated by the Category 2
inveices is directly referable to the: (greater) degree of work incurred by the RE in relation to
the FMIF.

To the extent it is not:possible fo do this, the appropriate course will be for FTI Consulting to seek
an order or directions from the Court in relation to the Category 2 Invoices and, in particuiar, in
relation to the proposed allocation of RE fees contemplated by the Category 2 invoices.

3 13 Coromande! Place Ply Lid v CL Custodians Ply Lid (in Jig) {1998} 30 ACSR 377; 17 ACLC 500 at 509 per Finkiestein J (cited in Re
Stiherland; French Caledonia Travel Service Ply Lid (in lig) [2003] 59 NSWLR 361 at 428.)
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5 June 2014 S IS BEEE B
Ms Ginette Muller AE,@,
Liquidator o
c/o FTI AnArer 8 MARSAL

Level 8, Corporate Centre One, 2 Corporate Court
Bundali QLD 4217

By email: ginette. muller@fticonsulting.com By Email

Dear Madam

LM Investment Management Limited {n Liquidation) (Receivers and Managers Appointed) as
responsible entity for the LM First Mortgage Income Fund
ACN 077 208 461 (“FMIF")

RE: FTI Remuneration and expenses (memorandum attached)

| refer to my appointment as Joint and Several Recelver and Manager of the FMIF and to your letter
dated 12 March 2014 (*L-etter") requesting payment of your rémunerafion and expenses as
Administrators and Liquidators of the:LM Investment: Management Limited: (“LNIM").

As you are aware, the appointment.of various.insolveéncy practitioners over LI and its refated funds
is somewhat complex and given the quanturn of your-fees.and your variots appointmerits to date, we
felt it was necessary to review your request in detail. In‘the interasts of FMIF, we thought it wauld
assist your understanding of our conclusions reachéd and facilitate a way forward hy sétting outina
memorandum the legal and.practical issues which we seé arising from your remuneration request. A
copy is attached. For avoidance of any doubt, in sharing this memorandum with you we-do not waive
privilege in relation to any advice received by us in respect of your Letter,

In summary and using the categories set out in your fetter, | note the following:
1 Category 1

While invoices submitted each contain a general deseription, it is not clear to us what work has been
done to administer and preserve the fund noting that;

- Invoices are for the period 19 March to 31 December 2013 totalling $1,706,912.32;

- From 11 July 2013, we have had custody and control of the Scheme Property in our
capacity as Receivers of the FMIF; and

- " David Whyte’s Court Order confirming his role and responsibilities as Court Appointed
Receiver on 8 August 2013 of the FMIF.

Notwithstanding, to the extent you are abie identify the assets of the fund which have been realised or
preserved by your efforts and can quantify the relevant remunaration specific to those activities, we
may be able to permit the payment of at least part of the Category 1 invoices from FMIF, if that
appears appropriate and justified. | have listed examples below that we consider lacks sufficient detail
for us to conclude the work undertaken has created, preserved or realised assets of the FMIF or a
fund against which an equitable lien in respect of your remuneration and expenses for that work might
attach.

CLEAN AB-140528-LMINMANOS-FFI Fee latiar-IMN (2)

G Z 9335 2609
somograthimicod com
BE s
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Employee Date Amount ($) Comment I

i Ginatte Multer 10 April 2013 1,725.00 Telephone Hookup with NZ advisers,

Agree to provide additional information
and circular. Notethe issues and
answers that Advisers are looked to be
updated on. Agree to provide furthar
information relating to the situation as

i S00R as possible.

Ginette Muller 15 April 2013 1,750.00 Telephone call to Trust Company
fegardingthe possible replacement of
LMIM as RE; review of current position.
a@nd discussion with KWM regarding
same.

John Park 16 April 2013 2012.50 Meeting with Phillip- Péin,
Teleconference with Nerton Rose-and
Castle Partnérs. Téam update meeting.

i Ginette Muller 17 April 2013 2,300.00 Meeting with Stephen Russell and
: discussion of application to replace
LMIM as responsible entity

Accordingly, to the extent you wish to claim an equitable (Universal Distribufin
your remuneratien out of the FMIF scheme property, would you.please

) lien for payment of

* identify the steps.undertaken by the administrators and/or liquidafors to care for,
preserve and realise assets of the FMIF;

+ describe the work performed in pursuance of those steps; and

+ quantify the work performed in pursuance of those steps.

By way of example only, David Whyte's application. to the Queensiarid Supreme Court provides a
good illustration of the fevel of informéition required to identify an equitable entittement to payment of
remuneration out of scheme property.

If you are unable to identify or quantify such an equitable lien over the assets of the FMIF, it would be
appropriate for you to make an application to Court for directions.

2 Category 2

Category 2 invoices issued for “general responsible entity work” that are calculated as a percentage of
funds under management scheme do not seem appropriate or equitable as between the schemes.
The allocation of fees and expenses calculated in this manner can in effect prefer the interests of FTI
in respect of recoupment of its remuneration to the interests of membears of FMIF.

Additionally, we consider that the principal duty of the responsible entity which continues to be
petformed is to wind up the scheme provided for by clause 18.4{k) of the FMIF constitution. Itis not
clear from the descriptions set out in the invoices, how the tasks performed by vour staff were

Page 2
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referable to winding up the FMIF. The tasks listed in the breakdown of the costs appear to be mere
consistent with tasks normally performed in the liquidation of a company rather than tasks perfarmed
in relation to winding up FMIF. In this regard, these costs would need to be paid from the assets of
LMIM in its own right and not that of FMIF.

Given the above, we are not in a position to approve the payment of Categary 2 invoices and.
recommend that you seek directions from Court.

Category 3

| have approved §159,521.46 (including GST) out of $199,223.20 (including GST) invoices issued for
Category 3 as these costs.appeared reasonabile and wefe specific o controlling the assets of FMIF. [
note that the balance of fees withheld were not specific to your role as controflers, but as your duties
as the administrators or liguidators of the responsible entity {Category 1). If you are able to do the
same exercise in relation to thie balanice of Category 3.costs as we have requested in relation -the
Category 1 costs, | will review these again and approve the payment of those invoices which you are
able to quantify as spedific to realising and or preserving the assets of FMIF.

Should you have any queries regarding the above, please contact either lan Niccol or myself,

Yours faithfully
LM Investment Management Limited (in Liquidation) (Receivers and Managers Appointed) as responsible
entity for the LM First Mortgage Income Fund

N
o L
/(_/ -7

Joseph Hayes
Joint and Several Receiver antl Manager

ce:

David Whyte

BDO

By email: David. Whyte@bdo.com.au
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: "Tel: +61 7 3237 5999
Fax; +61 7 3221 9227 Level 10, 12 Creek St
iRty e — Brisbane QLD 4000

www.bdo,com.au
GPO Box 457 Brisbane QLD 4001
Austratia

via email: john.park@fticonsulting.com

John Park

Leader Australia - Corporate Finance/Restructuring
FT1 Consulting

22 Market Street

~ BRISBANE QLD 4001

10 July 2014

Dear John

LM Investment Management Ltd (in Liquidation) (Receivers & Managers Appointed) (“LMIM”) as
Responsible Entity for the LM First Mortgage Income Fund (Receiver Appointéd) ARSN 089 343 288
{“the Fund”) '

| refer to our recent meeting and previous correspondence in relation to FTI's claim-for remuneration
and outlays in relation to the period from 19 March 2013 to 31 December 2013, and including

McGrathNicol’s letter of 5 June 2014 setting out the requirements of the Receivers and Managers for
this to be assessed further.

As discussed with you, in an effort to reduce the costs to investors of you having to make a court A
application for approval of your remuneration and the likely objections to such a claim (unless it is
substantially reduced), McGrathNicol and | would like to propose the following in principle process be
adopted.

There are two key matters to which the proposal is subject.

The first is that the proposal is not applicable to invoices or sums described in catesories 2 and 3 of
McGrathNicol’s letter to you of 5 June 2014, It is applicable only to what McGrathNicol describe as
category 1 invoices. (So far as concemns category 2 amounts, seeking court directions is the
appropriate course.)

Second, before any of the steps mentioned below is commenced, the proposal requires your
acceptance that your remuneration (in category 1) is founded upon an equitable lien of the type
mentioned by McGrathNicol. It is not for the expert mentioned below to satisfy himself in that respect.

« An independent and suitably experienced registered and official liquidator be appointed to act as
an expert, to review and determine the amount that should be paid out of the fund’s assets. This
should be someone with experience in complex matters and managed investment schemes and as
agreed between FTi, McGrathNicol and BDO;

«  FTl should provide further information to support its claim, and revise it as necessary, to meet the
further information requests set out in McGrathNicol’s letter and subject to addressing the further
comments and information requested below;

« [f the amount which the expert reports as the appropriate sum for FTI's remuneration and
expenses for the period 19 March 2013 to 31 December 2013 {“the relevant period”) is less, by 15%

Document’

BDO Business Recovery & Insolvency (QED) Pty Ltd ABN 90 134 036 507 15 a member of a national association of independent entitles which are all members
of BDO Australia Ltd ABN 77 059 110 275, an Australian company limited by guarantee. BDO Business Recovery & insolvency (QLD} Pty Ltd and DO Australia
Ltd are bers of BOO | tonal Ltd, a UK company limited by guarantee, and form part of the international BDO netwaork of independent member
firms, Liebility limited by a scheme approved under Professianal Standards Legislation {ather than for the acts or omisslans of financial services licensees) in
each State or Territory other than Tasmania.
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or more, than the sum ctaimed by FTI for such remuneration and expenses then the cost of the

expert shall be borne by FTI. Otherwise it should be a cost of the fund;

» The expert should be provided with the following information:

o A copy of FTI's original claim;

o A copy of McGrathNicol’s letter of 5 June 2014;

o A copy of this letter;

o  Astructure chart detailing the varipus insolvency appointments to the LM greup and. the inter-
relationship between the entities;

o Details of FTI's charging policy for the group and how costs have been allocated to each of the
entities and the amount charged to each fund/entity to date broken down between direct
costs and apportioned costs. Details of the apportionment should also be provided;

A copy of FTI’s updated and amended claim for the period to 31 December 2013;

o A copy of the correspondence between FTI and BDO in relation to the ongoing role of the
responsible entity post the appointment of the ¢court appointed Receiver on 8 August 2013.

o FTl shoutd provide details of its claim relating to the proceedings leading to my appeintment
and demonstrate that only 20% of its costs have been claimed pursuant to the court order and
after excluding any activities relating te the calling of the meeting of investors. Given the lack
of detail in many narrations, can you please confirm how you believe you have caught alt the
time in this regard? For eéxample, with John Corbett having single line entries of up to 60.5
hours how have you allocated his time relating to the court proceedings? '

o A copy of the costs order dated 20 December 2013 in relation to the proceedings leading to
the appointment of the Court Appointed Receiver.

«  For the purpose of the expert preparing his report about the amount to be paid to FTl for its
remuneration and expenses in the relevant period:

A, FTlwill promptly provide the expert with such further information or explanation as he may
require for that purpose;

B. FTlwill make available for interview by the expert such fee earners as he may nominate, and
will ensure that the persons interviewed co-operate fully with the expert in responding to his
questions.

« The expert will review all of the information provided to him under the arrangements set out in
this letter, and will produce a report setting out the amount which, in his opinion, is properly
payable to FTI for remuneration and expenses for the relevant period. When the report is
completed, the expert will provide each of McGrathNicol, FTt and me with a copy of it;

+ The expert’s opinion will be final and binding on the parties;

»  On the basis you agree to this process an application for directions pursuant to the terms of my
appeointment will be made seeking:

o The court’s agreement to the process;

o Directions on any matters you require in respect of the McGrathNicol letter of 5 June 2014
that goes beyond an entitlement for care, preservation and sale costs;

o Agreement from the court that your remuneration may be determined by the independent
expert and that this constitutes approval pursuant to section 473(3) of the Corporations Act in
relation to the period post your appointment as Liquidators.

Documentt
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Further comments on current claim and additional information requested

Having reviewed the current claim further and in addition to the comments contained in
McGrathNicol’s letter of 5 June 2014, | have the following comments that should be addressed in your
amended claim:

* In general terms why is the claim so high when compared to the remuneration of McGrathNicol and
BDO? | attach a summary showing the remuneration for each firm to date (although only including
FTt to 31 December 2013). Please explain the role of each fee eamer and how the key tasks were
atlocated;

» The narrations attached to each of your invoices are very limited and do not properly explain what
was done, however it is clear from a review of same that costs have not been allocated property.
For example, a number of narrations appear to relate to LM Administration rather than to the fund
or the general responsible entity code. The amounts charged need to be fully reviewed by FTl-and
re-allocated accordingly;

» There are large blocks of time (numerous entries in excess of 7 hours) with very limited
explanation as to what was done, A more complete description of the work done should be
provided;

» John Corbett in particular has single entries for blocks of 60.5, 23.5, 35, 30.75, 35.5, 19.5, 15.5,
25.5, 37.5 and 43 hours for the period from 19 March to 30 June 2013. Full details of all of the
work he carried out during these periods of time, and a statement of the time allocated by him to
particular tasks, should be provided;

+ There are a number of entries applied to the general code relating to the undertaking of audits for
several funds whereas no audit is being undertaken for the FMIF;

+ The remuneration claim should follow ARITA’s code of professional practice;

« The amount of any amounts written off should be advised; '

« The amounts claimed subsequent to the appointments of McGrathNicol and BDO seem far too high
when FT¥s role was limited, particularly following my appointment on 8 August 2013 and the
discussions and correspondence that went on between us.

Could you please advise if you are agreeable to appointing an expert to review your claim and subject

to the above comments/conditions. '

Should you have any queries in this respect, please contact me on {07} 3237 5887,

Yours faithfully

David Whyte
Receiver and Manager

Document1
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7 FTi (category  FTI (category

Y v
19 March to 30 June 2013 657,581.36  656,166.86

July 2013 546,132.50 123,496.08 n/a

August 2013 142,979.00 98,022.91 293,830.00 33,563.50

September 2013 55,452.50 62,837.13 £4,460.50

October 2013 38,807.00 38,239.55 111,262.00

November 2013 55,543.00 24,749.86 116,373.00

December 2013 21,399.00 11,313.73 412,658.00 45,895.00

January 2014 0.00 0.00 77,988.50

February 2014 0.00 0.00 152,825.00 94,079.00

March 2014 0.00 0.00 74,997,00

April 2014 0.00 0.00 195,000.00 83,856.50

May 2014 0.00 0.00 98,851.50

June 2014 0.00 0.00 118,000.00 111,345.50

1,517,854.36  1,014,826.12 1,172,313.00  932,672.00

Average per month from 273,261.01 176,995.12 450,256.14
FT1 appointment '
to 31 July 2013

Average per month from 100,739.44 87,030.31 187,769.75
McGrathNicol's

appointment

to 30 June 2014

Figures are GST exclusive

BOQ Businexss Recovery & insolvency (QLD) Pty Ltd ABN 90 134 036 507 is @ member of a natiohal association of independent entities which are all

members of BIHO Australfa Ltd ABN 77 050 110 275, an Australian company limited by guarantee. BOQ Business Recovery & insolvency (QLD) Pty

Ltd and BDO Awttralia Ltd ane members of BOD Intemational Ltd, a UK company limited by guarantee, and form part of the international BDO

netwark of independent member firms. Liabiiity limited by a scheme approved imder Professional, Standards Legislatfan (other than for the acts or 1
omissions of finandat services lioensees) in each State or Territory other than Tasmanda,
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14 August 2014
Our Ref: GOK_RFZ_89741116.doc

David Whyte

BDO

GPO Box 457
BRISBANE QLD 4001

Dear Sir

RE: LM Investment Management Limited (In Liquidation) (Receivers and Manager Appointed)
(“the Company”) ACN 077 208 461 as responsible entity for the LM First Mortgage Income Fund
{“LM FMIF™)

| refer to your letter dated 10 July 2014 in response to my claim for remuneration and expenses
incurred for the period 19 March 2013 to 31 December 2013 in relation to the LM FMIF. | aiso
refer to McGrathNicol's letter dated 5 June 2014 in response to my claim contained within: my
letier dated 12 March 2014.

Given that our negotiations with a view to a without prejudice resolution concerning these claims
have hroken down, | am now formally responding to your correspondence.

This is an open ietter.

Threshold issues

Before commenting on your proposal, | consider it appropriate to address a number of threshold
issues which arise from the correspondence received from you and McGrathNicol.

Firstly, it remains my view that the most expedient and cost effective means of resolving the
claim for remuneration, in particular the Category 1 claims, is by way of negotiation between our
firms without the intervention of Court or the additional expense of an expert review (unless Court
approval is viewed as absolutely necessary). This would benefit members given the clear costs
savings in legal costs should that be achieved. It behoves all of us to keep costs to a minimum.

FT1l Consuléing (Australia) Pty Limited
ABN 19 160 397 811 | ACN 160 397 811
Level 9, Corporate Centre One | 2 Carporate Court | Bundall QLD 4217 | Australia
Postal Address | PO Box 8965 | GCMG QLD 9726 | Australia
+61 7 5630 5222 ielephone | +61 7 5630 5299 fax | fticonsulting.com

Liability limited by & scheme approved under Professional Standards Legislation.

370




Secondly, the claims for remuneration arise following my and Ms Muller's appointment as,
initially, Voluntary Administrators, and, subsequently, Liquidators of the Company. The claim for
remuneration in the administration of the Company was approved by creditors for the period
19 March 2013 to 31 July 2013. | confirm that Ms Muller and | will seek further approval of our
remuneration in the liquidation if necessary under the relevant provisions of the Corporations Act
{Cth) 2001 {“the Act™).

Thirdly, your correspondence of 10 July 2014 is premised on the basis that the remuneration
claims are solely to be founded upon an equitable lien as detailed in McGrathNicol's letter of
5 June 2014 {based upon the High Court of Australia decision in Re: Universal Distributing Co Ltd
(in lig) {1933} 48 CLR 171). (The characterisation of that type of ¢laim as an equitable lien is
wrong but we need not debate that.)

This contention ignores the statutory indemnities available to the administrators {section 443D of
the Act), and the liquidators (sections 556 and 601FH of the Act}, as well as the ability to have
recourse to the assets of the LM FMIF to meet claims for remuneration and expenses pursuant to
the terms of the fund’s constitution, and at law given the line of authority following the decision in
Re Suco Gold Pty Ltd (in liquidation) {1983) 33 SASR 99,

The remuneration claims are not based on nor are they limited by the principles arising from the
Universal Distributing decision. That lien attaches only to work done in connection with creating
the pool of available funds, or to adopt your terminology, the costs and expenses of care,
preservation and sale of assets. You will no doubt readily agree that the role of a Responsible
Entity involves work beyond these tasks to include conducting the funds management business,
reporting to members, enforcing the indemnity claim and recovering remuneration and
addressing specific tasks and matters outlined in the fund’s constitution.

No-one has challenged, and no-one could sensibly challenge, these fundamenta! statutory rights,
No-one has suggested, and no-one could sensibly suggest, any defect in our appointment, or in
the appointment of LMIM as Responsible Entity. Such a chalienge would be a waste of unit
holders' funds,

Further, these plain statutory rights were preserved by the order of Dalton J made on
21 August 2014. See paragraphs 1and 8 thereof,

The Category 1 and Category 2 claims are those by the Company under the indemnity held as
Responsibie Entity of the FMIF. That being said, | am cognisant that claims may only be made for
waork referable to the FMIF; this is dealt with in further detail below.
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There should be no controversy surrounding the ability to have recourse to trust assets to meet
the outlays and expenses incurred in undertaking managetial duties in respect of trusts of which
the Company is Trustee.

So much was made clear in the decision of His Honour Justice McMurdo in the Queensland
Supreme Court decision in Brisconnects Management Company Limited (as responsible entity
for Brisconnections Holding Trust and Brisconnections investment Trust) v Dalewon Pty Ltd {in
fiquidation) and Ors [2010] QSC 311 and [2010} 79 ACSR 530.

Relevantly, at [7] of His Honour's reasons, Justice McMurdo states;

“A trustee which in the discharge of Its trust enters into business transactions is liable to
third parties for any debts that are incurred in the course of those transactions,
However, it Is entitled to be indemnified against those liabilities from the trust assets
held by it and for the purpose of enforcing the indemnity the trustee possesses an
equitable charge or lien over those assets.”

At [8] His Heonour said:

“ ... Upon the liquidation of the trustee, its right of indemnity vests in the fiquidator:
Belar.” [Being a reference to Belar Pty Ltd (in Liguidation) v Mahaffey [2000] 1 QdR 477].

Category 1 claims

The Category 1 claims {which also now include the balance of Category 3 claims that were not
approved by McGrathNicol for the period 19 March 2013 to 31 December 2013}, comprise tasks
recorded against a time code created for work specifically undertaken in relation to the LM FMIF.
These tasks do not relate io the general winding up of the corporate affairs of the Company,
rather specifically connected to the management of the assets of, and the winding up of, the LM
FMIF. It is imperative to note but for the Company’s continuing role as Responsible Entity of the
LM FMIF, the tasks recorded in our Category 1 and Category 3 claims would not have been
undertaken by the Liguidators and accordingly, the Responsible Entity is entitled to be
indemnified out of the scheme property for these liabilities and expenses incurred,

| consider the work undertaken was necessary and proper, and required to be undertaken in
order for the Company to fulfil its role to properly administer the LM FMIF. No-one has
articulated, and, again, no-one could sensibly articulate, any proposition to the contrary.

Please find *attached a detailed categorisation of the work undertaken by my office in relation to
our Category 1 claims. To assist in the resolution and further discussion of this matter, |
considered it most appropriate to break down our claims across the following periods:

ﬁF’ T I
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s 19 March 2013 to 10 July 2013;

e 11 July 2013 to 8 August 2013;

* 9 August 2013 to 31 December 2013; and
e quarterly thereafter.

You will note that our claims have been updated to incorporate the period up to 30 June 2014,
and total $1,556,235.36 (excluding GST). Our claims as previously submitted to
31 December 2013 have been reviewed and certain entries have been removed if identified to
not hold a sufficient connection to work undertaken for the benefit of the LM FMIF. Please note
the numbers provided do not include our claim for disbursements for the period and are
exclusive of GST. For your information, our disbursements for the period 19 March 2013 to
30 June 2014 total $34,651.36 (excluding GST). These amounts will be included at the time of
. submitting our final invoices for our claims.

| am of the view the material now provided is sufficient to meet the queries as ralsed in
McGrathNicol's correspondence of 5 June 2014. Notwithstanding, | reserve the right to provide
additional information should we be required to prepare submissions to the Court or an expert
reviewer in relation to this matter.

In relation to the additional queries raised in your correspondence dated 10 July 2014, | provide
the following responses:

s Assessing our claim on a monthly basis for the initial four {4} month period
{19 March 2013 to 31 July 2013) and comparing it to BDO's and McGrathNicol's monthly
claims for their entire appointment period (covering 10-11 months) is an unfair
comparison. As you are aware, the period following the initial appointment of an external
administrator is the most time intensive period of any appointment. This matter is no
different and most relevantly our team spent a considerable amount of time following our
initial appointment restructuring, downsizing and altering the operations of the funds
management strategy. High level observations of the funds management strategy in
place prior to our involvement, are:

I, it seemed to encompass a longer term hold and/or build-out strategy while

awaiting overall market recovery;

iil.  the strategy utilised internal valuations and decision making methodologies;

iii. the loan book appeared to have been managed in a piece-meal manner and
without the collectiveness that | would have expected; and

iv. It appeared the loan book management strategies were often affected by needs
or desires from member(s) of the board. The correction of this was a long-term
strategy given the size of the fund.
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Altering the above entrenched strategies took considerable time and effort involving
many hours of professional work, At the time of McGrathNicol's appointment the
strategies were largely in place and only required an oversight role. We liaised closely
with their appointor, DeutscheBank, in this entire process and acted with its complete
approval, In particular, prior to their appointment, my staff and | had been providing
detailed reports to the Fund’s secured creditor which included:

.. a detailed Fund cash flow being pieced together fed from individual loan book
cash flows that did not previously exist;
ii. strategies for each of the twenty-seven loans; and
ii. ensuring sufficient cash flow to meet the required reduction in the
DeutscheBank facility to $25 million by 30 June 2013.

BDO, McGrathNicol and the LM FMIF have received the benefit of this work performed by
my office as it undoubtedly material!y improved the efficiency of administrations by both
BDQ and McGrathNicol.

The Company's role as responsible entity of the LM FMIF is intrinsically different to the
roles to which McGrathNicol and BDO have been appointed.

Following McGrathNicol's appoihtment as Receivers and Managers on 11 July 2013 and
in light of the work we had performed and provided to their appointor previously, it was
confirmed by McGrathNicol their role would be predominantly a monitoring role. This was
reiterated by their staff on several occasions. The role of the Company as Responsible
Entity of the LM FMIF and therefore its associated duties were not disturbed by the
appointment of McGrathNicol. In fact, McGrathNicol confirmed the Company was to
continue to manage the scheme property with their oversight.

The Company’s position as Responsible Entity was confirmed in the Orders by Justice
Dalton of 21 August 2013. Duties associated with this role are not disturbed by your
appointment on 8 August 2013,

Ourtime entry narrations have been reviewed. As noted earlier, we have removed certain
entries where we considered that there may not be sufficient nexus to work undertaken
for the benefit of the LM FMIF. In this regard | confirm entries to the value of
$155,839.50 have heen removed from our Category 1 claims previously submitted,
reducing our totai claims in this category accordingly. | note that these amounts have
voluntarily been removed from our claims in the interest of encouraging a timely and
efficient resolution in this matter.
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John Corbett's entries for the period 19 March 2013 to 31 May 2013 were weekly entries
and consequently appear as large blocks of time. For this period, Mr Corbett was working
as a consultant for our firm and provided a weekly time sheet detailing his work
performed. These costs are therefore more accurately categorised as disbursements,
and were included as part of our remuneration claim only in the interest of full disclosure.
I note Mr Corbett was engaged at that time in this manner whilst his full-time employment
with our firm was being finalised. You will note his time was on charged in the
Administration at an hourly rate of $190 for this period, far less than if Mr Corbett was at
that time employed as an employee of our firm.

In accordance with clause 27.1 of the LM FMIF constitution, auditors were previously
appointed to regularly audit the fund. Preparatory work was performed in order to
provide audited accounts for the financial year ended 30 June 2013. | understand that
audit standards require audit work to be performed throughout the course of a fiscal year
and not just at year end. Even though an auditor's report for the financial year ended
30 June 2013 has never been issued does not mean preparatory work had not been
undertaken. Preparatory costs were properly incurred in order to satisfy the requirements
of the LM FMIF constitution. The costs associated with the preparatory work have been
properly incurred and are a liability of the LM FMIF regardless of your personal view on
the commercial value of an external audit being undertaken.

The categorisation of the work undertaken as attached provides a breakup of the work by
relevant periods, by specific tasks undertaken, and by staff member. A summary of the
work undertaken divided into the seven categories {(A-G) as per the ARITA code of
professional practice (COPP) is also provided. | note this provides a more detailed and
relevant summary of our time incurred than required under the COPP.

in accordance with the undertakings accepted by Justice Daiton on 20 December 2013,
we have not included in our claims against the assets of the LM FMIF, any remuneration
concerning or incidental to the meeting convened by notice dated 26 April 2013 (or any
adjournment thereof). | confirm an amount of $113,162.50 incurred in relation to this
meeting has been abandoned, in compliance with this undertaking.

Our time incurred in relation to the proceedings leading to your appointment have been
included in full. The Orders made by Justice Dalton on 20 December 2013 in regard to
the Company being indemnified to the extent of 20 per cent of its costs of the
proceedings relate solely to the legal costs incurred in the proceedings. Her Honour's
order is not applicable to the administrators'/liquidators’ own claim for remuneration and
expenses. In particular, an attack on this remuneration was foreshadowed by your
solicitors, but expressly abandoned.
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| note your comment that the Ligquidators should seek directions from Court in relation our
Category 2 claims. Notwithstanding your current view | provide the following commentary on this
category of costs.

I confirm these claims do not include any tasks undertaken by the Liguidators relating to the
general administration and winding up of the corporate affairs of the Company. Time spent on
tasks relating to the administration of the Company in its own right has been recorded separately
against a specific time code created for this purpose.

The work undertaken and recorded in our Category 2 claims ptimarily relate to one of the
following areas:

¢ The management and administration of the Company's funds management operations.
This includes certain work undertaken in the administration of LM Administration Pty Ltd
{“LMA") during the period 19 March 20713 to 26 July 2013. This work undertaken in LMA
is a cost that was incurred by the Company as Responsible Entity as it relates purely to
the ongoing management and trading of LMA as service entity to the Company in order to
continue to provide resources to enable the Company to administer the various funds:
and

¢ Work undertaken for the Company as Responsible Entity for the benefit of all funds
where it would be impractical - and probabily inequitable - to make multiple entries across
the specific fund time codes. For example, if one (1) unit of time was spent responding to
the Austrafian Securities and Investment Commission in relation to the current status of
the winding up of each of the various funds, it would be inequitable to make multiple
entries across each fund.

Again, it is imperative to note the work undertaken in Category 2 would not have been
undertaken hut for the Company's role as Responsible Entity of the various funds. | consider that
the work undertaken in this category was necessary and proper, and required to be undertaken
in order for the Company to fulfil its role to properly administer the varicus funds {including the
winding up of the LM FMIF and fulfilling other duties owed by the Company under the
constitution).

The costs of running a funds management business, and the administration of such, may
ordinarily be funded by management fees as a revenue entitlement of the Company as
Responsible Entity. As you are aware, whiist not formally waiving the Company’s entitlement to
management fees, the Liguidators determined that the management fee that was able to be
claimed under the constitution of the LM FMIF may be inequitable (5.5% including GST of the Net
Fund Value) and as liquidators of the Company, have drawn no management fees from the fund.
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Since the date of our appointment, the Company has sought to be reimbursed only for direct
costs incurred in the operation and management of the LM FMIM.

In regard to the comment on our method of allocation of the Category 2 claims by a percentage
of funds under management (“FUM"}, 1 am of the view that given the duties of the Responsible
Entity in relation to acting in the best interests of the beneficiaries of the various funds, this
method of allocation is an appropriate and equitable manner for apportioning the costs incurred
on behalf of all funds. This practice is seen as an industry standard method for apportioning
costs incurred. Further, | understand a time and motion study conducted by McGrathNicol on or
around October 2013 provided a similar result in regard to the percentage of time being spent
across the respective funds, with the LM FMIF being where the majority of work was being
undertaken. It represents a genuine and honest estimate (based on accepted practice) of the
work performed in respect of each trust, On advice, | do not accept the proposition detailed in
McGrathNicol's correspondence regarding the applicability of the decision in Trio Capital Ltd
{Administrators Appointed) to the facts at hand insofar as it is suggested that the allocation of
the remuneration claim across the various LM funds on the FUM basis amounts to the liquidators
preferring their interests to those of the members of the various funds. At the risk of repeating
myself, that apportionment is appropriate in the circumstances of this matter.

For your records, | confirm our claims have been updated to incorporate the period up to
30 June 2014, and total $1,107,910 (excluding GST). We are able to provide the additional
supporting documents of these costs, including the proposed allocation across the relevant
funds, upon request.

Next Steps

Our claims, in particular our Category 1 claims, are conventional and uncontroversial and the
members would be best served if this matter was resolved between our firms without the
intervention of Court or the additional expense of an expert review. At the very least, there large
portions of our claims (in both categories but particularly in our Category 1 claims} that should be
able to be approved immediately without the need for further assessment or review, thus
reducing the size of the unresolved claims and in turn reducing the time and costs required in a
formal assessment or Court approval process.

Please advise once you have considered this response and confirm when you are available o
discuss to progression of the resolution of this matter.
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Should you have any queries relating to the above matter, please contact myself on
(07) 3225 4900, Kelly-Anne Trenfield on (07} 3225 4920, or Glenn 0O’Kearney on
{07) 5630 5205.

Yours faithfully
FTI Consulting

TR

John Park
Liquidator
*Encl.

cC:

Joseph Hayes
McGrathNicol

GPO Box 9986
SYDNEY NSW 2001
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Tucker&CowenSolicitors.

Level 15, 15 Adelnide St. Brisbane, Gld, 4000 /7 GPO Box 345. Brishane, Qld. 4001.
‘Telephone, 07 300 300 00 / Facsimlle. 07 300 300 33 / www.tuckercowen com.an

Parlners.

Divid Tucker:
Richard Cowen.

Our reference; Mr Schwarz 11 Septemnber 2014 ; iﬁﬂﬁ:ﬂ:ﬁg

Your reference; : Special Counsel.
Tyler Griffin,
Geoff Hancock.

Mr Ashley Tiplady

Assoclates,
Dan Ryan.

Sylvin Lopez.
Russells Lawyers Marcelle Webster,

Brishare Email atiplady@russellslaw.com.au

Alex Nase,

Emlly Anderson.

Daniel Davey.
Nicole Withers.
Dugaid Ham{lton,

Dear Colleagues Olivia Robers,
. Ashley Moare,

- LM Investment Management Limited (in Liquidation) (Receivers & Managers Appointed) ("LMIM")
LM First Mortgage Income Fund (Receivers & Managers Appointed) (Receiver Appointed) (“FMIF")
Claim for Remuneration and Expenses by LMIM and ifs Liquidators

I refer to our meeting last week regarding the claim by your clients, Mr Park and Ms Muller as liquidators of LMIM, for
payment from the FMIF of certain amounts in respect of remuneration and expenses,

I confirm that you are agreeable for a copy of this letter 0 be sent directly to your clients, and accordingly jrou will note that
this letter will be sent by email to Mr Park contemporaneously with its communication to you,

The meeting followed an exchange of correspondence between our respective clients, and between your clients and Messrs
Hayes and Connelly of McGrathNicol (Receivers and Managers appointed by Deutsche Bank). The correspondence from
McGrathNicol and our client to your clients identified certain aspects of your clients’ claim for remuneration and expenses
which, McGrathNicol considered, required further explanation. Some of those issues were the subject of discussion during our
meeling,

During the meeting, we raised certain particular queries, and I indicated that I would reiterate those querfes in
correspondence, which I now do. Those particular issues were as follows-

1, In the letter from FTI to Mr Whyte dated 14 August 2014, there is a reference on the third page (beneath the
heading “Category 1 Claims") to the category 1 claims now including “the balarce of category 3 claims that were
not agproved by McGrathNicol for the period 19 March 2013 o 31 Decernber 213",

Mr Park indicated that he would check and advise as to:-

(2) whether the amounts now claimed in respect of category 1 costs and expenses include amounts
“transferred” from the claim previously made in respect of category 3 costs; and

) if that is the case, an explanation as to the basis for doing that,
2. In relatfon to Mr Corbett's time that has been charged (and which is referred to as being a consultant expense);-

@ Are detailed explanations of the work that was performed by Mr Corbett available (noting that the letter
from FTI states that Mr Cotbett provided weekly timesheets)?

Westrexch\datacadixdmdacuments\ummatter\1 303774\00862307-002 doex

383




Mr Ashley Tiplady
Russells -2- 11 September 2014

(®) Is it possible for that time to be broken down and allocated across the various tasks being performed by
him (noting that Mr Corbett's time appears to have been claimed in category 1 in full — that s, relating
entirely fo tasks specific to the FMIF)?

3 In relation fo the claim for category 2 costs, it is said on the seventh page of the letter from FTT to Mr Whyte of 14
August 2014 that the claims relating to the management and administration of LMIM’s funds management
operations include “certain work undertaken in the administration of IM Administration Py Ltd" during the
period 19 March to 26 July 2013, As to that- '

(a) Does this mean that work performed by Mr Park and Ms Muller, and FTI staff in the voluntary
administration of LMA (prior to Mr Clout's appotntment as liquidator of LMA on 26 July 2013) is
claimed a5 remuneration in connection with LMIM’s role a5 responsible entity?

®) If 50, what is the basis for mixing the work undertaken in the LMA voluntary administratibn with work
undertaken in the administration and winding up of IMIM and the FMIF?

© That time should be separately identified.

We discussed a number of other issues during our meeting, as well. I have outlined the issues above as the particular issues
that I indicated I would write to you and Mr Park about in the short term. Your client will also, we understand, review the
narrative of the wotk undertaken and for which remuneration is claimed, and where appropriate 2 more detaled explanation
of the work performed and its relation to the FMIF will be provided. We need not address that issue in this correspondence,

We will revert to you shortly as to the other issues discussed, and I understand that you will write to us within the near future
regarding the role of LMIM as the responsible entity of the FMIF.

Although it need hardly be said, our client naturally reserves his rights regarding your clients’ claim.

We look forward to hearing from you,

Yours faithfully -

Nrid feAer o

David Schwarz
Tucker & Cowen

Direct Emall: dschwarz@tuckercowen.com, au
Direct Line: (07) 3210 3508

cc: Mr John Park, FIT Consulting Email: john.park@fticonsulting.com

Ligbility limited by a seheme approved undes Professional Standards Legislation,

Weswrexch\data\radivdm\documents\mmatter\1303774400862207-002. docx
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29 September 2014
Our Ref: GOK _89741130.doc

David Whyte

BDO

GPO Box 457
BRISBANE QLD 4001

Dear Sir

RE:LM Investment Management Limited {In Liquidation) (Receivers and Manager Apbointed)
(“the Company™} ACN 077 208 461 as responsible entity for the LM First Mortgage Income Fund
(“LM FMIF™)

| refer to the letter dated 11 September 2014 from Tucker & Cowen Solicitors addressed to Russells.

Adopting the numbering from that correspondence | respond to the queries as follows:-
1. Controllership Costs

(a) | confirm the Category 3 costs not approved by McGrathNicol in their correspondence
dated 28 April 2014 (copy *attached) were reallocated to our Category 1 claims and
were included as such in my correspondence dated 14 August 2014. The relevant
claims total $36,092.50 (excluding GST).

{b) Whilst it was suggested by McGrathNicoi these claims may not be directly
recoverable from the underlying borrowers, the work undertaken is cleatly connected
to the management of the assets of, and the winding up of, the LM FMIF. Accordingly
the Responsible Entity is entitled to be indemnified out of the scheme property for
these expenses.

FT! Consulting (Australia) Pty Limited
ABN 49 160 397 811 | ACN 160 397 811
Level 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 | Australia
Postal Address | PO Box 8965 | GCMC QLD 9726 | Australia
+61.{0)7.5630.5222 main | +61.{0}7.5630.5299 1 | fticonsulting.com

Liability limited by a scheme approved under Professional Standards | egisiation,
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The invoices submitted relating to the borrower Carrington Management Pty Ltd
maybe more accurately referred to as a claim relating to the controllership of
Pinevale Villas Morayfield Pty Ltd (Pinevale). !suggest a further review of these
fnvoices may be appropriate to establish whether these clalms might be more
appropriately charged to the Pinevale loan. If that is the position reached folldwing
our discussions, we will reduce our remuneration claim by this amount and resubmit

the claim as remuneration payable under the controllership appointment over the
Pinevale Loan.

2. Time charged by John Corbett

(a)

(b)

Please find *attached time entries for John Corbett's time recorded during the period
19 March 2013 to 31 May 2013. lunderstand these were the entries primarily
identified by you in your correspondence dated 10 July 2014. Whilst Mr Corbett has
provided additional narrations regarding the tasks undertaken during this period,
| reiterate that for this period Mr Corbett was working as a consultant, and, as such,
these costs may be more accurately categorised as dishursements. They were
included as part of our remuneration claim only in the interest of full disclosure.
Mr Corbett’s hourly rate of $190, was far less than what would have been charged if
Mr Corbett had been an employee of FTI.

As noted, Mr Corbett has provided additional narrations in the attached time entrics.
However, any additional exercise seeking to further itimise the tasks and time
allocations for this period would provide an approximate allocation only.

To assist in your evaiuation of the work performed by Mr Corbett fdr the benefit of the
LM FMIF, please find *attached a copy of Mr Corbett's affidavit filed in Proceedings
3383 of 2013. This affidavit outlines Mr Corbett’s involvement and the voluminous
tasks undertaken by him in respect of the LM FMIF.

3. Category 2 Costs

{a)

As noted in my previous correspondence, our Category 2 claims include work
undertaken relating to the management and administration of the funds
management business conducted by the Company. This includes claims for outlays
incurred by the Company relating to work undertaken as part of the administration of
LM Administration Pty Ltd (“LMA”} across the period 19 March 2013 to 26 July 2013.
Such work is in respect of the services LMA provided to the Company in support of
and to facilitate the funds management business, and these costs were
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Page 3of 4

(c)

billed to the Company by LMA (similar to where an external service provider provided
the services to the Company). Our work undertaken in the Administration of LMA is
claimed as remuneration in LMA, and has been approved by creditors in that
Administration. However, where tasks undertaken by LMA related purely to the
maintenance and ongoing trading of the setvice business conducted by LMA, those
tasks has been invoiced by LMA to the Company as responsible entity who is in turn
seeking to recover these costs from the various funds that accepted the benefit of
the services provided (on the Funds Under Management (FUM) percentage basis).
The Company incurred this expense by continuing to retain LMA as the service
provider enabling the Company to fulfil its role as Responslble Entity to the various
funds.

The work undertaken and invoiced to the Company does not relate to the corporate
affairs of LMA, rather It relates to the management and ongoing trading of LMA as
service provider to the Company. In this regard, | understand the current Liquidators
of LMA have received a 10% setvice fee since appointment for their work in the
ongoing trading and management of LMA's business in support of the Company’s
funds management operations. '

There has been no mixing of work undertaken in the LMA voluntary administration
with work undertaken in the administration and subsequent liquidation of the
Company and the LM FMIF. What has occurred, as detailed above, is that work
performed in the administration of LMA has been charged by LMA to the Company
where such work related to the funds management business. Such invoices have
been delivered by LMA, not the Company or FTi. The costs incurred by the Company,
being for work undertaken in respect of the service entity to the whole funds
management business, has been included in one category of costs for simplicity. The
make-up of this category has been disclosed by my office at all times since the
submission of our claims. My office previously provided McGrathNicol the
opportunity to receive the additional breakdown of the time incurred in this category.

Please find *attached a summary of our category 2 claims to the period
30 June 2014. This summary identifies the portion of cost relating to the LMA service
costs to the Company which was included as part of our total Category 2 claims for
the period 19 March 2013 to 31 July 2013. | also *attach a summary of the LMA
work presented in accordance with the ARITA code of professional practice. | confirm
I am able to present a summary of all work undertaken and included in our Category
2 claims in this format upon request. This information will be made available to any

* party appointed to review the claims as an independent expert.
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The total amount of our Category 2 claims in the LM FMIF that is attributable to the
work undertaken in LMA and charged to the Company (by LMA) is $330,731
{excluding GST). This has been calculated on a FUM basis. Please notify my office of
your genera position on this portion of our Category 2 claims and whether these
costs are intended to be dealt with in same manner as the balance of our Category 2
costs. | note that the receivers of the LM FMIF are currently seeking reimbursement
from the Company as Responsible Entity of the other funds for operational costs
incurred by the Liquidators of LMA and funded by LM FMIF (including a LMA service
fee payable to the Liquidators for their time incurred in the ongoing trading and
management of LMA's business). The basis upon which such reimbursement is
sought is consistent with, and commensurate with, the basis for the claims which
have been made by us in this regard.

Should you have any queries relating to the above matter, please contact myself on (07) 3225 4900,
Kelly-Anne Trenfield on {07) 3225 4920, or Glenn 0'Kearney on (07) 5630 5205.

Yours faithfully
FTi Consutting

John Park
Liquidator

*Encl.
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28 April 2014

Ms Ginette Mufler
Liquidator

CIO FT' ALVAREZ & MARSAL

Level 9, Corporate Centre One, 2 Corporate Court
Bundall QLD 4217

By email: ginette.muller@fticonsulting.com By Email

Dear Madam

LM Investment Management Limited (In Liquidation) (Receivers and Managers Appointed) as
responsible entity for the LM First Mortgage Income Fund

ACN 077 208 461 (“FMIF*)

RE: FTi fees in relation to specific borrowers of FMIF

I refer to my appointment as Joint and Several Receiver and Manager of FMIF on 11 July 2013. i also
refer to your invoices received by my office on 7 April 2014.

Piease be advised that the following invoices have not been approved for payment as part of FTIs
Category 3 costs on the basis that these costs may be considered Category 1 or Category 2 as
expenses of the RE:

GST inclusive

invoice number Borrower _Description o Date Amount ($).
80TEINV13C Lot 11 Fees from 18 March to 31 Cclober 30ct13 421740
8978inv10C Green Square Fees from 19 March to 31 Oclober 31-0Oct-13  3,002.45
8878Inv6.2C Carrington Fees from 1 Decemrber o 31 December  31-Dec-13 621.50
8878InveC Carrington Fees from 18 March to 31 Cetober 31-Qct-13  7,131.85
8978inv2C Bellpac Fees from 18 March to 31 October 3M-Oct-13  14,148.20
8978inv22C Tall Trees Tanah Merah Fees from 19 March o 31 Ogtober 3M-0ct-13  10,516.45
8978inv22 2C Tall Trees Tanah Merah  Fees from 1 November o 30 November 30-Nov-13 64.80
Total unapproved fees ' _ 39,701.75

All other category 3 costs have been reviewed and approved for payment.
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Should you have any queries regarding the above, please contact either fan Niccol or myself.

Yours faithfully
LM Investment Management Limited (In Liquidation) (Receivers and Managers Appointed) as responsible
entity for the LM First Mortgage Income Fund

Joseph Hayes
Joint and Several Receiver and Mansger

CC:

David Whyte

BDO

By email: David. Whyts@bdo.com.au

Page 2
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Hame
John Corbett

John Corball,

Juhn Corbeti

John Corbett

Jahn Corbett

John Comett

John Corbefl

Jahn Gorbet

John Carbett

Jakin Corbett

Pazltion
Senior Extarnal Consultant

Senior Extenal Consutiant

Senlar External Consultant

Senlor External Cansultant

Senior Extemal Cansultant

Senijor External Cansuttant

Senior Exlemal Gonsuliam

Senlor Extemal Consuitant

Senijor Extemat Consullant

Senior External Cunsultant

Date
220032013 to 26/0/2013

2104/2013 to 0542013

08/04/2013 o 12/D4/2013

15/04/2013 10 18/04/2013

2204/2013 to 260472013

25/0412013 to UGI2013

044052013 I 100572013

1140572013 to 17/05/2013

1A/05/2013 to 24/D65/2013

25/0572013 0 31052113

Hrs Adj
1560

19.50

23560

3078

25,60

43.00

35.00

Cherge Qut Rate  Charge

150.00

150.00

180.00

190.00

190.00

190.00

150.00

190,00

19000

130,00

ARITA
2945.00 Assels

3T05,00 Assets

4465.00 Assels

5B42,50 Assets

4845.00 Agsels

81700 Assels

11485.00 Agsals

6650,00 Assels

674500 Trade-On

TI25.00 Assels

Namrative

In canjunctien with the LM asset managers, undertook en inifial revlew of all MIF Tall Trees assets, cantracis, steluiony requirements and Inter-relalicnships 1o
undersiand issues, Impacts of the Retirement Vllages Act and summary of asset positions. Each asset was individually reviewed In tum through a workshop
pracess over several days.

in confunction with the LM asset managers, undertook a flle by file review of MIF asseis, il Hleing and loars
pastion {for pimarily Bridgewater, Saurces, OVET, Rediand Bay end Caboolture) to understand lsauas and asset posiions and start the process of formulating
strategles on gach of hese files.

In conjunciion with the LM esset mansqers, undeniook a fila by file review of assels, conlracts, counterparties, construction progress, titising and loans pastlon far
Keppel Bay, Kingapen, Aallo, Pereglan Beach, Tall Trees mode] as well as working through fallow up material for olher assels previously discussed.

In conjunclon with LM siaff, undentock a file by fle review of exsels, 9 titlging and loans postions for 5t Crispins, U-
Own, Madres Property, Coutter, Brambleton, Lat 111, Glendenning and KPG 13th Beach, Review asset u_m___m under d and | of
fund kgvel strategy and fund reparting. Undertank a seres of discussions with Deutsche Bank regarding the format and requirements arcund sddilional reparing
1o |he bank, Commancad review of MIF loans with spacific MPF Involvemant fo understand posltions and inter-relationships,

Continuation of develapment of individual asset u_m:m acrss the MIF assels as further information 15 prasented by the LM staff and commence development of a

fund lavel strategy n_..nzn_:m cash flow i likely where px ar whet i would be required __.u determine
same and lming of p | payouts 1o | ) 1 |opf of fund level investor .mun_._ Further review of loan positions, cor | positions, d
oplions and EE.__.E requirements for fies with MPF Invelvement. Begin process of sarting out new ¥ 't y for Investor with CBA.

Lin g delnlled raviews of Individial MiF fund aesals and developing esset spedfic strategies and plans and foiding these into the evelving fund Javel
strategy and cash flow, This undertaken fhpugh & seres of formal discussions and workshops with the specific LM staff managing the fes. Attended a number of

discussions with Tall Trees amund refinance, acset, capex, markeing aver the space of the wesk, Gantlnuation of wriling up the lnvester communlcation

document and detalled _.m<_m__z of fund level day I day cashfiow position.

Continuation of p of reviews of individuat MIF fund assets and developing asset specific strategles and plans and folding these nlo the
evalving fund level strategy end cash an! ...:-m E..nm_._hwm_._ through ‘a sertes ¢f famal discussions and workshops wih the specific LM staff managing the files.
Coniinuation of arliing up the investor and datalled review of fund lovel day to day cashiiow position, developing aseet plens and fund
level strategy for use It éourt and in knvestar cammunications, manage and drive the enacting of slrategles, Preparation of additionat detalbed fund materials for
court, Dealing with compitance issues acrass the fund. Dealing witlr kedaing / FX posltion and examining oplions on how to re-hedge positions..

C a series of o review progress across MIF fund assels an gn asset by asset basls with the Individual LM stafl _.mm_ue_.-m_!m. mam__mm__n: f
::,_._ﬂ up of specific asset plans and furd level stralegy mataral for use in court and investor From the prog

workshop to updata and refine the fund cagh fiow, Review of Greystanes and Sourea files with the L stafl 1o consider implications of the ‘adtiltonal s_ﬂammoa
received. General fund administration around day io day cash fiows and payients. Payment volumes now approaching 30+ per day each of which require review
and sign-off.

‘Work through FX hedging aiematives for the fund invesiors to daal with unhaedged axposures with
opiions (o rescive the cutetanding hedge Uabilties with Westem Union. Detailed review of cashilew to determine future abillty to meet forthcoming payments and
Idenify cash fiow stness palnis and funding issues, atllity to retine DB debt per amangements and meet future llablities for drawdown on files. Detalied legal and
cemmerclal review of the complex Balipas fils aver & serles of workshops over three days - the varks |egal kssues, legal oplnions, judgements handed down,
posflion betwesn MIF and MPF {complex), carwversion of bands and inktiale develgpnrent of an action Ymefine and future milestenes.

for off: Also worked through

Review of MIF fund essets with Individual asset manager on a flla by file basls over several days - comparisen with asset plans, progress achieved and reseis as
apprapriate, Review of fund end of menith cash flow prior lo Deutsche Bank principal and frterest payments. General fund adminlstration (paymants, etc), Dealing
with addMonal Tall Trees kssues acress the properties and with the operatar - involving several meetings and discussions with the operator. Dealing with review
and satlon of day to day | acyoss each of Ihe assel files as well as general fund level payments {up to 30 paymentswith detailed supporting

wation ravi and per day).
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SUPREME COURT OF QUEENSLAND

REGISTRY:  DBrisbane
NUMBRER: 3383 of 2013

Applicants: RAYMOND EDWARD BRUCE AND
VICKI PATRICIA BRUCE
| AND
First Respondent: LM INVESTMENT MANAGEMENT LIMITED

(ADMINISTRATORS APPOINTED)

ACN 077 208 461 IN ITS CAPACITY AS
RESPONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND

AND
Second Responders: THE MEMBERS OF THE LM FIRST

MORTGAGE INCOME FUND
ARSN 089 343 288

Third Respondent; ROGER SHOTTON
Intervener: AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSION

JOHN DAMIAN CORBETT, accountant and banking and finance consultant. care of

22 Market Street, Brisbane Queensland, states on oath:-

1. 1 am a managing director of FTT Consulting {Australia) Pty Lid {FT1).

2 | am a qualified accountanr, and have over 25 years' experience in
arranging and structuring large-scale financing solutions {up to 53 billion) for project
financed assets, resource projects, social and economic infrastrucrure transactions and

comfilex business operatiotis,

T
S PAGE 1
=
/fﬁf/ i /
Solicitor/Barvister/ustice o the Peace
AFFIDAVIT OF JOHN DAMIAN CORBETT Russells
Level 21
Filed on bebalf of the First Respondent 300 Queen Street
BRISBANE 4000
Form 46 Rule 431 Phone: 07 3004 8E88
Fax: 07 3004 8899

ime_20130471_247 12).dac
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3. Chief among my recent professional expesience is structuring, financiat
analysis, asset valuarion financial madelling, business case development, negoniation

and evaluation of:

E}] The Clem Jones Tunnel ¢$2.5 billich);
(b Newcastle Coal Infrastructute Group Ceal Terminal {$3 billion); and
(@ most recently. the development of an agriculrural. company (Hassad

Australia) for the Qatar Investment Authority (over $500 million).

4, My curriculum vitae Is now produced and shown 10 ime and marked
“JDC1".

Administration of LMIM

5. [ have been engaged on the atlairs of the LM First Morigage Income Fung

(IM FMI Pund), and other funds of which LM Investment Management. Limited
{LMIM) is the responsible entivy, si tice Me Park and Ms Muller were appointed as
administrators of LM Investment Management Limited on 19 March, 2013. In Iecent

times, 1 have concenirated my work on the LMFMI Fund.,

Asset Portfolio of .M FMI Fund
6. The LM FMI Fund has a portiolio of assets comprising 27 loans 1o

compantes that own or are developing properties in the follawing sectors:

{a) Aged care;

{b} Commerdial;

{c) Industrial;

(d) Residential; and

(€} Specialised residential.

LA~

Soli mmlﬁﬁﬁ?ﬁmﬁnﬁfcﬁ“ﬂﬂhﬁﬁeaee—w
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7. Under Ms Muller's direction, 1 have led a ream of professional siall of £7TT,
and also staff of a service company. LM Administration Piy Lid {administrators
appointed) (LM Admin) in underiaking a comprehensive strategy review of each of
the properties. including a detailed analysis of the finaocial and deve) opmental
positions for cack. That review has involved;

{a) seeking, obtaining, collating and reviewing information from the tecords of
the LM FMI Fund, LMIM, and LM Admin regarding:

i) the loan and mortgage arrangements (including the debt
position), for each property;

(3] LMiM's proposals for the development of each property, as at

19 March, 2013; and

(1) the consequent likely value of each property.

L) me orx FTI staff alongside LM Admin staff inspecting the properties 10
undersiand the physical characteristics, including any proposed
development of the property:

{c) ideﬁﬁfving oppartunities that are reasonably available 1o provide value 1o
members of the LM FM] Fund in the short term;

{d) considering whether the development proposals for the properties were
appropriate, given development timeframes, market conditions and the
need hoh to optimise returns to members of the LM FMT Fund, and to da
30 25 5000 as reasonably praciicable;

{e} reportiog 10 Ms Muller and discussing with her and other senior stall of
FTl as 10 the matters mentioned above; and

{3] impiementing action as a result of decisions made.

— A

Signed”  ~ : Solidtor/Barristerilusiice ofthe Peace

394




8. It emerged soon after FT1's appointment that, altheugh LMIM and L
Admin were working from financal plans for the whaole of the LM FM1 Fund, there
was, in my opinion, ipadequate financial analysis of, and planming for, the
developmemt and performance of individual assets. 1 formed Lhe view that,

particularly because most of the 27 loans were in defanlt on the appointment of the
administrators, this individual, detailed analysis and planning was necessary. I
discussed this with Ms Muller and she directed me to prepare a detajled analysis tor
each property underlying each of the 27 loans. This has been a very subslantial tagk.
It is not yet complete, espedally in refation o the valuation of the underiying
properties where addilonal specialist tnpul is required into development and property

zoning options,

9. Fer the purposes of the administration of LMIM, in respect of the LM M|

Fund, Ms Muller and other senjor FIT s1afl have also undenaking the following work:

{ai analysing, considering and undersianding financial arrangements and
structures between LMIM, LM Administation Pty Lid, the LM FMI Fund
and the .M Managed Performance Fund:

(by meeting regularly with representarives of Deutsche Bank to discuss
proposed strategies to ensure Deutsche Bank was aware of the
adninisirators” plans and did not take any action which may be prejudicial
to members’ interests:

{c} considering and calculating a plan of disteibutions of capital to members of
the LM FMI Fund satisfactory o Deuvtsche Bank. and to see its loan Tepaid

in full as soon as practicable,

10. In the course of this work, [ and FTI staff have developed individual cash

flow madels for each of the assets, and these models also now feed into an over-

PAGH 4
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arching cash flow model for the emire LM FMI Fund. This model plans the entire
work-ont of the LM FMI Fand, development of those underlying properties that can
be profitably developed and repayment In: full of the Deutsche Bank facility with a
minimuem of interest and associated cost. The pian involves return of all capital to

members within three years.

1. 1 do not exhibit these models, because they are commercially very

sensitive, and because they very large documents.

12, On the appolatment of the admindstrators, | also ascertained that neither
IMIM nor LM Admin had obtained valuations for most of the underlying properties
for at least the two years the preceding appointment. The review that T have
undertaken, in consuliation with Ms Muiler, has involved the need to obtain
substantal linancial planning and olher valuation advice, and 1o comunission
valuations of key propertics in a planned way. That is, 1o manage cashi flow and to
plan and execure this review carefully, we have been identitying what we have
meed “easy wins”, and also idenriﬁeﬂ the more substaniial commercial exposures —
and opportunities - for the assets LM FMI Fund. Jn tha process, the administrators

have obtained fresh valuations for over half the 27 u nderlying properties.

13. Again, [-do not exhibit these valuations, for the sanie reasons thar apply 10

the individual and LM MIF Fund cash, flow maodels,

14. As a result. of that work, 1 bave, in consultation with Ms Muller and other
senior FTI stafl, developed detailed siraiegies for each property. Those strategies haye
being prepared having regard to:

{a) current and forecast market conditions;

PAGE 5
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b the likely cosis aud risks associated with developing cach property yet to be
developed;

{c) the objective of undertaking an orderly asset sale program, in a
commerdially advantageous manncr, to retwrm members’ investment
capltal in a timely way; and

(d} the need (v realise and optimise capital returns for members of the L PMI

Fund.

Report by Responsible Hntity

15, In the course of undertaking the strategic analysis work for LM FMI Fund's
assels, [, and 1 belicve the administrators, have been very mindful of the need 1o keep
members ol the fund informed of the ouicome of the work. 1 have been responsihle
for the preparation of a report entitled “Report by Responsible Entity”, dated

7 June, 2013 (the RE Report). Now produced and shown to me and marked “Jnca”
is a true copy of that report. {Whereas In Lhis affidavit 1 have referred to “propertics”,

in that report I refer to “assets”,)

16. | believe the information contained in the RE Repoit is true and correcy,
based upon the information that was avatlable for each of the assets of the LM FMI

Fund and the apalysis that has been undertaken.

//-,-5/

Solicummmmhhg_&a ce
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17. All the facts and circumstances deposed to are within my own knowledge
save such as are deposed to from information only and my means of knowledge and

sources of information appear on the face of this my Aftidavit,

SWORN by JOHN DAMIAN CORBETT on 26 June, 2013 at Brisbane in the presence
of: 7

artisterrasticeuithreEsace

Deponent ' SolicitoriB

PAGH 7
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FTi Consuiting

22 Markaet Street
Brisbans, QLD 4000
Australia

Tek 467 (017 3225 4960
Fax: +31 (07 3225 4909

Education
B.Bus Capricernia Instiute
of Advenced Education

M Bus (App Fin) University
of Technolagy Sydnay

Cortifications
MAICD

Professional
Assaclations

Chalr - Infrastructure
Agsocigtion of Qld

y

Key Skills

* Evaluation and due diligence management of critical business case components of
major projects across economic and social infrastructure

* Capital reviews and capital structuring of ransactions and borrowing entittes
« Sirategic planning / business management

« Risk identification, agssessment, allocation, mitigation and management

* Financial analysis, asset valuations and financiat modelling

* Preparing and negottating major project finance decumentation

megajnr_tgl Education and Industry Assoclations

2008-13  Infrastructure Association of Board Member -~ Current

_ Quaensl_gnd Chairman
1092 University of Technology ~ Master of Business (Applled
Sydney ~~ Finance)
1986 " Capricomia Instituts of Bachelor of Business
Advanced Education ~ (Accountancy) -
Relevant Experience

John has over 20 years experience in arranging and strusiuring large-scate financing
solutions ($50 million to $3 billion) for large corporate and mulinational clients, local
government entities, state government enterprises, corporate agribusinass clients, project
financed assets, social and economic infrastructure transactions and complex business
operations.

John’s experience extends across retail and wholesale trade, local government financing,
cotton production and marketing, grain, cattie and sheep production, manufactring, coal
mining, waste services, airports, ports, toll roads, gas-fired power stations, renewsble
energy fransactions (wind and hydro), coal seam methane gas production and regulated
energy transmisslon.

Financing Expertise

*  Undertaken financing, corporate and local government budgetary analysis and capital
structuring, project structuring, asset valuation, sactor risk analysis, financial risk
analysig, risk mitigation strategies and financial modelling analysis for agricuttural, iocal
government, manufacturing, infrastructure, mining and retalling operations over the past
24 years.

» 8 years exparience in reviewing, enalysing, financing and critiquing business plans and
physical operations across a variety of corporate ($30m to $500m) agricultural inferests
extending across ikrig?d.c;tt’dﬂ. dryland grain eropping, catile breeding and finishing,

CRITICAL THINKING
AT THE CRITICAL TIME"
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cattle feedlots, and sheep operations throughout New South Wales and Queensiand.

12 years experience in reviewing and negotisting project, finance and construction
documentation across greenfield developments in gas-firad power generation in NSW
and Queensland, greenfield wind farm developments in South Austratia, a community
housing project in NSW, a port development in NSW and a toll road development in
Queensiand in order to mitigate transaction and construction risk and integrate these
outcomes into the financing solutions for each project.

Extensive experience in reviewing and analysing the technical aspects of transactions
{alongside specialist indepandent consultants engaged to critically anatyse individugl
transactions} to determine any technical or transactional weaknesses and address these
lssues in the financial structure to ensure the bankability of the transactions.

Broad Sector Experience

Menaged the due diligence, analysis, structuring, independsent expert reviews,
negotiation and decumentation of Lead Amranger and Joint Lead Arranger financing
roles across a wide varlety of transactions including:

The acquisifion of a portfalio of private hospitals for in excess of $1 billion by one of the
existing leading private hospiial operators;

Specific purpose funding for 2 local government bodias totalling in excess of $100m:;

3 separate acquisitions over 18 months for a domestio analgesics and therapeutics
manufacturer prior to the sale of the consofidated business for >$200m;

Betwasn 1992 and 1996, the acquisition and development of over $600m of irrigated
farming properties across New South Wales and Quesnsiand by 3 separats overseas
investors and 6 separate domestic farming operations;

Over 4 consecutive years, arranged and managed the cotton merchant financing
(including cotton and foreign exchange hedging) for around 60% of the annuat
Australian cotton crop; _

The construction and operation of the 450MW Braemar Power gas fired paaking plant in
CQueensiand;

The construction and operation of the 280MW Lake Bonney Wind Farm in South
Ausfraiia;

Acquisition of Hobart Airport;
Bond University’s acquisition of their campus from EIE Carporation;

The construction and operation of the BOOMW Uranquinty gas fired peaking plant In New
South Wales;

The construction and operation of the Braemar 2 gas fired peaking / Intermediate plant
in Queensiand;

Fully analysed and structured bid for Curragh coal mine;
Fully analysed and structured bid for Tweed River Sand Bypass PPP.

Current Industry Roles and Transactional Recognition

Board member (2007 — current)-and Chair of the Infrastructure Association of

fHeonsulting.couk 2
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Queensland (I1AQ).

* Board Member and Chair of Audit & Risk Committee {2008 - current) for Hassad
Austratia Pty Lid (a >3500m agricuttural company owned by the Qatar Investment
Authority) .

* Authored the 1AQ's Oclober 2008 PPP Guidelines submission to Infrastructure Ausiralia.

» Co-winner, CFC Awards 2008 Project Finance Deal of the Year for the Newcastia Cogl
Infrastructure Group cozl terminal at Newcastle. ’

+ Co-winnar, 2008 AslaMoney Project Finance Deal of the Year for the Lake Bonney Wind
Farm transaction.

* Runner-up for the 2005 ALB Law Awards Project Finance Deal of the Year for the
Braemar Power Station transaction.

Agribusiness and Agriculture Experisnce

» Broad égrimlture and agribusiness sector experience:
» Livestock (cattle, sheep)
* Intensive livestock {cattle feedlats, poultry)

» Processing (cattle, sheep and pig abattoirs, poultry processing, cotton ginning, dairy
pracessing, food progessing)

* Dryland cropping (coarse grains, cotion, sugar)
* Imigsted cropping (coarse grains, cottan, sugar)
» Commodity marketing (grains and cotton)

¢ 4 years running the ANZ corporate agriculture portfolio for NSW which covered sheep
producers, cattle praducers, grain cropping, cotton groducers (drylend and irigated),
sheep abattoirs, cattie abattoirs, cotton ginning, cotton merketing, grain marketing,
poultry pracessing & production and diary grocessing;

* 4 years running the ANZ Qid Corporate portfolio which included its exposures as lead
financier to North Australian Pastoral Company, Klicoy Pastoral, Golden Circle,
Bundaberg Sugar, KR Darling Downs, Norco, Wailace Logan and other major beef
graducers);

* Development of the business ptan for and current Diractor of Hassad Australia Pty {td —
a >$500m agricultural company whally owned by the’ Qatar tivestment Authority
operating sheep breeding and dryland cropping properties across ali maintand states in
Australia. In 2013, Hassad Australia is set to bacome the largest sheep producer and
top 4 grain producer in Ausiralia.

flconsuling.co.uk 3
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7 June 2013
Our Rerl: REL_B9T4r47 (FMIF) Caver Ltr,docx

CIRCULAR TO INVESTORS IN THE LM FIRST MORTGAGE INCOME FUND AND FEEDER FUNDS

Dear Si/Madam
RE: LM Investment Management Limited {Administretors Appointed) ACN O7T 208 461 {“LMIM™)

I refer o the appsintment of John Park and me as joint and saverai Administratars of LMIM on
12 March 2013 pursuant to resolution of LMiM board of directors.

Please find *enciosed a Circular to the Investars In the LM Fitst Mortgage Income Fund (*FMIF™)
and the feeder funds to the FMIF, nameily the Cumency Protected Australian Income Fund and
the Institutional Currency Protected Australian Income Fund.

Conteot Detalls

Investors are able to abtaln further informetion as follows:

1. Regular updates wil be provided on the LMIM voluntary administration website
( it =i ratign ;O

2. You can send an emsl! to mail@mausiralia com.

Yours faithfully
F71 Consulting

Ginettz Mufler
Voluntery Administrator

*Engk

FTi Consufting (Australie) Pty kimited
ABN 45 160 367 811 | ACH 160 267 ALL
22 Marhel Streel | Brishane QLD 400G | Austalis
Posin! Addrase | BP0 Box 3127 | Rrishene (LG 4001 | Australia
#S140)7.3225 4600 main | +&1i00 3225 4954 Fax § Hiconsulting-asia.con

Ligbllity iméed by 7 waheme 2pproved under Professional Stenderos Legislavon

404




ﬁ CONSULTING

- CRITICAL THINKING AT THE CRITICAL TIME™

LM Investment Management Ltd

{Administrators Appointed)
ACN 077 208 461
As Responsible Entity of LM First Martgage Income Fund and Feeder Funds

Report by Responsible Entity

¥ June 2013

FTI Consulting

GPOBox 3127

BRISBANE QLD 4000
Telephone: (07)3225 4900
Facsimile: (07) 3225 4999

www.fticonsulting-asia.com
Liability limited by & scheme approvad under Professional Standards Legislation
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| Pu rposes

This report has been prepared for the purpase of informing Investors of LM First Martgage Income Fund
(Fund or FMIF) and their Advisors only {collectively known as ‘Recipients' of:

{a) the work that has been undertaken as at the date of this report, in the administration of L
Investm_ant Management Limited (Administrators Appointed) (LMIM), in relation to the FMIF: and

{b) the financial position of the FMIF, particularly by reference to its assets.

This report may be used by Recipients in connection with their investment in the FMIF or for the purpose of
advising-of taking instructions from clients who are Investors in the FMIF.

" However, it is not to be used for any other purpose nor disseminated to any other person.

No copy of all or any part of this report may be made without the prior written consent of Voluntary
Administrators of LMIM.

By accepting a capy of this report, each Recipient agrees to use the report solely for the purposes, and in
accordance with the conditions, set out above.

Please note, consistent with the ohligations imposed by Princlpal 2 (Use and Disclosure) of the National
Privacy Principles, confidential borrower information including borrower identities, loan values and
realisable asset values have not been disclosed within this report.
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1 Executive Summary

1.1 Administrators Appointed
LM Investment Management Limited (Administrators Appointed) ACN 077 208 481 ('LMIM", the
Responsible Entity of the LM First Mortgage Income Fund (the ‘Fund’ or “FMIF') appointed John

Park and Ginette Muller as Voluntary Administrators of the Responsible Entity on
19 March, 2013,

LMIM Is in voluntary administration. The FMIF is not in administration. The FMIF Is legally
segregated and a separate entity from the Responsible Entity. The FMIF remains closed to new
investors and quarantined to ensure its assets are protected.

1.2 The Portfolio Management Team

The Administrators recognised at the outsst the importance of quickly assembliing a2 balanced
and experienced team who have a sole focus on the assets In the Funds {including FMIF. The
Administrators have sssembled a small dedicated and expetienced team to oversee the
management of the Fund assets and provide additional expertise into the developmert and
execution of asset strategies. Existing LMIM staff, with the requistte skills and knowledge, has
also been retained by the Administrators to continue to manage the Fund's assets. The two
teams have been working very closely together for the last two months to review all asssts and to
identify avenues to maximise the retums to investors.

The FTI personnel of the assembled asset team have no other responsibilities on the
administration besides a focus on working through ai! the LMIM Fund’s assets {inctusive of FMIF),
to progress these assets and maximise the returns to investors in the shortest time that is
commercially feasible.

The team is headed up by John Corbett, & former banking exacutive with extensive commercial
experience across property financing, property development, mortgage and legal lssues, strategic
planning, business operations, financial analysis and project management. John has extensive
banking and commercial experience which includes being a former board member of a
government owned property development entity with a greater than $500 miltion portfolio of
residential development projects which required structuring, funding, development and sale of
the completed projects in the open market to achieve a commercial rate of return.

John I8 supported by 3 personnel from FT1 with a collective 40+ years experience in property,
businesa planning & operations, financlai modelling, financial analysis, project management,
legal and security issues and dealing with real estate assets that are mortgages in possession
(noting that most of the FMIF assets are managed on a day-to-day basis by LMIM staff as
mortgagee in possession with FT1 oversight).
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The Staff from LMIM consists of three highly experienced/qualified development managers, four
experienced project managers and property development staff, LMiM's financlal
managsment/accounting team and LMIM in-house legat and paralegal staff.

The team overseeing the LMIM tsam forms the core resource group for managing the FMIF
assets. This team is supported by outside expertise for specific technical, legal and commercial
reviews in addition to the market assessments and valuations if and when required.

As was communicated in the Circular to Invesiors on 25 April, 2013, the overarching Fund
strategy remains as follows: to “undertake an msset sales program with an ordedy sale of all the
remaining assets of the Fund in & commercial manner, with an objective to return investors’
investment capital as quickly as commerciaily possible”.

The Administrators continue to work with LMIM management to prioritise the following;

* progress the orderly sale of all the remaining assets of the Fund and provide a return of
investors’ investment capital as quickly as possible; and

* protecting asset value and ensuring the least possible disruption to investors.

LMIM and the Administrators (herein known as the ‘Responsible Entity’) continue to be fully
committed to providing investors with a high leval of traneparency and meaningful Information
with regards to their investment in the Fund. The Responsible Entity fully appreciates the impact
of the closure and decfine in capital vatue of the Fund to individual investors over the past couple
of years, together with the uncertainties created through the Voluntary Administration of LMIM.

We would like to assure investars that the Responsible Entity is working to maximise the capital

return of the fund in a timely manner and trust that this comprehensive fund update will provide
further comfort in this regard.

2 Fund Level Administration Update

2.1 Fund Qverview

The FMIF comprises a portfolic of 27 commercial loans with a historical book value of
$326,102,759 {per the lest formal investor update dated 24 January, 2013). Two of these loans
have had all security sold and mortgages released. However, there is residusi debt on each ons
and these files now rieed to be closed - these have been disregarded when we discuss the
various assets fater in this report. $n addition there are two borrowers each with two separate
ioans for the same asset. These have been treated as one facifity in each case for the purposes
of discussion later in this report. The majority of these morgages have defaulted and where this
is the case FMIF Is acting as morigagee In possession.

The Responsible Entity is currently conducting a review of the business and ail of the LMIM funds
and is now writing to provide a comprehensive update 1o investors as a matter of priority.
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We will continue to assess options to further enhance values as we progress with the asset
reviews and as additional information comes to hand. It is too early in the process o include into
the portfolio assessment potential outcomes such as a sucesssful rezoning of a land subdivision
or the like and this may have future positive benefit to the valuation of the EMIF.
The following tabie presents an aggregate view of the assets types and potential strategies that
the Responsible Entity would employ over a two year period for each asset type.

Mainly compieted or pa

- focus is to

Mix of completed, partially completed and
deveiopment sites - complete projects where
appropriate; marketing and sale of completed -
gssets and assessment of options for
develonment sites

*Parcentages based on FMIF [oan balance as at 31/12/2012

) '"F';:'irll:fdlio As“set"'l-'ypé --Abril- 2013

= Aged Care
& Commercial
m Industrial

= Rasidantial

# Specialized
Residential

As can be seen, the portfolio has a very heavy exposure to the aged care asset sector with ali of
the related projects in various stages of planning or development.
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2.2 Comprehensive Asset Strategy Raview

This review has been conducted 1o ensure that a thorough approach is being adopted across all
assets to identify issues and impediments to maximising value In a timely manner. In addition, it
also allows the Responsible Entity to confidently deliver to the twofold primary objectives of

returning investors” investment capital as quickly as commercially feasible, and also to maximise
the raturns to investors.

As a part of the structured review process undertaken by the Administrators and LMIM asset
management team, the following key tasks have been performed:

Verified the current status of alf assets to understand Issues that may be impacting vatue or

delaying the realisation process in order to directly and swiftly address all asset deterioration
issues;

Validated ownership and lending structures and identifled stakeholders;

Asset valuations were reviewed as part of each asset strategy. [n many cases, the asset

valuations were outdated (3 or 4 years old) and new valuations are being sought as part of
our assessmeant process;

Further indepandent expert input was sought for specific asset issues where required;

Detailed asset and fund level cash flows were developed by determining future asset related
rental income and operating expenses, development costs, sale revenues and selling costs,
This information was essential to better understand the impacts of different strategies and
allow fully informed decision making;

Using the above anelysis and recent market data, all existing assets were reviewed and
enalysed to develop refined individual asset strategies. A clear and considered focus was
maintained on maximising valugs to investors and expediting capftal return. The key elements
are balancing risk and time with expected outcomes to ensure that the portfolio retums can
be larggly delivered in a progressive manner aver the next two ysars. The following specific
topice were addressed during the reviews:

o Identify all pptions to maximise vaiue;

o Identify timely asset realisations whilst maintaining assst value (referred her=in as
“Quick Wins™);

o Develop indlvidua! strategic ptans for each asset;
o ldentify and quantify risk issues;
o Develop dafined precess steps for action and monitoring:

o Based on the refined strategies, individual asset action plans have been establisheq
containing clear LMIM accountabilities and timelines;
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o Atotal Fund level strategic plan and financial plan was developed which consolidated
individual asset strategies into a total fund stratagy, inctuding a rapayment schedule
for the Deutsche Bank facility and a schedule for the estimated timing of investor
tetums; and

o The Responsible Entity's strategy supports the avoidance of a fire sale.

From this process, the Responsibie Entity has ciearly established the next steps in working
through the FMIF asset portfolio, including:

* Constant ongoing refinement and monitoring of asset level strategic plans and financial
assessments;

+ Take action on the identifled Quick Wins; and
* Take action to rezone identified assets in order to Improve value.

The overall objectives that the Responsible Entity is working towards are:

* Maximising the returns to investors from asset divestments;
* |dentifying and securing opportunities to minimise costs;

» Providing for the full repayment of the Deutsche Bank facility in June, 2012
(facitity maturity); and

+ Provide distributions of capital to investors as the fund s wound down.

2.3  Maximising Asset Values
Throughout the portfolio updste section of this report we have putlined the following:

* The Responsible Entity's current and very early stage assessment of whether there Is fikely o
be a reduction in asset values as we work through the portfolic wind-down;

* The methodologies being adopted to stabllise assets where issues are apparent; and

* The review of the exigting asset strategies to identify and progress alternate asset strategles
that have the potentiat o further improve value without undue risk.

All of these efforts of the dedicated Responsible Entity asset team are directed towards seeking
to enhance investor vaiue through either improvements in asset values, faster retum of capital 1o
investors or reductions in FMIF costs., As such, we will continue to provide comprehensive
updates of the portfolio and will be endeavouring to enhance the total partfolio return beyond
that currently indicated thraugh our early stage assessments.
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24  The Asset Valuation Process

Whilst the asset valuations were considered and updated as a part of the review outlined above,
fimitations encountered have meant that there are st qualifications to a definitive valuation of
the Fund at this stage. Those limitations are as follows:

s Additional independent data is needed to be gathered and assessed;

« Complexity of the assets and related project Issues require more time for analysis; and

s Someissues, challenges and potential incremental vaius opportunities need to be further
clarified before individual asset strategies can. be finalised and agreed.

However, the Responsible Entity would jike to highlight the following:

¢ Development loans are being assessed on both an “as is” basis and “as if complete”
basis; and

¢ A number of thesa development loans are in default and a current independant review of
asset values is required,

From a whole of fund valuation perspective, the Fund is vulnerable to any movements in the
value of undetlying property and with a large proportion of these loans clessified as
“development loans” and “in default” it is likely that there will be further downside movement in
the valuation of the Fund. We are presently receiving and analysing $ndependent verification
data such that we can provide clear valuation guidance in the next update. We appreciate that
investors are looking for this Information as soon as possible. Wa are working to pravide
valuation information as quickly as is feasible, whilst belng cognisant of the need to present
realistic and verifiable data.

The assets therefore require well considered and efficient stratsgies to arrest declines in asset
values. This is a high priority ares for the Administrators’ asset team and one where they are wel}
experienced to direct and assist LMiM management.

25  BIS Shrapnel Report

BIS Shrapnel have prepared a report that comprises an evaluation of key variables used in
feasibility studies undertaken by LMIM when developing an asset strategy for the FMIF. The
purpose of the report was to determine if key variables adopted are, In BIS Shrapnel’s opinian,
fair and reasonable and to provide commentary around these assumptions and inputs, The
Responsible Entity has reviewed this report and taken into consideration the outcomes of the
report in light of the potential asset siratagies being adopted (outtined above} by the Responsible
Entity. in some instances the asset strategies that will be employed by the Responsibie Entity
differ from those recommended by BIS Shrapne! given that BIS Shrapnel were working to 2 much
longer asset work out timeframe compared to the Responsible Entlty who is working on winding
down the fund in a progressive manner over the next two years,

26  Minimising FMIF Costs

The Administrators’ have implemented 2 comprehensive operational system since the date of
their appointment that addresses pre-existing gaps in financial controls, inctuding cash flow
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modelling at the individuat asset / toan book level, With the introduction of controiler leve)
budgsts and cash flow modelling, the Respansible Entity is now able to better control and identify
avenues to reduce asset holding cosis. This, together with comprehensive control sysatems to
monitor expenses, will substantially assist the Responsible Entity in our objsctive to maintain
tight cost controls and cost reductions across the FMIF portfolio.

2.7  Hardship Payments
Historieally, hardship payments to investors approved by ASIC have been made by the Fund
where redemption requests have been frozen and where capital distributions were on hold
pending necessary asset realisations. The fund is being wound down and asset resfisation
strategies implemented to allow future periodic capital distributions. Capital distributions
commenced in March, 2013. It is intended that the periodic capital distributions to investors
continue in a planned and regular manner. This process i turn, materially decreases the need
for separate herdship payments to continue. Should a circumstance arise and be approved by
- ASIC that would dictate the need for a separate hardship payment, the Fund will consider the
fequest, however it s intended that regular periodic capital distributions are the most
appropriate path forward for investors as # provides for equal (per unit basis) distribution at an
equal time.

2.8  Distribution of Capital to Investors -

We are cognisant of the desire for investors to receive regular capital distributions as the FMIF ig
wound down. To this end, we ars expecting that after the June capital disttibution s processed
there will be a further distrlbution in early August and thereafter, capital is expected to be
distributed to investors on a quarterly basis, subject to cash flows, as the wind down progresses,

2.9  lJune, 2013 Capital Distributions to Investors

The FMIF is distributing a total of $4,270,690.45 to ALL underlying investors, including each of
the LM Currency Protscted Australian Income Fund {CPAIF}, LM Institutional Currency Pratected
Australian Income Fund (ICPAIF) and former LM Wholesale First Mortgage income Fund (WFMIF),
Payments will be received by investors in the next few weeks. You will be natified of the cents

per unit represented by the payment when the payment is made. Following are the total
payments:

s CPAIF-$1,056,218.30

s ICPAIF - $81,832.71

= WFMIF - $844,695.05

¢ Other FMIF investors - $2,287,844.39

Members should be aware that the consent of Deutsche Bank was necessary befors this
distribution was allowed. We were pleased to advise that we have galned that consent.
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We remind WFMIF invastors that Tritogy will be responsible for distributing the capital payment. it
receives fo the underlying investors in that fund. We note that LMIM had previously paid 3

capital distribution of approximately $1.7miltion from FMIF to the WFMIF at the beginning of
March, 2013.

A distribution statement will be forwarded to you when the payment is made and this will set out
the cents per unit returned to you.

2.10 Repayment of Deutsche Bank Facility

The Fund has a fully drawn line of credit with Deutsche Bank of $26 million. This facility remaing
in place and centinues to operate in the same manner as before the appointment of Voluntary
Administrators to LMIM. Deutsche Bank has not requited any amendment of the terms of the
approved facility parameters.

The Responsibie Entity bellaves that the Deutsche Bank facility is an expensive facillty, thersfore,
we investigated a course of action which would prioritise repayment of this facility over any
capital returns to investors, However, after careful review of the terms of the facility, it became
apparent that early repayment would incur additional costs resufting in a conclusion that early
repayment is not a financially viable or financially responsitie option for FMIF. Accordingly the
facility repayment is proposed to occur in fuil as originally planned at the maturity date of
30 June, 2014,

With the level of financial modelling and forecasting that the Responsible Entity has developed to
manage and rmonitar FMIF, we will be ensuring that, in making future capital distributions to FMIF
investors, sufficient funds will be reserved to ailow full repayment of the Deutsche Bank facility at
loan maturity,

We are pleased 1o report that since the Adminigtrators’ appointment the interest costs and
principal repayments continue to be paid as scheduled from the cash fiows of the Fund. We are
working towards the previously agreed reduction In the facility to a required maximum of $25
mitllon by the end of June, 2013.

The Voluntary Administrators maintain a close diaiogue with Deutsche Bank tob ensure they
remaln fully informed and comfortable with the ongoing operations of this facility. The Deutsche

Bank facility is in place to 30 june, 2014, with &n option to further extend to 30 June, 2015, if
required.

2.11 Foreign Currency and Hedging

The forsign currency hedges for investors into the ICPAIF and CPAIF were disrupted following the
abrupt cancellation of facilities by existing providers. The Responsible Entity has worked 1o
establish new facility arrangemenits with alternate praviders which are now finalised and we are
now progressively reinstating the hedging to protect the fareign exchange exposures of the ICPAIF
and CPAIF fnvestors as the Fund's assets are progressively divested and capital returned (which
is expected to take around 2 years),

aat T}
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This abrupt canceliation by the previous foreign exchange providers has resuited in some losses

to the CPAIF and ICPAF funds which we are st quantifying - despite repeated requests of these

former providers over the past 8 weeks, we only received the detailed transaction reporting on
Thursday 23 May, 2013 for the transactions they unilaterally undertook during the week of the
22 to 25 March, 2013.

We should highlight that the quantum of losses from the cancellation and rginstatsment of the
foreign exchange hedges are not substantial - we estimate that the losses will be between
0% - 2% {depanding upon the currency concerned).

2,12 Update Your Payment Detaiis
if you have recently changed your bank details it is Important that you please complete the form

available on the FAQ page of the www.Iminvestmentadminisivation.com webslte and email the
completed form to investmentservices@LMausiralia.com as soon as practicable.

2.13 Income Catch-up for Relevant Investors

The Responsible Entity is aware of this issue and proposes to make a further payment to those
FMIF investors with income distributions outstanding, The Responsible Entity will provide further
tommunication around the timing of such payment as soon as possible.

3 Comprehensive Portfolio Status Update

3.1 FMIF Portfolio -~ Achievements to Date
in the nine weeks sinece the appointment of the Administrators’, there has been substantial work

undertaken across the asset portfolio of FMIF sign ficantly advancing actions and strategies. The
achlevements to date include:

3.L1 Addressing Asset Deterioration

There were a large number of assets that had started to display deterioration - either in a
physical sense or In a strategic / commercial sense. Examples of these and actions already
undertaken include:

A pertially completad Industrial development - this asset saw construction commence in 2009
which then halted in 2010 following cost, certification and contractual issues. Investigations by
fndependent experts were undertaken through 2011 and into 2012 that highlighted FMIF had a
valid legal clalm. A review by seniar counsel concluded FMIF had a strong case that could be
brought agalnst parties for professiona! negligence which Is expected ta return in excess of $2m
to FMIF. The tlaim was to have besn progreesed at the time of the Administrators’ appointment
and with only 2 months before the time limit for astion expires, the Responsibie Entity is now
urgently progressing this.

A compieted residentfal projact with major defects - whilst the defects were recognised, little
definitive action had been undertaken in determining how FMIF could either resolve the defacts
or identify an exit strategy. This asset has continuad to physicaily deteriorate over the past

P
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couple of years. The asset is & cash-drain on FMIF as revenue does not cover the hasic asset
holding costs (rates, taxes, eic). The Responsible Entity is now quickly working to identify the
most appropriate exit strategy for the asset and has received formal detailed submissions from
external parties on this in the past week.

A new residantial project - lack of funds saw the project marketing wind down last year foliowing
a solid initial pre-sale sffort. This project Is welt located with the overall residential market data
in that area demonstrating buoyancy over the past 18 months. There exists a risk of existing
pre-sales falling away in the near term if the project is not progressed which would significantly
impact the asset vaiue. The Responsible Entity has initiated the development of a marketing
ptan and budget to strengthen the financial options for this project in the short term,

3.1.2 Maximising Value

Beyond addressing issues around asset deterioration, we have also been actively reviewing the
portfolio- to identify actions that would maximise value - both recognising market conditions
where future value appreciation is limited (due to long term structurat or oversupply issues) and
~ identifying assets where positive actions have the potential o provide a mora marketabie
product. Examples include:

A completed residential projact - Following an unsuccessful marksting campaign, this project
was being held by FMIF until an improvement in market conditions on the basis of it generating a
return for the fund (assumed approx 3.8% net return). In developing the assat level cash flows
and probing on costs assoclated with this asset, the Responsitle Entity has determinad that the
asset in fact is ganerating a retum of less than 0.4% of its impaired loan balance. This asset has
a current vaiue of around $9m to $12m with Hmited near term upside {other than wih optimistic
market assumptions) to justify a longer term retention. The Administrators have since utilised
thelr extensive network to identify interested and financially sound parties far its divestment and
the Responsible Entity is presently exploring these opportunities.

Land rich projects being prograssed with an aged cave (Toan/lease model) sales strategy - there
are a number of aged care projects across the FMIF portfolio and these comprise a substantial
portion of the portfolio's value. For some assets, these aged care strategies are likely to be the
most appropriate strategies to maximise value (given thelr location, project size or current level
of development), but there are other projects which are large sites and the risks and timeframes
1o develop out these projecis as presently concelved are very substantial. A number of these
have the potential to be restructured and progressed more efficiently with substantially reduced

" risk as predominantly traditional residential land projects (also consistent with their zoning),
These are presently recslving high priority for assessment and analysis with indepandent expert
reports aiready commissioned and now coming to hand. In at least one instance, there is alsp
potential to progress higher density zoning approvals as part of the residential focus which
affords significant opportunity to enhance values from where they presently stand.,

3.1.3 Quick Wins

There are a number of instances where the Responsible Entity has identifled opportunities for
timely asset realisations whilst also maintaining asset value (referred herein as “Quick Wins"),
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The benefit of identifying Quick Wins is to increase the speed of returning capital to investors
through the realisation of stagnant security where it is not of benefit to investors to delay their

realisation. Some of these have already been coverad ahove, but other relevant examples
include:

An Integrated development project - 7 x 3 bedroom dwellings were completed in 2012. These
dwellings have not been marketed to date nor are there any impediments to being marketed,
The dwallings are located in a well sought after capital city location and had delayed marketing
and sales due to indecision on strategy (being considered as possible aged living assets on a
loan/lease model). We have identified that they can easily be sold as freshold residential for
which thers Is sound market demand, We are presently completing 8 market eppraisat on these
properties and expect to commence marketing these in the very near term. Estimated valus of
these is in the order of $2.3m to $2.6m.

A fully completed strata-titied commerolal praject in an east coast capital clty - This project was
completed in 2007, To date only 25% of the commercial units have been sold and the project
has a stalled sales strategy. The market for this product is sound and the project required urgent
sirategje attention in order to revise and recommence the marketing campaign. This is presently
receiving attention in order to unlock proceeds which could amount to between $12m to $15m.

3.2  Asset Portfolioc Overview as of 24 May, 2013

As highlighted earlier and discussed in more detail through this report, the Administrators’ have
been working with the LMIM asset managsment team to identify strategies and options 1o
enhance portfolio value bayond an *as is” value. The key elements are balancing risk and time

with expected outcomes to ensure that the portfollo returns can be largely dslivered in g
progressive manner over the next two vears.

Based on the existing asset level strategies, about one third of the assets would require betweaen
4 and 8 years to be fully realised. Thisis obviously too long a delivery timeframe as it introduces
significant risks and additional costs in defivering these outcomes. Accordingly, the Responsible
Entity is driving to ensure that the updated asset strategies developed are still capable of

delivering sound value upside compared to a current “as Is” value, but within acceptable
timeframes.

The last reported valuation for FMIF was 59 cents per unit {June, 2012 audited accounts -
disclosed in November, 2012 investor update). Given the gap in up to date asset valuations it is
not possible to provide a considered assessment of value at this time. However based on our
review to date, it is highly fkely there wil} be downward revisions to previous FMIF Joan book
values when this is finalised in coming months.

Even as a heavily worked value accretive strategy, the Responsible Entity acknowledges that this
i3 a poot outcome for Investors and is reflective of the assets in the portfolio where most of these
are fafled borrowers / falled developments and are held by FMIF as mortgagee in possession.

For a number of assets, there-is fimited substantial upside to their “ag Is” values and for those
-~
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that the Responsible Entity has identified with valug accretive options, these are limited by
underlying asset Issues or market issues.

We will continue 1o assess options to further enhance values as we progress with the asset
reviews and as additional information comes to hand. it is too early in the process to include into
the portfolio assessment potential outcomes such as a successful rezoning of 8 tand subdivision
or the iike and this may have future positive benefit to the valuation of the FMIF.
The following table presents an aggregate view of the assets types and potential strategies that
the Responsible Entity would employ over a two year period for each asset type.

P or partially completed projects -
focus is to resolve issues, develop marketing
' nd progress io sale:

| Residential  Mix:of completed, partially completed and 2
development sites - complste projects whare

appropriate; marketing and sale of completed

assels and agsessment of optlons for development

sites

*Percentages based on FMIF loan balancs as at 31/12/2012

Pbrtfolio Asset Type - April 2013

s Aged Care

& Commarcial
s Industria!

= Residential

= Specialised
Residential
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As can be seen, the portfolio has a very heavy exposure to the aged care asset sector with ali of
the related projects in various stages of planming or development.
The map below demonstrates that FMIF comprises a diverse portfolio of assats across Australia,

Weslemn
Austrafia

3.3  Portfolic by Property Segment

in reviewing the existing assets, a key focal point of analysis has been a review of the underlying
values / valuations of the assets. Given present market conditions, a number of the valuations
are out-dated and new valuations are being sought as part of our assessment process, However,
following further analysis and review overseen by the Administratars, it was identified that that
there are a number of assets where the provisioned loan values (il.e. the current FMIF book
values) are stit higher than a reascnable assessment of current valuation would suggest and
further asset write-downs can be expecied.

3.3.1 Aged Care / Retirement

FMIF is mortgagee in possession for most of these assets as the ofiginal developers have
defaulted and FMIF has exercised its rights as first mortgagee. As aresult, FMIF ks now acting as
the developer and is seeking to maximise the returns through completion of the projects. The
table overieaf presents a brief gverview of the individua! assets:
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_Fogs

| Aged Care / Rovise / p s rke gram for the vacant aged
Retirement sidences and sell the ongoing business to an existing

Restructare balance of project Into residential development sites
and sell down '

Rezone and subdivide balance of land as residential. Complete

| Retlrement a DOI‘tICln of planned aged care bulld program and sell down
N ; aged care dwellings & aged care business.
QL'.:B-/ 2y

The general business mode! for the Agad Care / Retirement assets involves developing the
properties into dwellings {units or houses) together with the development of common facilities
{community facllity, pools, etc} and the provision of supparted care in some business models.
The sale of a dwelling involves a loan / lease structure - whereby a purchaser acquires a
dwelling through provision of & loan (at an amount that matches the valuation of the dwelling)
that entitles them to occupancy as long as they require. The tenant is also up for regular fees
(much like a body corporate payment) which cover the contribution to the maintenance of the
commean facllities and partially pays for the care/ support they receive. When the tenant leaves
the dwelling, the manager wiit then find a new party to acquire the dwelling at the then market
vatue and a portion of the proceeds are returned to the original tenant and a portion retained by
the manager.

The revenues from this model are derived from developing and “selling” the dwellings to agad
tenants and once all dwellings are sold, from the proportionate income retained by the turmover
of dwellings as tenants leave and new tenants are found. However, to operate this model
requires heavy ongoing expenses, such that the business model does not mature and become
operationally cash flow positive until most of the developed units are sold when there is a regular
turnover of dwellings income to support the level of care and operational expenditure. The
nature of these assets and the business model they operate under means that these assets take
a considerable period of time to be fully developed and sold to reach a steady state of business

operations - at which point the business is also sold to generate the final component of return
on the development.

The Responsible Entity's review of these assets has indicated the potential for a negative
variation to the current FMIF loan hook value. This is due primarily to:

s Current strategies are generally to build out and sell thess assets owver exiended
(4 to 6 year) timsframes: jnéf;.
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«  Current significant monthly operating losses in these under-developed assets.

Togethef, these complex business model elements serve to make the mssets refatively
unattractive in the current market in their present form. Market testing on a couple of selected
projects undertaken in 2012 indicated that longsr term work-out strategies were required to
maximise investor capital rather than to initiate an immediate asset realisation process.

The Responsible Entity has been undertaking substantial work 1o identify and develop options
that will enhance the value of these assets for FMIF investors within a more appropriate {2 year)
timeframe. The over-riding criterion the Responsible Entity has set is to Identify strategies that

both reduce the risk and reduce the timelines in progressing with selected value enhancament
strategies.

3.3.2 Commercial

For the 3 commercial assets listed below, FMIF is mortgagse in possession or in the process of
moving to mortgagee in possession. Al three assets are in the process of selling down. Two
assets are expected to be fully sold by end 2013. The third asset has substantial remaining
stock to sell but has attracted Iittle market interest for over a year at current prices and
marketing approach. This is presently receiving attention by the Responsible Entity as described
later in this report.

Assetlype  Morgagesin
" Possesslon

Restructure marketing appruach and pnces in line

h market. Sell dow

Given the gap in up 1o date valuations it is not possible 1o provide a cansidered assessment of
value at this time. However, it is likely there will be downward revisions to previous FMIF loan
book values with limited avenues to enhance value for two of these assets. The third asset
requires significant reworking of strategy and this is presently receiving attention.

3.3.3 Industrial

For the industrial assets listed below, FMIF is mortgagee in possession or in the process of
moving to mortgagee in possession across ali four assets. Of the two developed assets, one (s
expected to be fully sold by the third quarter of 2013 and the other has been recently
unsuccessfully marketed as there are contractual structures in place that make the asset
unattractive to third parties - this is raceiving further attention by the Responsible Entity tg
identify possible resolutions.

" Potontial Strategy - Overiew
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One asset has been fully sold leaving a shortfall on the loan but there may be some avenues for
FMIF to recover further money through pursuit of supporting securities (guarantzes). The loan is
subject to legal disputes between FMIF and subsequent morigagees and the Responsfble Entity
is presently investigating these matters to develop a strategy to finallse the legai issues and seek
recovery of further amounts via the supporting securities.

The final asset s a stalled development project that requires a strategy to both resolve
commercial / litigation issues that could be beneficial for FMIF Investors and identify the hest
path forward 10 maximise the asset value for FMIF investors. This is receiving high priority by the
Responsible Entity given time limitations around poientiat litigation.

Given the gap in up to date valuations it is not possible to provide & considered assessment af
value at this time. However, it Is likely there will be downward revisions to previous FMIF loan
book values. For at least two of these assets there are avenues that could be undertaken over
the next six months that could substantially enhance value. The remaidning asset is expected to
be sold by third quarter of 2013,

3.3.4 Residential
FMIF is morigagee in possession or moving to this position for six of the 7 assets listed below.

“AssetType  Mortgagesin® "~ Potential Steat egyOvervlew
' Posuesslon_

The assets not in possession are not productive loans and we are progressing to assume the rale
as Mortgagee in Pogsession

Of the remaining six assets, there are three relatively significant assets in this component of the
portfolio as follows;

1. Acompleted residential project that is in the process of selling down;
2. Astalled residential development project; and
3. Aresidential land development project.
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The remaining three assets are small and all in the process of selling down, albeit with losses
expected against their outstanding loan balances.

The stalled residential project is a quite significant project requiring remedial work to be
undertaken and a marketing strategy to be re-scoped and progressed before we could
contemplate either a sale or some other form of exit strategy. A sale “as is” is not considered
apprapriate and value should be significantly enhanced with the appropriate level of care and
attention to strategy and exacution. This is receiving high priority by the Responsible Entity with
the view to be able to undertake a favourable exit by fourth quartsr of 2013.

The final asset is a residential land development project in an area with weak demand. Itis a
difficult site with areas that will be expensive to sub-dlivide. This impedes the economics of
glements of the project and the Responsible Enttty has been undertaking preliminary
assessments of alternate sirategies. This is not an urgent priority a8 there Is an existing stage
that has been completed and is in the process of being marketed. Marketing will need ta
progress further before any future development stages could ctherwise be contemplated.
Rather, the initial focus for this project is an effective marketing / sales program to shift the
existing lots in & timely manner, with strategies for the remaining balance of land to be worked up
in parallel. Given the gap in up to date valuations it is not possible to provide a considersd
assessment of value st this time, Howevet, there Is lkely to be downward revision on the lgan
book value of this asset.

Overall, we expact a significant percentage (>60%) of these assets to be realised by first quarter
of 2014, with the balance subject to the current strategic assessments being undertaken.

3.3.5 Specialised Residential

FMIF is mortgagee in possession for both assets and they have been heid by the fund for some
time. Hoth assets are in poorly performing local real estate markets which limits options for
divestment. Each asset also has significant holding costs which are not covered by income
streams. One asset also has construction gquality issues which are impeding potential
divestment.

“AssetType - Mortdagee ln - Potantial Strategy - Overview -
: Possessian

pshalBwmanies
Sale in one linewith a i@ d marketing campaign -
vagx_shailpw market for _i_pdivigygl_ sales,

The Responsible Entily has been reviewing these as priarity items given the potential for further
building deterioration in one case and the need to identify divestment options in both cases. The
strategies are stili formative; however there is reason to believe that both assets could be
divested by first quarter of 2014.
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Given the gap in up to date valuations it is not possible to provide a considered assessment of
value at this time. There is likely to be downward revisions on the loan book value of bath of
these assets. However, the Responsible Entity has identified some avenues where we may be
able to improve this outlook.

3.4  Portfolio Guidance

tn our analysis of the assets, we have been reviewing the underlying values / valuations of these
assets. Given present market conditions, a number of the valuations are out-dated and new
valuations are being sought as part of our assessment process. However, following further
analysis and review overseen by the Administrators, it was identified that that there are a number
of assets where the provisioned loan values (i.e. the current EMIE book vafues) are still higher
than a reasonable assessment of current valuation would suggest and further assat write-downs

can be expected. This is the case with the aged care component of the portfolio due to a number
of factors including:

¢ Using an an-completion valuation to determine the provisioned loan valug whereas in winding
down the fund an “as is” approach may be adopted;

¢ Inclusion in the previous valuation assessment of a business value to the operating business
when the asset reaches completion - this value is uncertain and would not be achievad for

between 4 and 7 years (depending on the asset and its present state of development) as so
wauld be discounted in an “as is” vaiue; and

* In some cases, the assats are incurring substantial monthly operating losses which would be
reflected in an ‘as is’ value. These operating iosses cannot be significantly reduced due to
legislative requirements around their operations as aged care facilities.

The other asset category where there may be a significant diminution in value when considered
on an “as is” hasis is the specialised residential portfalie. This is due to the nature of the azsets
(resort style assets), the state of the local real estate markets and also significant site spacific
fssues around location, building dafects and resort performance.

Other assets where there will be notable value diminution include:

* Alend subdivision where localised market conditions have seen a reduction and slow down
in new land sales. This property also has difficutt ground conditions making some of the land
uneconomic to sub-divide profitably at current contractor rates;

o A residential development which has been fufly soid and where the balance will need to be
written off as the guarantors now reside in an overseas jurisdiction there is limited prospect
of any furiher recovery; and

¢ Acompleted capltal city commercial developmant where there hag been limited demand for
the completed asset with only 25% soid in & years. There are Issues with snd valuation /
prices sought in the market and hence a very low level of completed sales to date together
with ongolng retention costs (maintenance, rates, land tax, ete) necessitating a more
conservative approach to '%;;zmiated value.
ey
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3.5  Process Enhancements

Since the appointment of the Voluntary Administrators, the specialist team has undertaken an
extensive review of the FMIF portfolio end also the underlying processes and procedures in
managing that portfolio. This review has intreduced a range of control processes that were sither
non-existent or under-developed. in addition to this, the team has strengthened a number of
other processes in the assessment of credit risks and management of the assets.

The Administrators’ analysis of FMiF's Operational System since the date of our appointment
demanstrated a few areas that required improvements and im plementation of controls in refatlon
1o cash flow for Fund and individual loan levels,

The Administrators' Identified a significant gap in financtal controi which included cash flow
madelling at the asset / loan book level. The Administrators’ have since instigated the
introduction of controlier level budgsts and cash flow modelling to build a fund level cash flow
model. This model has aise been an invaluable contribution in detarmining future assect
strategiss through the analysis of holding costs versus realization model o ensure that investor
returns ere maximized.

The processes now in place include:

3.5.1 Strategic Review of Assets

Strategic reviews have been completed for all assets and initial strategic plans dacumented.
There are a number of assets where revislons to existing strategies are necessary as the existing
strategles were either not appropriate in cutrent market condiions, not financeable or otherwise
carried significant risks in exscution. These strategic review actlons will be ongoing for each
asset to ensure that there exists a process to capture and fully assess the impacts of new
information as it Is received. For each asset, the Responsible Entity has created a process to
callate into one document all they key transaction description, loan / account information, loan
status, risk assessment and current status. This is tc provide ohe record point for atl key loan /
transaction information in the same manner as would be seen in a bank lending file. in the
pracess of completing these documents, they are also being utilised as the key document that
would then capture the key information from the strategic raview of each asset. This sirategic
review utilises all key LM personnel (account / deveiopment manager, a senior LM executive, LM
legal} and at least two FTi personnel and involves:

1. A comprehensive review of the key borrowing Information (borrower, legal structure, legal
issues, ioan amount, security structure, security valuation, method of valuation, transaction
status, cormmerciai issues and current strategy);

2. Key issues and risks are discussed as well as a review of the current strategy, its progress
and impediments:

3. Consideration is then given to the suitability of the current sirategy, potential alternate
strategles, key information gaps, timelines and key dates {(such as expiry of DA, expiry of
pre-sate contracts, ete) and action plans daveloped with assigned tasks and timelines for
delivery; .
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4. From the analysis and decisions taken above, a comprehensive cash flow is developed for
each asset to provide the underlying basis for a discounted / risk adjusted cash flow
analysis of the cumrent strategy and any altsrnate strategies that may be considered.

* Cradit Committee Meetings - The Administrators’ have re-formed the composition and
processes of credit commitiee meetings.

» Key Risks / Issues - The Administrators’ Introduced & process of clear Identification ang
documentation of alt significant risk issues for each asset and what mitigating actions (if
any} can be employed to manage these risks. This process includes assignment of tasks,
action pfans and timelines o dealing with these issues. :

o Cash fiow Forecasting, Expenge Monlitoring end Cantrols - Whilst LM prepared fund level
cash flow forecasting the Administrators’ have introduced full cash flow forecasting, detailed
expense monitoring and controls in the approvals of expenses acruss each asset and across
the FMIF portfolio, This ensures we are capturing all costs in FMIF, identifying opportunities
to manage and reduce asset level costs and have full and continuous knowledge of the total
carrylng / holding costs of individual assets, This s supported by and managed through a
detailed financial mode! developed by the Administrators'.

o Devalopmant of a “whole of fund” cash fiow model for the FMIF - This model has been
developed by the Administrators’ and provides for the consolidation of the cash flows of
each asset (once its strategy is finalised) together with alt other fund cash inflows and
outflows to be consolidated. This mode! allows the ongoing managsment and assessment
of performance as the team works towards maximising the returns on assets and returning
of capital to FVIIF investors.

o independent Data Assessment - In assessing assst strategles and asset values we noted
that in the past there had been exiensive use of inhouse assessments which had
limitations in terms of appropriateness and accuracy., Going forward, an independent
assessment of asset values will be undertaken.

As part of our ongoing Operational Plan, the Responsible Entity aims to continue identifying and
implementing the nscessary procedures that wilt accurately support strategies in place making
sure they are In line with the actual ongoing costs far each asset / lean. Our objective is to
maintain the controls implementsd In order to provide the hest reporting outcome for
stakeholders.

These processes aliows for the combined the Responsible Entity to fully manage the portfolia
with the overriding alm of maximising the return of capital to FMIF investors in the most time
efficient and cost efficient manner. in assessing strategy, these processes allows for effectivs
fisk adjusted discounted cash flow analysis of outcomes to ensure that all risk issues are
appropriately considered and included into the decision making.

3.6 Risk Identification and Quantification
Risk identification and guantification is an area of particular focus that the Responsible Entity is
in the process of assassing with regards to the implementation of asset strategies. This will be
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an ongoing process and involves utilising a similar methodology to that of a credit risk
assessment and monitoring department in a major Australian bank. Such a methodology
considers:

* The assetstrategy timelines / duration and risk slements this introduces to asset outcomeas:
* Real estate market / value risk;

» Counterparly risks (e.g. construction contractors / project partners);

*  Planning and zoning risks;

¢ Construction rigks (time, cost, quality): and

e Environmental risks.

As we work through the FMIF assets, we are seeking to ensure that future decisions taken fully
consider these risk issues, identify and progress mitigation strategies and where appropriate
allow for quantification of risks in the financial assessment of altemnate outcomes. This is to
ensure there is a robust process 1o progressing strategies and that only those strategles that
appropriately balance risk and retum are pursited when contemplating future value accretive
options (such as daveloping out a praject).

3.7  FMIF Portfolio - Next Steps

3.7.1 Completion of Strategic Plans and Financial Assessments

Whilst the Responsible Entity is well advanced on the strateglc plans and financial assessments
for the assets in the FMIF, there Is still much to do to complete this process. In many cases, we
are stifl to receive additional information sought from various externai parties as well as
refinements to the financial modelling and cash flow analysis. There is a separate financial
model for each asset which then fesds into the total FMIF portfolio model as well as g
sophisticated costs / budgeting / monitaring model.

We are seeking to minimise costs in this information gathering process - using our extensive
external ralationships wherever possible to provide initial, high level data from these external
parties to assist our option analysis for particular assets bafore caommitting to any formal reports.

All of this work is required to be completed before we can formally laock in all of the strategic
plans. After just 9 weeks, we are very well advanced on what is a large portfoiio of assets, many
of which have significant and complex issues to consider. We currently have finalised plans in
place for @ number of assets in the FMIF, but about half of the assets have significant issues and
potentially divergent strategic options that we must carefully review and consider before
finalising those plans.
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3.7.2  Progress “Qulck Wins”

We have earfier discussed some of the Quick Wins that we have identified and are now
progressing. These will assume a priority over the next weeks and months to ensure these are
delivered in a commercially effective manner in arder to maximise the returns to investors and
allow for early distributions of this capital to investors.

As we continue to work through the assets and refine strategies, we will continue te look for
progressive Quick Wins to maintain the momentum we have established in capital returns o
investors - as there are other assets in the portfalio that will take time to resolve issues and
work through the defined strategies in order to maximise the returns to Investors.

3.7.3 Progress Development of ldentified Assets

As mentioned, there are a2 number of assets where the best outcomes for investors will be to
progress with development strategies (on a limited basis) in order to maximise asset values.

What we are seeking to achieve with the strategies being developed Is to ensure that we consider
the pathway to deliver the hest outcomes for investors after considering all options and balancing
risk and retums with also a strong focus on the time to deliver outcomes. In a number of
instances, there are substantial “value gaps" between what an asset owes investors {original
loan balance pius capitalised interest) and what the asset Is presenily valued at “as is". Where
an option presents an appropriste balance between risk assessment and potential value uplift,
we will look to progress that option in order to close-as much as possible this value gap.

The initial focus is on the stalled development assets and how these can be best progressed,
either through careful use of the resources of FMIF or through third party funding or Jv
arrangements. There are a number of these identified where options are in the process of being
assessed and additional information sought. There are also a number of projects which ars
under development and these are heing continued with close monitoring of development costs
and progress utilising external third party reviews as is normal banking practice.

In petentially progressing with development options, we are also very conscious of tima - we are
not iooking to engage in outcomes that will take many vears to conelude as this Introduces:

¢ Longer timeframes increases the potentlal for uncontrollable / unforseen risk elements {e.g.
potential for commadity prices, cutrency instability, overseas government debt issues or the
like) impacting on the domestic economy;

e Delays the return of capital to investors; and

* LUnnecessary increases in the costs incurred through continued charging of management
fees to the fund as long term projects are worked through.
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3.74 Progress with Rezoning of Identified Assets

The Responsible Entity has already identifiecd a number of asssts were tezoning may provide
vaiue uplift and lower risk outcomes for investors. We have received a report on one of these
assets (the asset concermned is quite large in terms of the overall value of FMIF) and will be
shortly meeting with Council to discuss aliernate zoning solutions. In this particular case, the
Responsible Entity has current knowledge through other work undertaken of Council pians and
strategies to rezone and redevelop adjoining areas which will have a significant and potentiatiy
positive impact to what zoning outcomes may be achievable for the FMIF asset.

4 Conclusion

In moving farward on the FMIF assets, the Responsible Entity has assembled a team with
substantial experience in the development of real estate assets, financing, negotiating
commercial arrangements and working through legal and financial issues and is applying sound
methodaologies in working through the options to progress with asset develapment. The
Responslible Entity has taken great care to ensufe that the team they have assembled to manage
these FMIF assets have the requisite skills to undertake this task and siso have a sole focus to
this task. This ensures that the combined Responsibfe Entity is committad to achieving the best
outcome for investors in seeking commercially balanced opportunities to devefop ocut or
atherwise transform assets (through rezoning or the like). The Responsible Entity’s objective is to
wind down the fund In a commercially responsible manner, balancing risk and time with expected
outcomes to ensure that the portfolio retums can be largely delivered in a progressive manner
over the next two years. We will keep investors informed through detailed, quarterly updates and
with other cammunications that may be warranted from time to time.

Dated: 7 June 2013
FTl Consulting

GIREHS Muller
Yoluntary Administrator
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29 September 2014
Our Ref: GOK _89741130.doc

David Whyte

BDO

GPO Box 457
BRISBANE QLD 4001

Dear Sir

RE:LM Investment Management Limited (in Liquidation) (Receivers and Manager Appointed)
(“the Company”) ACN 077 208 461 as responsible entity for the LM First Mortgage Income Fund
{“LM FMIF"

| refer to the letter dated 11 September 2014 from Tucker & Cowen Solicitors addressed to Russells.

Adopting the numbering from that correspondence | respond to the queries as follows:-
1. Controllership Costs

{a) I confirm the Category 3 costs not approved by McGrathNicol in their correspondence
dated 28 April 2014 (copy *attached) were reallocated to our Category 1 claims and
were included as such in my correspondence dated 14 August 2014. The relevant
claims total $36,092.50 (excluding GST).

{b) Whilst it was suggested by McGrathNicol these claims may not be directly
recoverable from the underlying borrowers, the work undertaken Is clearly connected
to the management of the assets of, and the winding up of, the LM FMIF. Accordingly
the Responsible Entity is entitled to be indemnified out of the scheme property for
these expenses.

FTI Consulting (Australia) Pty Limited
ABN 49 160 397 811 | ACN 160 397 811
Levei 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 1 Australia
Postal Address | PO Box 8965 | GCMC QLD 9726 | Australia
+61.(0)7.5630.5222 min | +61.,(0)7.5630.5299 ¢ | fticonsulting.com

Liabifity limited by a scheme approved under Professional Standards Legisfation.
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The invoices submitted relating to the borrower Carrington Management Pty Ltd
maybe more accurately referred to as a claim relating to the controllership of
Pinevale Viilas Morayfield Pty Ltd {Pinevale). 1suggest a further review of these
invoices may be appropriate to establish whether these claims might be more
appropriately charged to the Pinevale loan. If that is the position reached followmg
our discussions, we will reduce our remuneration claim by this amount and resubmit
the claim as remuneration payable under the controllership appointment over the
Pinevale Loan.

2. Time charged by John Corbett

(a)

(b)

Please find *attached time entries for John Corbett’s time recorded during the period
19 March 2013 to 31 May 2013. |understand these were the entries primarily
identified by you in your correspondence dated 10 July 2014, Whilst Mr Corbett has
provided additional narrations regarding the tasks undertaken during this period,
| reiterate that for this period Mr Corbett was working as a consultant, and, as such,
these costs may be more accurately categorised as disbursements. They were
included as part of our remuneration claim only in the interest of full disclosure.
Mr Corbett's hourly rate of $190, was far less than what would have been charged if
Mr Corbett had been an employee of FTI.

As noted, Mr Corbett has provided additional narrations in the attached time entries.
However, any additional exercise seeking to further itimise the tasks and time
allocations for this period would provide an approximate allocation only.

To assist in your evaiuation of the work performed by Mr Corbett for the benefit of the
LM FMIF, please find *attached a copy of Mr Corbett's affidavit filed in Proceedings
3383 of 2013. This affidavit outlines Mr Corbett's involvement and the voluminous
tasks undertaken by him in respect of the LM FMIF, -

3. Category 2 Costs

(a)

As noted In my previous correspondence, our Category 2 claims include work
undertaken relating to the management and administration of the funds
management business conducted by the Company. This includes claims for outlays
incurred by the Company relating to work undertaken as part of the administration of
LM Administration Pty Ltd (“LMA”) across the period 19 March 2013 to 26 July 2013.
Such work is In respect of the services LMA provided to the Company in support of
and to facllitate the funds management business, and these costs were
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(b)

billed to the Company by LMA {similar to where an external service provider provided
the services to the Company). Our work undertaken in the Administration of LMA is
claimed as remuneration in LMA, and has been approved by creditors in that
Administration. However, where tasks undertaken by LMA related purely to the
maintenance and ongoing trading of the service business conducted by LMA, those
tasks has been invoiced by LMA to the Company as responsible entity who is in turn
seeking to recover these costs from the various funds that accepted the benefit of
the services provided (on the Funds Under Management (FUM) percentage basis).
The Company incurred this expense by continuing to retain LMA as the service
provider enabling the Company to fulfil its role as Responsible Entity to the various
funds.

The work undertaken and invoiced to the Company does not relate to the corporate
affairs of LMA, rather it relates to the management and ongoing trading of LMA as
service provider to the Company. In this regard, | understand the current Liquidators
of LMA have receilved a 10% service fee since appointment for thelr work in the
ongoing trading and management of LMA's business in support of the Company's
funds management operations.

There has been no mixing of work undertaken In the LMA voluntary administration
with work undertaken in the administration and subsequent liquidation of the
Company and the LM FMIF. What has occurred, as detailed above, is that work
performed in the administration of LMA has been charged by LMA to the Company
where such work related to the funds management business. Such invoices have
been delivered by LMA, not the Company or FTi. The costs incurred by the Company,
being for work undertaken in respect of the service entity to the whole funds
management business, has been included in one category of costs for simplicity. The
make-up of this category has been disclosed by my office at all times since the
submission of our claims. My office previously provided McGrathNicol the
opportunity to receive the additional breakdown of the time incurred in this category.

Please find *attached a summary of our category 2 claims to the period
30 June 2014. This summary identifies the portion of cost relating to the LMA service
costs to the Company which was included as part of our total Category 2 claims for
the period 19 March 2013 to 31 July 2013, | also *attach a summary of the LMA

.work presented in accordance with the ARITA code of professional practice. | confirm

| am able to present a summary of all work undertaken and included in our Category
2 claims in this format upon request. This Information will be made available to any
party appointed to review the claims as an independent expert.
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29 September 2014
Page 4 of 4

The total amount of our Category 2 claims in the LM FMIF that is attributabie to the
work undertaken in LMA and charged to the Company (by LMA) is $330,731
(excluding GST). This has been calculated on a FUM basis. Please notify my office of
your general position on this portion of our Category 2 claims and whether these
costs are intended to be dealt with in same manner as the balance of our Category 2
costs. | note that the receivers of the LM FMIF are currently seeking reimbursement
from the Company as Responsible Entity of the other funds for operational costs
incurred by the Liguidators of LMA and funded by LM FMIF (including a LMA service
fee payable to the Liquidators for their time incurred in the ongoing trading and
management of LMA's business). The basis upon which such reimbursement is
sought is consistent with, and commensurate with, the basis for the claims which
have been made by us in this regard.

Should you have any queries relating to the above matter, please contact myself on (07) 3225 4900,
Kelly-Anne Trenfield on (07) 3225 4920, or Glenn 0'Kearney on (07) 5630 5205,

Yours faithfully
FTI Consulting

John Park
Liquidator

*Encl.

CONSULTING
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28 April 2014

Ms Ginette Mulier Aﬂﬁ

Liquidator R
c ’0 FTI ALUAREZ B MARSAL

Level 8, Corporate Centre One, 2 Corporate Court
Bundall QLD 4217

By email: ginatte.muIIer@ftlcohsulting.com By Email

Dear Madam

LM Investment Managemant Limited (In Liquidation} (Receivers and Managers Appointed) as
responsible entity for the LM First Mortgage Income Fund

ACN 077 208 461 {(*FMIF™)

RE: FTI fees in refation to specific borrowers of FMIF

! refer to my appointment as Joint and Several Receiver and Manager of FMIF on 11 July 2013, | algo
refer to your invoices received by my office on 7 April 2014,

Please be advised that the following inveices have not been approved for payment as part of FTIs
Category 3 costs on the basis that these costs may be considered Category 1 or Category 2 as
axpenses of the RE:

GST inclusive

Invoice number Barrower Description _ Date Amount (§).
897BiNV13C ot Fees from 19 March to 31 October ~ 31-Oct13  4.217.40
897Binv10C Green Square Fees fram 19 March to 31 October AN-Cet=13  3,002.45
8978inv6.2C Carrington Fees from1 December to 31 December  31-Dec-13 621.50
8978inv6C Carrington Fees from 19 March to 31 October 3-Oct-13 713185
8978inv2C Bellpac Fees from 19 March to 31 October 3-0et-13  14,148.20
8978inve2C Tall Trees Tanah Merah Fees from 19 March to 31 October 3-0ct-13  10,515.45
8078inv22.2C Tall Trees Tanah Merah _Fees.from 1 November to.30 November 30-Nov-13 64.90
Total unapproved fees B B 39,701.75

All other category 3 costs have been reviewed and approved for payment.

A8-140417-LMINMAND1 -FTI Barrowar gosts-MH
Lewved G0 Manganet Sheet Syiney NESW 20000 Agstialia G0 Boe 99 Sty NSV 200101 2151 2 9308 J600 1 =51 2 G138 a5y

B Mol P lieesiigy ABM 1Y REE SRR M sty ente sd by g et g aemion s f e st Sk vipedoat i megrathnge] com

CORPGEATLY ADYIHORY NG PIRAMSAGTTORM SERYIL S 8 Colpromna s R ey
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Should you have any queries regarding the above, please contact either lan Niccol or myself.

Yours faithfully
LM Invesiment Management Limitad (In Liquidation) (Receivers and Managers Appointed) as responsibile
entity for the LM First Mortgage Income Fund

Joseph Hayes
Joint and Several Raceiver and Manager

CC:
David Whyte

BDO
By email: David.Whyte@bdo.com.au

Page 2
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Name
John Carbett

John Corbell

John Corbetl

John Corbelt

John Corbett

John Corbett

John Cevibett

John Carbett

John Corhelt

John Corbett

Pasltion
Senlor Extemal Consulant

Sanlor Extemal Consultarnt

Senior External Consultant

Senlor External Consultant

Seniar External Consultant

Senior Extemal Consultant

Senlor Extemal Consultant

Senjor External Consultant

Senlor Extemnal Consultant

Seniar Externat Gonsullant

Date
220032013 to 28032013

2/04/2013 to O5/472013

08/0472013 10 12/04/2013

15472013 to 190472013

22/0412013 1o 261042013

283472013 to I0VER2013

04/052013 o 10032013

110572013 to 17/05/2013

158/052013 to 24/DG/2013

2510512013 to 3162013

Hrs Adi
15.60

19.60

23.60

ns

25,50

43,00

3500

A

Charge Qut Rate  Charge

18t00

1900

180.00

190.00

190.00

160,00

190,00

190.09

180,00

190,00

ARITA
284500 Assets

F70500 Assets

446600 Assets

GB42,5) Assats

4845.00 Assets

8170.00 Assets

1148500 Aczels

666000 Assets

6745.00 Trade-On

7125,00 Agsats

Narrative

In Sa__.sn..g with ___.W LM asset managers, undertook en Inttizd review of all MIF Tall Trees assels, conlracts, stzlutery requiremests and lnter- -relalianships to
lssues, cls of the Villages Act and summary of assat __uﬂ__aam Each asset was individuslly reviswed In tum through a woikshap

process over peuvaml days.

In corjunction with e LM ss5et managers, undertook a flle by fie review of MIE assets, conbracls, titiging and loans

posbion (for primanlly Bridgewatar, Sources, OVST, Redland Bay and Caboollure) to understand lssues and aseet poslians and starl the process of formulsting

mw.m_uo_ﬂﬂ_ln_asmuwaﬁ
In conjuncion with the LM asset managers, undertock a file by file review of ascels, fies, consiructon progress, itieing and oans postlon for
Keppel Bay, Kingopen, Adlt, Pereglan Beach, Tall Trees moded as well as working ihrough Faliow up .._.n_m.._m_ for other assels previously discussed.

In conjunciion with LM staff, undertock a fite by fle review of agsats, contracts, counterparties, cansiruction progress, titleing and loans postions for 5t Crispins, c.
Own, Madres Properly, Gouftar, Brambl Lat 111, Gl and KPG 13th Baagh, Revicw aszet pians under devel t and

fund level strategy and fund reporting,: Undartook a seres of with D 2 Bank the: format and .mn_.__zw._._m:._m ernwtd addilinnal anoa._._m

to the bank, Commenced review of MIF foans with specific MPF involvement to understand pasiions and Inter-relationships;

Continuation of development of individual 8as@t plang across the MIF assets as further infermation Is presemed by the LM staff and commiencs nmcm_uuan.ﬂn_"m

fund level strateqy (Inchiding cash fow integ of ales, Hkely whara p or ing what lon would be d to d
same and timing ©f § payouts io i tore), D of fund level nvestor _n_un_._, iFurther review u:B... pasilions, 1al pesitions, di

options and E:a_.ﬁ requirements for files with MPF _=¢n_<ﬂ._ﬂ—., Begin process of saring cut new axiemal payment gateway for Investor payments with CBAL

Underiaklng datailed reviews of tndividual MIF fund assets and developing asset speclfic strategies and plans and folfing these inko the evolving fund level
slreteqy and cash fitw, This undertaken through a serles of formal discusaions and workshops with the specific LM staff managing the flles. Attended a numbar of
discusglons with Tall Treea amund refinance, asset capex, marketing over the space of the wesk, Continuation of wriling up tha investor communication
docoment and detalled review of fumd level day to dey cashfiow posilon.
Confinuetion of process of reviews of individual MIF fund asseds and nn<m_8_=m asgel specific stmbegles and plans and folding these Into he
evolving fund level streteqy end cash fiow:, This undertaken thicugh a serles of & and ps with the specific LM staff managing the files.
ConBnugilon of writing ug tha imvestar communication document and detaiied mview of fund lovel day o __m.,. cashfiow positon, develaplag assel plans and fund
|eved stretegy for usa in'Gourt and In Invester communications, manage and dive (he g of of addHienal detaled fund meaterials for
court, Desling with compiance kssuas acmss the fund. Desling with hedging / FX postiton ﬂs examinkng 8_5_.5 on how o re-hedge pesitions.,

dhvidual LM siaff

Conducted a series of mestings fo review progresa atross MIF fund aesets on an asset by asset basls with the Indt e, Finall i
wiiting up of speciiic asset plans and fund level stratety materal for yse b court and Investor cor i From the prog B:E_nﬁ_ a
workshup bo update and rafine the fund cash fiow. Review of Greystanes and Source fllea with the LM staff to consider impiieatlans of the agdional infarmation
meceived, General fnd administration around day to day cash fiaws end paymenis. Payment volumes now approaching 30+ per day each of which require review
and sign-oi.

Work through FX0 for the fund i 10 daal with with implications for affshore investars. Also worked through
opifons te resclve the oulstanding hedge liabilitfes with Weslem Union. Detalled review of cashflow 10 detesmine future ahilly o meat fortheaming payments snd
{denlify cash flow stress points and z.__.a-._m Issues, mz__a:h..m__a DB disbt per amanganents and meet fulure liabBitles for drawdown on fles, Detalled legal and
commertial raview of fhe complex wc__umn file over a serfes of workshops over three deys - the various legal Issues, legal opinions, judgements handed deown,
positlon MIF end MPF { of bonds and Iniale development of an action imsline and fulure mitestones.

Review of MIF firnt assets with individual asset manager an a fte by file basis over several days - campartson with asset plans, progress achioved and resets as
apprepriaie. Review of fund end of month cesh fiow prior 1 Deutscha Bank princlpal and interest payments. General fund administration (paymants, etc), Dealing
with addithonal Tall Trees Issues aonss the propertias and with the g Sovenl and Lar, Deafing with review
and 5 anmw In day auss each of the asset fies as well as mm=wa._ fund level vith detatied 7
talon reviewed and @ PEr day)
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SUPREME COURT OF QUEENSLAND

REGISTRY: Brisbasnie
NUMBER: 3383 of 2013

A}Jp]jcantsr. RAYMOND EDWARD BRUCE AND
VICKI PATRLICIA BRUGE
AND
First Respondent: LM INVESTMENT MANAGEMENT LIMITED

{ADMINISTRATORS APPOINTED)
ACN 077 208 461 IN ITS CAPACITY AS
RESFONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND
AND

Secorkt Respondens: THE MEMBERS OF THE LM FIRST
MORTGAGE INCOME FUND
ARSN 082 343 288

Third Respondent: ROGER SHOTTON

Intervener: AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSTON

JOHN DAMIAN CORBETT, accountant and banking and finance consultant, care of

22 Marker Street, Brisbane Queensland, states on oarh:-

1. I am a managing director of FTT Consulling {Australia) Pry Lid (FT1),

2 1 am a gualified accountant, and have over 25 years' experience in
arranging and structuring large-scale financing sotutions {up to 53 billion) tor ptoject
financed assets, resource projects, social and economic infrastructure transactions and

complex business operations.

e

52
Solicitor/BarristerAustice 5 e Peace
AFFIDAVIT OF JOHN DAMIAN CORBETT Russells
Level 21
Filed on behalf of the First Respondent 300 Queen Street
BRISBANE 4000
Form 46 Rule 431 Phone: 07 3004 8888
Fax: 07 3004 8899

ime_20130471_247 (2).doc
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3 Chief among my recent professional expesience is structuring, financial
analysis, asset vatuation financial modelling, business case development, negotiation

and evaluation of:

{(a) The Clem Jonies Tunnel {$2.5 billion):
(b} Newrcastle Coal Infrastrwciure Geoup Coal Terminal {(#3 billion); and
(0 most recently, the development of an agrioutural company (Hassad

Australia) for the Qatar Investment Authority (over $500 million).

4. My curriculum vitae i5 now produced and shown 10 me and marked
“JDC1”.

Administration of LMIM

5. [ have been engaged on the alfairs of the LM Firsi Morgage Income Fund

(LM FMI fund), and other funds of which LM Investment Management Limited
(LMIM) is the responsibie entity. since Mr Park and Ms Muller were appointed as
administeators of LM Investnent Management Limited on 19 March, 2013. In recent

limes, I have concentrated my work on the LMFMI Fund.

Asset Portfolio of LM PMI Fund
6. The LM FMI Fund has a portialio of assets comprising 27 loans 1o

companies that own or are developing properties in the lollowing sectors:

{a} Aged care;

{b) Commecrcial;

{c} ‘ Industrial;

{ch Restdential; and

(e} Specialised residentiai.

Sol_iiitnrlﬁmﬁmﬁh%
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7. Under Ms Muller's direction, 1 have led a team of protessional stall of FTI,
and also staff of a service company. LM Adeimistration Pty Ltd (administrators
appointed) (LM Admin) in underiaking a comprehensive strategy review of each of
the properties. including » detailed analysis of the financial and developmenial
positions for each. That review has involved;

(a) seeking, obtaining, collating and reviewing information from the records of
the LM FMI Fund, LMIM, and LM Admin regarding:

(i} the loan and mortgage ammangements (including the debt
pasition), for each property:
(i LMIM's proposals for the development of each property, as at
19 March, 2013; and
{ti) the consequent likely value of each property.

(b me or FII staff alongside LM Admin staff inspecting the properties to
undersiand the physical characteristics, including any proposed
developnent of the property:

{c) identifying opportunities that are reasonably available 1o pruvide value to
members of the LM FM! Fund in the short term;

{d} considering whether the development proposals for the properties were
appropriate, given development timeframes, market conditions and the
need hoth to optimise retums to members of the LM FMT Fund, and 10 ‘dn
$0 as soon as reasonably pracuicable;

(e} reporting 0 Ms Muller and discussing with her and olher senior stalf of
P11 as to the matiers mentioned above; and

{H iroplementing action as a result of decisions made.

PAGE 3
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8. It emerged soon atter FT1's appointment that, although LMIM and LM
Admin were working from financial plans for the whale of the LM FMI Fund, there
was, in my opinion, inadequate financial analysis of, and plannha_g for, the
development and performance of individual assets. 1 formed the view that,

paniicularly because most of the 27 loans were in defanlt on the appointment of the
administraiors, this individual, detatled analysis and planning was necessary. I
discussed this with Ms Muller and she directed me to prepare a detajled analysis for
cach property uederlying each ol the 27 loans. This has heen a very subsfantial wayk.
It is not yet complete, espedialiy in relation to the valuation of the underlying
properties where additional specialist input is required into development and propery

zoning options,

9. For Lhe purposes of the administration of LMIM, in respect of the LM EM[

Fund, Ms Muller and othet senior FYI siafl have also underiaking the lollowing work:.

{a) analysing. considering and undersianding finandial arrangements and
structures between LMIM, LM Administration. Pty L1d, the LM EM1 Fund
and the LM Managed Performance Fund;

{b) meeting regularly with representatives of Deutsche Bank to discuss
propased strategies to ensure Deutsclie Bank was aware of the
administrators’ plans and did not take any action which may be prejudicia)
to members’ interests;

() considering and calculating a plan of distdbutions of capital to members of
the LM FMI Fund satisfactory to Devtsche Bank. and to see its foan xepaid

ir: full as soon as practicable.

10, In the course of this work, [ and FTI staff have developed individual cash

flow madels for each of the assets, and these mwodels alsa now feed into an over-

T PAGH 4
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arching cash flow mode] for the emire LM EMI Fund. This model plans the entire
work-out of the LM FMI Fund, development of those undetlying properties that can
be profitably developed and repayment in full of the Deutsche Bank facility with a
minimom of interest and associated cost. The plan involves return of all capiral 1o

members within three years.

1. I do not exhibit these models, because they are commercially very

sensilive, and because they very large documents.

12, On the appoirment of the admindstrators, | also ascertained that neither
LMIM nor LM Admin bad obtained valuations for most of the underlying propertieg
for at Yeast the two years the preceding appoiniment. The review that I have
underraken, in consultation with Ms Muller, has fnvolved the need 1o obtain
substansial Bnancial planning agd other valuation advice, and to commission
valuations of key propertics in a planned way. That is, to manage cash flow and to
Man and. execute this review caréiully, we bave been identitying what we have
lermed “easy wins”, and also identified the more substantial commercial exposures -
and opportunities - for the assets LM FMI Fund. in that process, the administrators

have obtained fresh valuations for over half the 27 u nderlying properties.

13. Again, | do not exhibit these valuarions, for the same reasons that apply ro

the individwal and .M MIF Fund cash flow muodels.

14, As a result.of that work, I have, in consuhation with Ms Muller and other
senior FT1 staff, developed detailed suralegies for each praperty. Those strategies have
being prepared having regard to:

{a) current and forecast market conditions;

PAGE 5
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{ the likely costs and risks as;social.ed with developing cach property yet to he
developed;

{c) the objective ol undertaking an orderly asset sale program, in a
comimcrcially advantageons manner, to return members” investment

capital in a timely way; and

(dj ihe need (o realise and oplimise capital returns for members of the LM M1
Pund.

Report by Responsible Bntity

15. In the course of undertaking the strategic analysis work for LM FMI Fund's

assets, [, and 1 belicve the administrators, have been very mindful of the need o keep
members ol the [und informed of the oulcome of the work. 1 have been responsible
for the preparation of a report entitled “Report by Responsible Entity”, dated

7 June, 2013 {the RE Reportl). Now produced and shown 1o me and marked “Jno2~
is a tnue copy of that report. (Whereas in (his affidavit 1 have refecred to “propertics”,

in that report I refer to “assets”.)

16, | believe the jnformation contained in the RE Report is true and COFTect,
based upon the information that was available for each of the assets of the LM EME

Fund and the analysis that has been undertaken.

/%/;(
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17. Al the facts and circumstances deposed to are within my own knowledge
save such as are deposed to from information only and ey means of knowledge and

sources of information appear on the face ot this my Affidavit.

SWORN by JOHN DAMIAN g@;}l{ﬂﬂl‘[‘m 26 June, 2013 at Brisbage in the presence
of: ey

e

= !' _— o Eace
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SUPREME COURT QF QUEENSLAND

Applicanis:

First. Respondent:

Second Respondents:

Third Respondent:

Intervener:

REGISTRY: Brisbane
NUMBER: 3383 of 2013

RAYMOND BEDWARD BRUCE AND
VICKI PATRICIA BRUCE

AND

LM INVESTMENT MANAGEMENT LIMITED
(ADMINISTRATORS APPOINTED)

ACN 077 208 461 IN ITS CAPACITY AS
RESPONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND

AND

THE MEMBERS OF THE LM FIRST
MORTGAGE INCOME FUND -
ARSN 089 343 288

ROGHR SHOTTON

AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSION

Exhibii "FDC1" to the Affldavit of JOHN DAMIAN CORBETT sworn 26 June, 2013.

Deponent

CERTIFICATE OF EXHIBIT Russells
Level 21

Filed on behalf of the First Respondent 300 Queen Sireet
BRISBANE 4000
Phone: 7 3004 2888

Formn 47 Rule 435 Fax; 07 3004 8899

ime_20130471_247 (2).dgc
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FTI Conaufting

22 Market Street
Brishane, QLD 4000
Axystralkia

Tek +61 (0)7 3225 4900
Fax: +51(Q)7 2225 4999

Educstion
B.Bus Capricomia Institute
of Advanced Education

M Bus (App Fin} University
of Technology Sydney

Cortffications
MaICD

Profassional
Assaolations
Chair - Infrastructura
Association of Qld

Key Sidlis

¢ Evaluation and due diligence management of critical business case components of
major projects across economic and soclal infrastructure :

* Capital reviews and capital structuring of fransactions and borrowing entities
« Sirategic planning / business management

* Risk identification, assessment, allocation, mitigatlan and management

» Financial analysis, asset valuations and financial modelling

« Preparing and negotiating major project finance documentation

Prpfegsﬂio_nal_ Education and Industry Associations

200613  Infrastructure Association of  Board Member - Current

B Quaens_lgr_ld Chairrnan
1892 University of Technology  Master of Business (Applied
Sydney _ Finance) o
1986  Capricarnia Institute of Bachelor of Business
Advanced Education .. {Accountancy)
Relevant Exparlence

John has over 20 years experience in arranging and structuring targe-scale financing
solutions (§50 milion to $3 biflion) for large corporate and muttinational dlients, lacal
govemnment entities, state government enterprises, corporate agribusiness clients, project
financed assets, soclal and economic infrastructure transactions and complex business
operations.

John's experience extends across retall and wholesale trade, local government financing,
cotton production and marketing, grain, catfle and shesp production, manufacturing, coal
mining, waste services, alrports, ports, toll roads, gas-fired powsr stations, renewabls
energy fransactions (wind and hydro), coal seam methane gas production and raguiated
energy transmission.

Financing Expertise

* Undertaken financing, corporate and local government budgetary analysls and capital
structuring, project struciuring, esset valuation, sector risk analysls, financial risk
analysis, risk mitigation strategies and financial modelling analysis for agricuttural, local
government, manufacturing, infrastructure, mining and retailing operations over the past
24 years.

= 8 years experience in reviewing, analysing, financing and critiquing business plans and
physical operations across a varlsty of corporate ($30m to $500m) agricuftural interests
extending across ifrigated.cattan; dryland grain cropping, catile breeding and finishing,
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catfle feedlots, and shesp aperations throughout New South Wales and Queensiand.

s 12 years experience in reviewing and negotiating project, finance and construction
documentation across greenfield developments in gas-fired power generation in NS
and Queensland, greenfisld wind farm developments in South Australia, a community
hausing project in NSW, a port development in NSW and-a to road development in
Queensland in order to mitigate fransaction and construction risk and integrate these
outcomes Into the financing solutions for sach project.

» Extensive experience in reviewing and analysing the technical aspects of transactions
{alongside epecialist independent consultants engaged to critically anatyse individual
transactions) to determine any technical or transactional weaknesses and address these
lssties in the firancial structure to ensure the bankability of the transacttons.

Broad Sector Experience

s Managed the due diligence, analysis, structuring, independent expert reviews, |
negotiation and documentation of Lead Arranger and Joint Lead Arranger financing
roles across a wide varlety of transactions including:

* The acquisition of a partfollo of private hospitals for in excess of $1 billion by ona of the
existing leading private hospital operstors;

»  Specific purposs funding for 2 local govemment bodies totalling in excess of $100m;

» 3separate acquisitions over 18 manths for a domestic analgesics and therapeutics
manufacturer prior ta the sale of the cansolidated business for >$200m;

» Betwaen 1992 and 19886, the acquisition and developrnent of over $600m of Irrigated
farming properties across New South Wales and Queensiand by 3 separate overseas
investors and & separate domestic farming operations;

*  Over 4 consecutive years, aranged and managed the cotton merchant financing
{induding cotton and foreign exchange hedging) for around §0% of the annuat
Australian cotton crop;

* The construction and operation of the 450MW Braemar Power gas fired peaking plant in
Queensland;

& The construction and operation of the 280MW Lake Bonney Wind Farm in South
Ausfralia;

«  Acquisition of Habart Airport;
*  Bond University's acquisition of their campus from EIE Corperation;

= The construction and operation of the 600MW Uranquinty gas fired peaking plant in New
Sauth Wales;

« The construction 2nd operstlon of the Braemar 2 gas fired peaking / Intermediate plant
in Quesnsiand;

e Fully analysed and structured bid far Curragh coal ming;
» Fully analysed and structured bid for Tweed River Sand Bypass PPP.

Current industry Roles and Transactional Recoghnition

= Board member (2007 — current nd, Chair of the Infrastructure Asscclation of

ieonsuliingcouk 2
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Queensiand (tAQ).

« Board Member and Chair of Audit & Risk Committes (2008 - current) for Hassad
Australia Pty Ltd (a >5500m agricultural company owned by the Qatar Investnant
Autherity) .

» Authored the 1AQ’s October 2008 PPP Guidelines submission to Infrastructura Australia.

¢ Co-winner, CFO Awards 2008 Project Finance Deal of the Year for the Newcastle Coal
infrastructura Group coal terminal at Newcastle.

+ Co-winner, 2006 AsiaMoney Project Finarice Deal of the Year for the Lake Bonney Wind
Farm transaction.

» Rurner-up for the 2005 ALB Law Awards Project Finance Deal of the Year for the
Brasmar Power Statlon transaction.

Agribusiness and Agriculture Exparlence

* Broad agriculture and agribusiness sector éxperience:
* Livesteck (cattie, sheep)
* intensive livastock (cattle feedlots, poultry)

* Processing (catlle, sheep and pig abattoirs, poultry processing, cotton ginning, dairy
processing, foed procassing)

* Dryland cropping (coarse grains, cotton, sugar)

«  ligated cropping (coarss gralns, cotton, sugar)

* Commodity merketing (grains and cotton)

s 4 years running the ANZ corporate agricuiture portfolio far NSW which covered sheep
producers, cattle producers, grain cropping, cotton producers (dryland and irrigated),

sheep abattoirs, catie abattvirs, cotton ginning, cotton marketing, grain markating,
poultry processing & production and diary processing;

* 4 years running the ANZ QId Corporate portfolio which included its exposures as |ead
financier to North Australian Pastoral Company, Klicoy Pastoral, Golden Circle,
Bundaberg Sugar, KR Darling Downs, Norco, Wailace Logan and other major beef
producers);

» Development of the business plan for and current Diractor of Hassad Australia Pty Ltd —
a >$500m agricultural company wholly owned by the Qatar Investment Authority
operating sheep breeding and dryland cropping properties across ali mainland states in
Augtralia. In 2013, Hassad Australia is set to become the largest sheep producar and
top 4 grain producer in Australia.

Rlconsitting.couk 3
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SUPREME COURT OF QUEENSLAND

Applicants:

First Respondent:

Second Respondents:

Third Respondent:

Intervener:

REGISTRY: Brsbane
NUMBHR: 33383 of 2013

RAYMOND EDWARD BRUCE AND
VICKI PATRICIA BRUCE

AND

LM INVESTMENT MANAGEMENT LIMITRD
{ADMINISTRATORS APPOINTED)

ACN 077 208 461 IN ITS CAPACITY AS
RESPONSIBLE ENTITY OF THE LM FIRST
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7 June 2013
Our Raf: RCL_BI74r1T (FMIF) Cover Lir.doc

CIRCULAR TC INVESTORS IN THE LM FIRST MORTGAGE INCOME FUND AND FEEDER FUNDS

Dear Sir/Madam
RE: LM Investment Management Limitad (Administrators Appointed) ACN OTT 208 461 {*LMIM™)

I refer to the appointment of John Park and me as joint and seversl Administrators of LMIM an
19 March 2013 pursuant to resolution of LMIM board-of directors.

Please find *enclosed a Circular to the Investors in the UM Flist Mortgage Income Fund (“FMIF")
and the feeder funds to the FMIF, namely the Currency Protacted Australian Income Fund and
the Instltutional Currency Protected Australian Income Fund.

Contact Details
Investars ars able to abtain further information as foliows:
1. Regular updates will be provided on the LMIM voluntary administration website

tmentad trati ); or

2. You can send an email to mal@imaustralia.coim.

Yours faithfully
F¥l Consulting

P

Ginette Muller
Voluntery Administrator

*Enol.

FTi Consulting (Austrslie) Py Simited
ABN 43 180 I07 821 | ACH 1860 367 &1L
22 Mizmel Steel | Arisbane QLD 400G | Aushially
Ppgiat Addreas | GPQ Box 3127 | Brishane (LG 4001 | Austaiia
FELICIT, 2225 46710 main | +6L{017 32254954 fax | Hioorsulling-asis.com

Liabllity Bimsted iy & soheme spproved undse Professionsl Stendards Legislaten
7
e
e -
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CRITICAL THINKING AT THE CRITICAL TIME™

LM Investment Management Ltd

{Administrators Appointed)
ACNO77 208 461
As Responsibie Entity of LM First Mortgage Income Fund and Feeder Funds

Report by Responsible Entity

7 fune 2013

FTI Consuiting

GPO Box 3127

BRISBANE QLD 4000
Telephone: (07)3225 4900
Facsimile: {07) 3225 4999

www.fticonsulting-asia.com
Liabifity limited by a scheme approved under Professional Standards Legistation
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Purposes

This report has been prepared for the purpose of informing Investors of LM First Mortgage Income Fund
(Fund or FMIF) and thelr Advigors only {collectively known as ‘Recipients’) of:

(a) the work that has been undertaken as at the dats of this report, in the administration of LW
tnvestment Management Limited (Administrators Appointed) (EMIM), In relation to the FMIF; and

{b) the financial position of the FIMIF, particulary by reference to lts assets.

This report may be used by Reciplents in connection with thelr investment in the FMIF or for the purpose of
advising of taking instructions from clients who are Investors In the FMIF.

" However, it is not to be used for any other purpose nor disseminated to any other person.

No copy of all or any part of this report may be made without the prior written consent of Voluntary
Administrators of LMIM.

By accepting a copy of this report, each Recipient agrees to use the report solely for the purposes, and in
accordance with the conditions, set out above.

Please note, consistent with the obligations impesed by Principal 2 (Use and Disclosure) of the National
Privacy Principles, confidential borrower information inciuding borrower identitiss, joan valuss and
realisable asset values have not been disclosed within this report.
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1 Executive Summary

1.1  Administrators Appointed
LM Investment Management Limlted (Administrators Appointed) ACN 077 208 481 {'LMIM"), the
Responsible Entity of the LM First Mortgage Income Fund (the ‘Fund' or ‘FMIF'} appointed John

Park and Ginette Muller as Voluntary Administrators of the Responsible Entity on
19 March, 2013.

LMIM is in voluntary administration. The FMIF is not in administration. The FMIF is legally
segregated and a separate entity from the Responsible Entity. The FMIF remains closed to hew
investors and quarantined to ensure its assets ars protected.

1.2 The Portfolio Management Team

The Administrators recognised at the outsst the importance of quickly assembling a balanced
and experienced team who have a sole focus on the assets in the Funds (including FMIF. The
Administrators have essembled a small dedicated and experienced team 1o overseg the
management of the Fund assets and provide additional expertise into the development and
execution of assat sirategies. Existing LMIM staff, with the requisite skills and knowledge, hag
also been retained by the Administrators to continue to manage the Fund’s assels. The two
teams have been working very closely together for the (ast two moniths to review all assets and to
identify avenues to maximise the returns to investors.

The FTI personnel of the assembled asset team have no other responsibilities on the
administration besides a focus on working through ai! the LMIM Fund's assets {inclusive of FMIF),

to progress these mssets and maximise the returns to investors in the shortest time that is
commercially feasible.

The team is headed up by John Corbstt, a former banking executive with extensive commercial
experience across property financing, property development, mortgage and legal issues, strategic
planning, business operations, financial analysis and project managsment. John has extensive
banking and commercial experience which includes being a former board member of a
government owned property development entily with a greater than $500 million porifolio of
residential development projects which required structuring, funding, devefopment and sale of
the completed projects in the open markst to achieve a commercial rate of return.

John is supported by 3 personnel from FTI with a collective 40+ years experience in property,
business planning & operstions, financial modefling, financial analysis, project managernent,
legal and sacurity issues and dealing with real estate asseta that are mortgages in possession
(noting that most of the FMIF assets are managed on a daytc-day basis by LMIM staff as
mortgagee in possession with FTI oversight).
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The Staff from LMIM consists of three highly experienced/qualified development managers, four
experienced project managers and property development staff, ELMiM's financlal
management/accounting team and LMIM in-house legal and paralegai staff.

The team overseeing the LMIM team forms the core resource group for managing the FMIF
assets, This team is supported by outside expertise for specific technical, fegal and commercial
reviews in addition to the market assessments and valuations if and when required.

As was communicated in the Circular to investors on 25 April, 2013, the overarching Fund
strategy remeins as follows: to “undertake &n asset sales program with an orderly sale of all the
remaining assets of the Fund in a commercial manner, with an objective 1o retumn investors’
investment capital as quickly as commercially possible”.

The Administrators continue to work with LMIM management to prioritise the following;

* progress the orderly sale of all the remaining assets of the Fund and provide a retuin of
investors' investment capital as quickly as possible; and

* protecting asset value and ensuring the least possible disruption to investors.

LMIM and the Administrators (hereit known as the ‘Responsible Entity’) continue to be fully
committed to providing investors with a high level of transparency and meaningful information
with regards to their investment in the Fund. The Responsible Entity fully appreciates the impact
of the closure and decline in capital value of the Fund to individual investors over the past couple
of years, together with the uncertainties created through the Voluntary Administration of LMIM.

We would like to assure investors that the Responsible Entity is working to maximise the capital

return of the fund in a timely manner and trust that this comprehensive fund updste will provide
further camfort in this regard.

2 Fund Level Administration Update

2.1 Fund QOverview

The FMIF comprises a portfolio of 27 commercial loans with a historical book value of
$326,102,759 (per the fast formal investor update dated 24 lanuary, 2013). Two of these loans
have had all security sold and montgages relessed. However, there is residual debt on each ohe
and theae files now need to be closed - these have been disregarded when we discuss the
varlous assets iater in this report. in addition there are two borrowers each with two separate
loans for the same asset. These have been treated as one facility in each case for the purposes
of discussion later in this report. The majority of these movrigages have defaufted and where this
is the case FMIF is acting as mortgagee in possession.

The Responsible Entity is cumently conducting a review of the business and all of the LMIM funds
and is now writing to provide a comprehensive update to investors as a matter of priority.
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We will continue to assess options to further enhance vaiues as we progrese with the asset
reviews and as additional Information comes to hand. It is too ea rly in the process to include into
the portfolio assesement potential outcomes such as a suceessful rezoning of a land subdivision
or the like and this may have future positive benefit to the valuation of the FMIF.
The following table presents an aggregate view of the assets types and potential strategies that
the Responsibie Entity would employ over a two year period for each asset type.

Mainiy completed or partially complefed projects

- focus is to resolve Issues, develop matketing

of completed, partially completed and

d'eveloprnent sites - complete projects where
appropriate; marketing and sale of completed
assets and assessment of options for

= Aged Care
= Commercial
= Industrial

= Residential

« Specialised
Residential

As can he seen, the po&fclio has a very heavy exposure to the aged care asset sector with all of
the related projects in various stages of pianning or development.

(43
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2.2  Comprehensive Asset Strategy Review

This review has been conducted to ensure that a thorough approach Is being adopted across all
agsets to identify Issues and Impedimants to maximising vafue in a timely manner. In addition, it
also allows the Responsible Entity to confidently deliver to the twofold primary objectives of

returning investors’ investment capital as quickly as commercially feasible, and also 1o maximise
the returns to investors.

As a pari of the structured review process undertaken by the Administrators and LMIM assst
management team, the following key tasks have been performed:

Verified the current status of all assets to understand lssues that may be impacting vaiue or

delaying the realisation process In order to directly and swiftly address all asset detetioration
issues:

Validated ownership and lending structﬁres and identified stakeholders;

Asset valuations were reviewed as part of each asset strategy. In many cases, the asset
valuations were outdated (3 or 4 years oldj and new valuations are being sought as part of
our assessment process;

Further independent expert input was sought for specific asset issues where reguired;

Detailed asset and fund level cash flows were developed by determining future asset related
rental income and operating expenses, development costs, sale revenues and selling costs,
This information was essential to better undetstand the impacts of different strategies and
allow fully informed decision making;

Using the above analysis and racent market data, all existing assets were reviewed and
analysed to develop refined individual asset strategies. A clear and considered focus wag
maintained on maximising value to investors and expediti ng capital retum. The key elements
are balancing rigsk and time with expected outcomes to ensurs that the portfolio retums can
be largsly delivered in a progressive manner aver the next two years. The following specific
topics were addreased during the reviews:

o Identify all options to maximise vaiue;

o Identify timely asset realisations whilst maintaining asset value (referred hercin as
“Quick Wins");

o Develop individua! strategic ptans for each asset;
o |dentify and quantify risk igsues:
o Develop defined process steps for action and monitoring,

o Based on the refined stratsgies, individual asset action plans have been established
contzining clear LMIM accountabilities and timefines;
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o Atotal Fund levet strategic ptan and financial plan was developed which consolidated
Individual asset strategies into a total fund strategy, including a repayment schedule
for the Deutsche Bank facility and a schedule for the estimated timing of investor
returns; and

o The Responsible Entity's strategy supports the avoidance of a fire sale.

From thia process, the Responsible Entity has clearly established the next steps in working
through the FMIF asset portfolio, including:

« Constant ongoing refinement and monitoring of msset jevel strategic plans and financial
assessmeants;

» Take action on the identified Quick Wins; and
* Take action to rezone identified assets in order to improve valus.

The overall chjectives that the Responsible Entlty is working towards are:

. Maxfrnising the returns to investors from asset divestments;
& ldentffying and securing opportunities to minimise costs;

e Providing for the full repayment of the Deutsche Bank facility in June, 2014
{facitity maturity); and

= Provide distributions of capital to investors as the fund is wound down.

2.3  Maximising Asset Values
Throughout the portfolio updste section of this report we have outlinad the following:

= The Responsible Entity’s current and very early stage assessment of whether there Is likely to
be a reduction in asset values as we work through the portfolio wind-down;

* The methodologies beingadopted to stabilise assets where issues are apparent; and

*» The review of the existing asset strategies to identify and progress alternate asset strategles
that have the potentiat to further improve vatue without undue risk.

All of these efforts of the dedicated Responsible Entity asset team are directed towards seeking
to enhance investor value through either impravements in asset values, faster retum of capital to
investors or reductions in FMIF costs. As such, we will continue to provide comprehensive
updates of the portfolio and will be endeavouring to enhance the total porifolio return beyond
that currently indicated through our early stage assessments.
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24  The Asset Valuation Process

Whilst the asset valuations were considered and updated as a part of the review outlined above,
limitations encountered have meant that there are stil qualifications to a definitive valuation of
the Fund at this stage. Thase limitations are as follows:

*  Additional independent data is needed 1o be gathered and assessad;
= Complexity of the assets and relsted project issues require more time for analysis; and

¢ Some issues, challenges and potentiel incremental value opportunities need to be further
clarified befare individua! asset strategles can be finalised. and agreed.

However, the Responsible Entity would like to highlight the following;

e Development loans are being assessed on both an “as is” basis and “as if complete”
basis; and

+ Anumber of these development loans are in default and a current independant review of
asset values is required.

From a whole of fund valuation perspective, tha Fund s vulnerable to any movements in the
value of underlying property and with a large proportion of these loans classified as
“development loans" and “in defauit” it is likely that there will be further downside movement in
the valuation of the Fund. We are presently raceiving and analysing independent verification
data such that we can provide clear valuation guidance in the next update. We appreciate that
investors are looking for this information as soon as possible. We are working o provide
valuation information as quickly as is feasible, whilst being cognisant of the need to present
realistic and veritiabls data.

The assets therefore require weli considered and efficient strategies to arrest declines in asget
values. This is a high priority area for the Administrators’ asset team and one where they are wel}
experienced to direct and assist LMIM management.

2.5  BIS Shrapnel Report

BIS Shrapnel have prepared a report that comprises an evaluation of key variables used in
feasibility studies undertaken by LMIM when developing an asset strategy for the FMIF. The
purpose of the report was to determine If key varlables adopted are, in BIS Shrapnel's opinion,
fair and reasonable and to provide commentary around these assumptions and inputs. The
Responsible Entity has reviewed this report and taken into consideration the outcomes of the
report in iight of the potential asset strategies being adopted (outlined above) by the Responsible
Entity. in some Instances the asset strategies that will be employed by the Responsible Entity
differ from those recommended by BIS Shrapnei given that BIS Shrapne| were working to a much
ionger asset work out timeframe compared 1o the Responsible Entity who is working on winding
down the fund in a progressive manner over the next two years,

26  Minimising FMIF Costs
The Administrators’ have implemented a comprehensive operational system since the date of
their appointment that addresses pre-existing gaps in financial controls, including cash flow
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modelling at the Individual asset / foan book level, With the introduction of controlier level
budgets and cash flow modelling, the Responsible Entity is now able to better control and identify
avenues to reduce asset holding costs. This, togsther with comprehensive control systems to
monitor expenses, will substantially assist the Responsible Entity in our objective to maintain
tight cost controls and cost reductions across the FMIF portfalio.

2.7 Hardship Payments

Histotically, hardship payments to investors approved by ASIC have been made by the Fund
where redemption requests have been frozen and where capital distributions were on hoid
pending necessary assel realisations. The fund is being wound down and asset resfisation
strategles implemented to allow future periodic capital distributions. Caphtal distributions
commenced in March, 2013. It is intended that the periodic capital distributions to investors
continue in a planned and regular manner. This process in turh, materially decreases the need
for separate hardship payments 1o continue. Should a circumstance arise and be approved by
ASIC that would dictate the need for a separate hardship payment, the Fund will consider the
request, however it Is intended that regular perlodic capltal distributions are the most
appropriate path ferwaid for investars as it provides for equal (per unit basis) distribution at an
equai tima. .

2.8  Distribution of Capital to Investors

We are cognisant of the desire for Investors to receive regular capital distributions as the FMIF is
wound down, To this end, we are expecting that after the June capital distribution is processed
there will be a further distribution In early August and thereafter, capial is expected to be
distributed to investors on a qua rterly basis, subject to cash flows, as the wind down progresses,

29  lune, 2013 Capital Distributions to Investors

The FMIF is distributing a total of $4,270,690.45 to ALL underlying investors, including each ¢f
the LM Currency Protected Australian Income Fund (CPAIF), LM Institutionai Currency Protected
Australian Income Fund {ICPAIF) and former LM Wholesale First Mortgage Income Fund (WFMIF),
Payments will be received by investors in the next few weeks. You will be natified of the cents
pet unit represented by the payment when the payment is made. Following are the total
payments:

s CPAIF- $1,056,318.30

s {CPAIF - $81,832.71

= WFMIF - $844,695.05

e Other FMIF investors - $2,287,844.39

Members should be aware that the consent of Deutsche Bank was necessary befora this
distribution was altowed. We were pleased to advise that wa have gzined that consent.

. /f i
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We remind WFMIF investors that Tritogy will be responsible for distributing the capital payment it
receives to the underlying investors in that fund. We note that LVIM had previously paid g

capital distribution of approximately $1.7million from FMIF to the WFMIF at the beginning of
March, 2013,

A distributlon statement will be forwarded to you when the payment Is made and this will set out
the cents per unit returned to you.

2.10 Repayment of Deutsche Bank Facility

The Fund has a fully drawn line of credit with Deutsche Bank of $26 million. This facility remains
in place and continues to operate in the same manner as before the appointment of Voluntary
Administrators to LMIM. Deutsche Bank has not required any amendment of the terms of the
approved facility parameters.

The Responsibie Entity belisves that the Deutsche Bank facility is an expensive facility, therafore,
we Investigated a. course of action which would pricritise repayment of this facility over any
capital returns to investors. However, after careful review of the terms of the facility, it became
apparent that early repayment would incur additional costs resufting In a conclusign that carly
repayment is not a financially visble or financiaily responsible option for FMIF. Accordingly the

facility repayment Is proposed to accur in full s originally planned at the maturity date of
30 June, 2014,

With the level of financial modelling and forecasting that the Responsibls Entity has developed to
manage and manitor FMIF, we will be ensuring that, in making future capital distributions to FMIF
Investors, sufficient funds will be reserved to allow fuli repayment of the Deutsche Bank facility at
loan maturity,

We are pleased to report that since the Administrators” appointment the interest costs and
principal repayments continue to be paid as scheduled from the cash flows of the Fund. We are
working towards the previously agreed reduction in the facility to a required maximum of %25
million by the end of June, 2013,

The Voluntary Administrators maintain a close diaiogue with Deutsche Bank tn ensure they
remain fully informed and comfortable with the ongoing operations of this facility. The Deutsche

Bank facitity is in place 1o 30 funs, 2014, with an option to further extend to 30 Juna, 2015, i
required.

2.11  Foreign Currency and Hedging

The foreign currency hedges for investors into the ICPAIF and CPAIF were disrupted following the
abrupt cancellation of facilities by existing providers. The Responsible Entity has worked to
establish new facility arrangements with alternate providers which are now finalised and we are
now progressively reinstating the hedging to protect the foreign exchange exposures of the ICPAIF
and CPAIF investars as the Fund's assets are progressively divested and capital returned (which
s’ expected to take around 2 years),

fl
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This abrupt canceliation by the previous foreign exchange providers has resuited In some losses
to the CPAIF and ICPAIF funds which we are stiil quantifying - despite repsated requests of these
former providers over the past 8 weeks, we only received the detailsd transaction reporting on
Thursday 23 May, 2013 for the transactions they unflaterally undertack during the week of the
22 tp 25 March, 2013,

We shouid highlight that the quantum of losses from the cancellation and reinstatement of the
foreign exchange hedges are not substantial - we estimate that the losses will be between
0% - 2% (depending upon the cumency concerned )X

2.12 Update Your Payment Details
If you have recently changed your bank details it is important that you please compiete the form

available on the FAQ page of the www.iminvestmentadministration.com website and email the
completed form to investmentservices®L Maustralia.com as scon.as practicable.

2.13 Income Catch-up for Relevant Investors

The Responsible Entity is aware of this issue and proposes to make a further payment to those
FMIF investors with income distributions outstanding, The Responsible Entity wil! provide further
communication around the timing of such payment as soon as possible.

3 Comprehensive Portfolio Status Update

3.1 FMIF Portfolio - Achievements to Date

In the nine weeks since the appointment of the Administrators’, there has been substantial work
undertaken across the asset portfolio of FMIF signlficantly advancing actions and strategles. The
achievements to date include:

3.1.1 Addressing Asset Deterioration

There were & large number of assets that had started to display deterioration - either in a
physical senae or [n a strategic / commercial sense. Examples of these and actions already
undertaken include:

A partially compieted Industrial development - this asset saw construction commence in 2009
which then hatted in 2010 following cost, certification and contractual issues. | nvestigations by
independent experts were undertaken through 2011 and into 2012 that hfgﬁlighted FMIF had a
valld legal claim. A review by senior counsel concluded FMIF had a strong case that could be
brought against parties for professionat negligence which [s expected to retum in excess of $2m
to FMIF. The claim was to have been progreesed at the time of the Administrators’ appolntment
and with only 2 months before the time limit for action expires, the Responsible Entity is now
urgently progressing this.

A completad residential project with major defects - whilst the defects wers racoghised, Jittls
definitive action had been undertaken In determining how FMIF could either resolve the defects
or identify an exit strategy. This asset has continued to physically deteriorate over the past

11
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couple of years. The asset Is a cash-drain on FMIF as revenue does not cover the basic asset
holding costs (rates, taxes, etc). The Responsible Entity is now quickly working 1o identify the
most appropriate exit strategy for the asset and has received formal detailed submissions from
external parties on this in the past weak.

A new residential project - fack of funds saw the project marketing wind down last year foltowing
a solid initial pre-sale effort. This project is well located with the overall residential market data
in that area demonstrating buoyancy over the past 18 months. There exists a risk of existing
pre-sales falling away in the near term if the project is not progressed which would significantly
impact the asset value. The Responsible Entity has initiated the development of a marketing
pian and budget to strengthen the financial options for this project in the short term.

3.1.2 Maximising Value

Beyond addressing Issues around asset deterioration, we have also been actively reviewing the
portfolio. to identify actions that would maximize value - hoth recognising market conditions
where futurs value appreciation is limited (due to long term structural or oversupply issues) and
identifying assets where positive actions have the potential to provide a more marketable
product. Examples include: ’

A completed residential projsot - Following an unsuccessful marketing campalgn, this project
was being held by FMIF until an improvament in market conditions on the basis of It generating a
return for the fund (assumed approx 3.8% net return). In developing the asset level cash flows
and probing on costs assoclated with thls asset, the Responsible Entity has determinsd that the
asset in fact is generating a return of less than 0.4% of its impaired loan balance. This asset has
a current value of around $Sm to $12m with limited near term upside {other than with optimistic
market assumptions) to justify a longer term retention. The Administrators have since utillsed
their extensive networlc to identify interested and financially sound parties for its divestment and
the Responsible Entity is presently exploring these opportunities.

Land rich projects being progressed with an aged care {(loan/lease model) sales strategy - thers
are a number of aged care projects across the FMIF portfolio and these comprise a substantial
portion of the portfolio’s value. For some assets, these aged care strategies are iikely to be the
most appropriate strategies to maximise value (given their location, project size or current teval
of development}, but there are other projects which are large sites and the risks and timeframes
1o develop out these projects as presently conceived are very substantial. A number of these
have the potentiai to e restructured and progressed more efficiently with substantially reduced

" risk as predominantly traditional residential land projects (also consistent with their zoning).
These are presently receiving high priority for asssssment and analysis with independent expert
reports aiready commissioned and now coming to hand. In at least one instance, there is also
potentlal to progress higher density zoning approvals as part of the residential focus which
affords significant opporiunity to enhance values from where they presently stand.

3.1.3 Quick Wins

There are a number of instances where the Responsible Entity has identified opporiunfties for
timely asset realisations whilst aiso maintaining asset value (referred herein as “Quick Wins"),

12
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The benefit of identifying Quick Wins is to increase the speed of retumning capital to investors
through the reaiisation of stagnant security where it is not of benefit to investors to delay their

realisation. Same of thess have already been covered above, but other relevant examples
include:

An Integrated development project - 7 x 3 bedroom dwellings were completed in 2012, These
dwellings have not been marketed to date nor are there any impediments to being marketed.
The dwallings are located in a well sought after capitat city location and had delayed markating
and sales due to indecision on strategy (being considered as possible aged living assets on a
loan/lease model). We have identified that they can easily be s0ld as freehold residentia) for
which there is sound market demand. We are presently completing a market appraisai on these
properties and expect to commence marketing these in the very near term. Estimated valus of
these is in the order of $2.3m to $2.6m.

A fully completed strata-iitied commercial praject In an east coast capital clty - This project was
completed in 2007. To date only 25% of the commercial units have been sold and the project
has a stalled sales strategy. The market for this product Is sound and the project required urgent
strategic attention in order to revise and recommence the marketing campalgn. This is presently
recelving attention in order to unlock proceeds which could amount to between $12m to $15m,

3.2  Asset Partfolio Overview as of 24 May, 2013

As highlighted earlier and discussed in more detail through this report, the Administrators’ have
been working with the LMIM asset management team to identify strategies and optlons to
enhance portfolio value beyond an “as is” value. The key elements are balancing risk and time
with expected outcomes to ensure that the portfolio returns can be largely deliverad in a
progressive manner over the next two vears.

Based on the existing asset level strategies, about ons third of the assets would require between
4 and 6 years to be fully realised. This is obviously tco long a dellvery timeframe as It introduces
significant tisks and additional costs in delivering these outcomes. Accordingly, the Responsible
Entity is driving to ensure that the updated ssset strategies developed are still capable of
delivering sound value upside compared to a current “as is” value, but within acceptable
timeframes.

The last reported valuation for FMIF was 59 cents per unit {June, 2012 aydited accounts -
disclosed in November, 2012 Investor update). Given the gap in up to date asset valuations it is
not possible to provide a considered assessment of value at this time. However based on our
review to date, it is highly fikely there will be downward revisions to previous FMIF loan book
values when this is finalised in coming months,

Even as a heavily worked value accretive sirategy, the Responsible Entity acknowledges that this
Is a poor outcorne for investors and is reflective of the assets in the portfolio where most of these
are failed borrowers / failed developments and are held by FMIF as mortgagee in possession,

For a number of assets, there-is limited substantial upside to their “as I1s” values and for those
T
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that the Responsible Entity has identified with value accretive options, these are limited by
underlying asset issues or market issues.

We will continue to assess options to further enhance values as we progress with the asset
reviews and as additional information comes to hand. It is too eatly in the process to include into
the portfolio assessment potential autcomes such as a successful rezoning of a land subdivision
or the like and this may have future positive benefit to the valuation of the FMIF.
The following table presents an ageregate view of the assets types and potential strategles that
the Responsible Entity would employ over a two year period for each asset type.

| Residential  Mixiof completed, partially completed and”
development sites — complete projects where
appropriste; marketing and sale of completed
assets and assessment of options for development
sites, ‘

*Percentages based on FMIF loan balance as at 31/12/2012

Portfolio Asset Type - April 2013

= Aged Care
& Commercial
® industrial

@ Residential

= Specialised
Reslidential
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As can be seen, the portfoiio has a very heavy exposure to the aged care asset sector with all of
the related projects in various stages of planning or development.
The map below demonstrates that FMIF comprises a diverse portfotlo of assets across Australla,

Weslem
Australia

3 @ =locationof EMIF Assets

e

3.3  Portfolio by Property Segment

In reviewing the existing assets, a key focal point of analysis has been a review of the underlying
values / valuations of the assets. Given present market canditions, a number of the valuations
are out-dated and new valuations are being sought as part of our assassment process. However,
following further analysis and review overseen by the Administrators, it was identified that that
there are a number of assets where the provisioned loan values (Le. the current FMIF book
values) are still higher than a reasonable assessment of current valuation would suggest and
futther asset write-downs can be expected.

3.3.1 Aged Care / Retirement,

FMIF is mortgagee in possession for most of these assets as the original developers have
defaulted and FMIF has exercised its rights as first mortgagee. As a result, FMIF is now acting as
.the developer and is secking to maximise the returns through completion of the projects. The
teble overleaf presents a brief overview of the individual assets:

i5
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Aged Care/
Retirement

Restructure balance of project into residential development sites
and sell down.

Aged Care /
Retlrement

The general.business model for the Aged Care / Retirement assets involvea developing the
properties into dwallings {units or houses) togsther with the development of common facilities
{(community facility, pools, ete) and the provision of supported care in some business models.
The sale of a dwelling involves a loan / lgase structurs - whereby a purchaser acquires a
dwelling through provision of a ioan (at an amount that matches the valuation of the dwelling)
that entitles them to occupancy as iong as they require, The tenant is also up for regular fees
(much like a body corporate payment) which cover the contribution to the maintenance of the
common facilities and partially pays for the care/ support they receive. When the tenant leaves
the dwelling, the manager will then find a new party to acquire the dwelling at the then market
value and a portion of the proceeds are returned to the original tenant and a portion retafned by
the manager.

The revenues from this model ase derived from developing and “selling” the dwellings to aged
tenants and once all dweilings are sold, from the proportionate income retained by the tumover
of dwellings as tenants leave and new tenants are found. However, to operate this modal
requires heavy ongping expenses, such that the business model does not mature and hecome
operationally cash fiow positive untif most of the developed units are sold when there is 5 regular
turnover of dwellings income to support the level of care and operational expenditure., The
nature of these assets and the business mode! they operate under means that these assets take
& considerable period of time to be fully developed and soid to reach a steady state of business
operations - at which point the business is also sold to generate the final component of return
on the development.

The Responsible Entity's review of these assets has Indicated the potential for a negatwe

variation 1o the current FMIF loan book value. This is due primarity to:
» Current strategies are generally to build out and sell these assets over extended
(4 to 6 year) timeframes; /_a,nd.
~ S 14
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* Current significant monthly operating losses in these under-developed assets.

Together, these complex business model elements serve to make the assets relatively
unattractive in the current market in thelr present form. Market testing on a couple of selecied
projects undertaken in 2012 indicated that longer term work-out strategles were reguired to
maximisa investor capital rather than to initiate an immediate asset realisation process.

The Responsible Entity has been undertaking substantial work to identify and develop opticns
that will enhance the value of these assets for FMIF investors within a more appropriate {2 year)
timeframs. The over-iding criterion the Responsibie Entity has setis to identify strategies that

both reduce the rigk and reduce the timslines in progressing with selected value enhancement
sirategies.

3.3.2 Commercial

For the 3 commercial assets listed below, FMIF is moertgagee in possession or in the proceas of
moving to mortgagee in possession. Al three assets are in the process of selling down. Two
assets are expectad to be fully sold by end 2013. The third asset has substantiai remaining
stock to sell but has atiracted Rttle market intsrest for over a ysar at current prices and

marketing approach. This is presently receiving attention by the Responsible Entity as described
later in this report.

Possesslon

Given the gap in up to date valuations it is not possible to provide a considered assessment of
value at this time. However, it is likely there wiil be downward revisions to previous FMIF loan
book values with limited avenues to enhance value for two of these assets. The third asset
requires significant rewarking of strategy and this is presently receiving attention.

3.3.3 Industrial

For the industrial assets listed below, FMIF is mortgagee in possession or in the process of
moving to mortgagee in possession across all four assets. Of the two developed assets, one is
expected to be fully sold by the third quarter of 2013 and the other has besn recently
unsuccessfully marketed as there are contractual structures in place that make the asset

unattractive to third parties - this is receiving further attention by the Responsible Entity to
identify possibie rasolutlons.

" Potential Strategy - Overview
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One asset has been fully sold leaving a shortfall on the loan but there may be some avenues for
FMIF to recover further money through pursuit of supporting securities (guarantees). The loan is
subject to legal disputes between FMIF and subsequent mortgagees and the Responsible Entity
Is presently investigating these matters to develop a strategy to finalise the legal issues and seek
- recovery of further amounts via the supporting securities.

The final asset is a stalled devefopment project that requires a strategy to koth resolve
commercial / litigation jssues that could be benefictal for FMIF investors and identify the best
path forward 1o maximise the asset value for FMIF investors. This is receiving high priority by the
Responsible Entity given time limitations around potential litigation,

Given the gap in up to date valuations it Is not possible to provide a considered assessment of
value at this time. However, it is lkely there will be downward revisions to previous FMIF loan
book values. For at least two of these assets there are avenues that could be undertaken over

the next six manths that could substantially enhance value. The remaining asset 13 expacted to
be sold by third quarter of 2013,

3.3.4 Residential

FMIF is mortgagee in possession or moving to this position for six of the 7 assets listed below.

AssetType  Mortgagee In " Potentlal Strstegy - Overview

‘Residential

The assets not in possession are not productive loans and we are prograssing to assume the role
as Mortgagee in Possession

Of the remaining six assets, there are three relatively significant assets in this component of the
portfolic as follows;

1. Acompleted residential project that is in the proceas of selling down;
2. Astalled residential davelopment project; and
3. Aresidential land development project.

18
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The remaining three sssets are smali and all in the process of selling down, albsit with losses
expected against their cutstanding loan balances.

The stalled residential project is a quite significant project requixing remedial work to be
undertaken and a marketing sirategy to be re-scoped and progressed before we cauld
contemplate either a sale or some other form of exit strategy. A sale “as is” is not considered
appropriate and vaiue should be significanty enhanced with the appropriate levet of care and
sttention to strategy and execution. This is receiving high priority by the Respansible Entity with
the view to be able to undertake a favourable exit by fourth quarter of 2013.

The final asset Is a residential land development project in an area with weak demand. Itis a
difficult site with arsas that will be expensive to sub-divide. This impedes the economics of
clements of the project and the Responsible Entity has been undertaking preliminary
assessments of alternate strategies. This is not an urgent priority as there is an existing stage
that has been completed and is in the process of being marketed. Marketing will need to
progress further before any future development stages could otherwise be contemplated.
Rather, the initial focus for this project is an effective marketing. / sales program to shift the
existing lots in a timely manner, with strategies for the remaining balance of land to be worked up
in paraliel. Given the gap in up to date valuations it is not possible to provide a considered
assessment of value at this Ume. However, there is likely to be downward revision on the loan
book value of this asset.

Overall, we expect a significant percentage (>60%) of these assets to be realised by first quarter
of 2014, with the balance subject to the current strategic assessments being undertaken.

3.3.5 Specialised Residential

FMIF I3 mortgagee In possession for both assets and they have been held by the fund for some
time. Hoth assets are in poorly performing local real estate markets which limits options for
divestment. Each asset also has significant holding costs which are not covered by Income

streams. One asset also has constryction guality lssues which are impeding potentia|
divestment.

-As_setType'-"-"'Mdrt"g'a'geeﬁln"' T T Potentlal Strategy - Overview

Possesslo

Hiidualsal o
th a targéted marketing campaign -
-va_r-;z-shailqw matket for ind iyi_l_:l_y_a_l_ sales.

The Responsible Entity has been reviewing these as priority items given the potential for further
building deterioration in one case and the nsed to identify divestment options in both cases. The
strategies are still formative; however there is reason to believe that both assets could be
divested by first guarter of 2014,
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Given the gap in up to date valuations It is not possible to provide a considered assessment of
value at this time. There is likely to be downward revisions on the loan book value of both of
these assets. However, the Responsible Entity has identified some avanues where we may be
able to improve this outlook.

3.4  Portfolio Guidance

in our analysis of the assets, we have been reviewing the underlying values / valuations of these
assets. Given present market conditions, a number of the valuations are out-dated and new
valuations are being sought as part of our assessment process. However, following further
analysis and review overseen by the Administrators, it was identified that that there are a number
of asgets where the provisioned loan values (i.e. the current FMIF hook values) are stilt higher
than a reasonable assessment of current valuation would suggest and further assst write-downs
can be expected. This is the case with the agad care component of the portfolio due 1o a number
of factors including:

¢ Using an ancompietion valuation to determine the provisioned loan value whereas in winding
down the fund an “as is” approach may be adopted;

* Inclusion in the previous valuation assessment of 2 business value to the operating business
when the asset reaches complation — this value is uncertain and would not be achieved for

between 4 and 7 years (depending on the asset and its present state of development) as so
would be discounted in an “as is” value; and

* In some cases, the assets afe incurring substantial monthly operating losses which would be
reflected in an ‘as i’ value. These opersting losses cannot be slgnificantly reduced due to
legislative requirements around their operations as aged care facilities.

The other asset category whers there may be a sighificant diminution in value when considered
on an “as is" basis is the speciatised residential portfolio. This Is due to the nature of the assets
(resort style assets), the state of the local real estate markets and also significam site specific
issues around location, bullding defects and resort performance.

Other assets where there will be notable value diminution include:

* Aland subdivision where focalised market conditions have seen a reduction and stow down
in new land sales. This property also has difficult ground conditions making some of the lang
uneconomic to sub-divide profitably at current contractor retes;

* Aresidential development which has been fully sold and where the balance will need to be
written off as the guarantors now raside In an overseas Jurisdiction there is limited prospect
of any further recovery; and

¢ Acompleted capital ¢ity commercial developmant where there has been limited demand for
the completed asset with only 25% sold in 6 years. There are lssues with end valuation /
prices sought in the market and hence a very low level of completed sales to date togsther
with ongoing retention costs {maintenance, rates, land tax, atc) necessitating a more
conservative approach to es
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3.5 Process Enhancements

Since the appointment of the Voluntary Administrators, the specialist team has undertaken an
exiensive review of the FMIF portfollo and also the underlying processes and procedures in
managing that porifolio. This review has introduced a range of control processes that were either
non-existent or under-deveioped. In addition to this, the taam has strengthened 8 number of
other processes in the assessment of credit risks and management of the assets.

The Administrators’ analysis of FMIF's Operatjonal System since the date of our appointment
demonstrated a few areas that required improvements and im plementation of controls in relation
to cash flow for Fund and individual loan levels.

The Administrators’ identifled a significant gap in financlal control which included cash flow
modelling at the asset / loan book ievel. The Administrators’ have since instigated the
introduction of controller level budgets and cash flow modelling to build a fund level cash flow
model. This model has also been an invaluable contribution in detarmining future asset
sirategies through the analysis of holding costs versus realization mode! to ensure that investor
returns are maximized.

The processes now in place include:

3.5.1 Strategic Review of Assets

Strategic reviews have been completsd for all assets and initial stratagie plans documented.
There are a number of assets where revisions to existing strategles are necessary as the existing
strategles were either not appropriate in current market conditlons, not financeable or otherwise
carried significant risks in execution. These strategic review actions will be ongoing for each
asset to ensure that there exists a process to capture and fully assess the impacts of new
information as it is received. For each asset, the Responsible Entity has created a process to
collate into one document all they key transaction description, loan / account information, loan
status, risk assessment and current status. This is to provide one racord point for alt key loan /
transaction information in the same manner as would be seen in a bank lending flle. in the
process of completing these documents, they are also being utilised as the key document that
would then capture the key Information from the strategic review of each asset. This strategic
review utilises alf key LM personnel (account / development manager, a senior LM exacutive, LM
legal} and at least two FTI personnel and involves:

1. A comprehensive review of the key borrowing information (borrower, legal structure, legal
issues, loan amount, security structure, security valuation, method of valuation, transaction
status, commercial Issuas and current strategy);

2. HKey issues and risks are discussed as well as a review of the current strategy, fts progress
and impediments;

3. Consideration is then given to the suitability of the current strategy, potential aiternate
strategles, key information gaps, timelines and key dates (such as expiry of DA, expiry of
pre-sale contracts, etc) and action plans developed with assigned tashs and timelines for
delivery; .
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4. From the analysis and decisions taken above, a comprehensive cash flow is developed for
each asset to provide the underlying basis for a discounted / risk adjusted cash flow
analysis of the cument strategy and any alernate strategies that may be considered.

s Credit Committes Moetings - The Administrators’ have re-formed the composition and
processes of credit committee meetings.

* Key Risks / issues - The Administrators’ introduced a process of clear identification and
documentation of all significant risk issues for each agset and what mitigating actions {if
any) can be employed 1o manage these risks. This process inciudes assighment of tasks,
action plans and timelines to dealing with these issues.

o Cash flow Forecasting, Expense Monitoring and Contrals - Whilst LM prepared fund level
cash flow forecasting the Administrators’ have introduced fuil cash flow forecasting, detailed
expense monitoring and controls in the approvals of expenses across each asset and across
the FMIF partfolio. This ensures we are capturing all costs in FMIF, identiying opportunities
to manage and reduce asset leve] costs and have full and continuous knowledge of the total
carrying / holding costs of individual assets, This Is supportad by and managed through a
detailed financial mode! developed by the Administrators’.

o Developmant of a “whole of fund” cash flow model for the FMIF - This model has been
developed by the Administrators’ and provides for the consolidation of the cash flows of
each asset (once fis strategy is finalised) togsther with afl other fund cash inflows and
outflows to be consolidated. This mode! allows the ongoing management and assessment
of performanca as the team works towards maximising the returns on assets and returning
of capital to FMIF investors.

o Independent Data Assessment - In asseasing asset strategles and asset values we noted
that in the past there had besen extensive use of in-house assessments which had
limitations In terms of appropriateness and gccuracy, Going forward, an independent
assegsment of asset valuss will be undertaken.

As part of our ongoing Operational Plan, the Responsible Entity alms to continue identifying and
implementing the necessary procedures that will accurately support strategies in place making
sure they are In line with the actual ongoing costs for each asset / loan. Our objective Is to

maintain the confrols Implemented In order to provide the best reporting outcome for
stakeholders.

These processes allows for the combined the Responsible Entity to fully manage the: portfolio
with the over-riding aim of maximising the return of capital to FMIF investors in the most time
efficient and cost efficient manner. In assessing strategy, these processes allows for effective
fisk adjusted discounted cash flow analysis of outcomes to ensure that all risk Issues are
approprigtely considered and Included inta the decision making.

3.6  Risk identification and Quantification

Risk identification and quantification is an area of particular focus that the Responsible Entity is
in the process of assessing with regards to the implementation of asset strategies. This will be

ol
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an ongoing protess and involves utilising a similar methodology to that of a credit risk
assessment and monitoring department in a major Australian bank. Such a methodology
considers:

* Theasset strategy timelines / duration and risk elements this introduces to asset outcomes:

* Real estate market / value risk:

* Counterparty sks (e.g. construction contractors / project partners);
» Planning and zoning risks;

*  Construction rigks (time, cost, quality); and

¢ Environmental risks.

As we work through the FMIF assets, we are seeking to ensure that future decisions taken fully
consider these risk issues, identify and progress mitigation stratsgiss and where appropriate
aflow for quantification of risks in the financial assessment of alternate outcomes. This Is to
ensure there is a robust process to progressing strategies and that only those strategies that
appropriately balance risk and retumn are pursued when contemplating future value accretive
options (such as developing out a project).

3.7  FMIF Portfolio - Next Steps

3.7.1 Completion of Strategic Plans and Financial Assessments

Whilst the Responsible Entity is well advanced on the straiegic plans and financial assessments
for the assets in the FMIF, there is still much 1o do to compleie this process. In many cases, wa
are still to receive additional information sought from various external pariies as well as
refinements to the financlal modelling and cash flow analysis. There is a separate financial
model for each asset which then fesds into the total FMIF portfolio model as well as 3
sophisticated costs / budgeting / monitoring model.

We are sesking to minimise costs in this informatian gathering process - using our extensive
external refationships wherever possible to provide initial, high level data from these external
parties to assist our option analysis for particular assets before committing to any formal repotts,

All of this work is required to be completed before we can formatly lock in afl of the strategic
plans. After just 9 weeks, we are very well advanced on what is a large portfoiio of assets, many
of which have significant and complex issues to consider. We currently have finalised plans In
piace for a number of assets in the FMIF, but abourt half of the assets have significant issues and
potentially divergent strategic options that we must carefully review and consider before
finalising those plans.
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3.7.2 Progress “Quick Wins"

We have earlier discussed some of the Quick Wins that wa have identified and are now
progressing, These will assume a priority over the next weeks and months to ensure these are
delivered in a commercially effective manner in order to maximise the retutns to investors ang
allow for early distributions of this capital to Investors.

As we continue to work through the assets and refine strategies, we will continue to look for
progressive Quick Wins to maintain the momentum we have estabiished In capital returns &
investors ~ as there are other assets in the portfolio that will take time to resolve issuss and
work through the defined strategies in order to maximise the returns to investors.

3.7.3 Progress Development of Identified Assets

As mentioned, there are a number of assets where the best outcomes for investors will be to
progress with development strategiss (on a limited basis) In order to maximise asset values.

What we are sesking to achieve with the strategies being developed is to ensurs that we consider
the pathway to deliver the besat outeormes for investors after considering all options and batancing
risk and retums with also a strong focus on the time to deliver outcomes. In a number of
instances, there are substantial “value gaps” between what an asset owes investors {original
logn balance plus capitalised intersst) and what the asset is presently vaiued at “as is". Where
an option presents an appropriate balance between risk assessment and potential value uplift,
we wlil ook to progress that optfon in order to ¢lose as much as possible this value gap.

The inltial focus is on the stalled development assets and how these can be best progressed,
either through careful use of the resources of FMIF or through third party funding or Jv
arrangements. There are a humber of these identified where options are in the process of being
assessed and additional information sought. There are also & number of projects which are
under deveiopment and these are belng continued with close monitoring of development costs
and progress utilising extemal third party reviews as is normal banking practice.

In potentially progressing with development options, we are also vary conscious of time - we are
not tooking to engage in outcomes that will take many years to conclude as this introduces:

¢ Longer timeframes increases the potential for uncontrollabla / unforseen risk elements {e.g.
potential for commodity prices, currency instability, overseas government debt issues or the
like) impacting on tha domestlc economy;

s Delays the return of capital to investors; and

» Unnecessary increases in the costs incutred through continued charging of management
fees to the fund as long term projects sre worked through.
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3.7.4 Progress with Rezoning of Identified Assets

The Responsible Entity has already identified a number of assets were rezoning may provide
vaiue uplift and lower risk outcomes for investors. We have received a report on one of these
sssets (the asset concemed Is quite large In terms of the overall value of FMIF} and will be
shortly meeting with Council to discuss alernate zoning solutions. In this particular case, the
Responsible Entity has current knowledge through other work undertaken of Council plans and
strategles to rezone and redevelop adjoining areas which wilf have a significant and potentialtly
positive impact to what zoning cutcomes may be achisvable for the FMIF assat.

4 Conclusion

In moving forward on the FMIF assets, the Responaible Entity has assembled a team with
substantial experience in the development of real estate assets, financing, negotiating
commercial arrangements and working through legat and financial issues and is applying sound
methodologies in working through the options to progrees with asset development. The
Responsible Entity has taken great.care to ensure that the team they have assembied to manage
these FMIF assets have the requisite skilis to undertake this task and also have a sole focus to
this task. This ensures that the combined Responsibfe Entity is committed to achleving the best
outcome for investars In seeking commercially balanced opportunities 1o develop out or
atherwise transform assets (through rezoning or the like). The Responsible Entity’s objective is to
wind down the fund in a commercially responsible manner, balancing risk and time with expected
outcomes 10 ensure that the portfolio returns can be largely delivered in a progressive manner
over the next two years. We will keep investors infonmed through detasiled, quarterly updates and
with other communications that may be warranted from time to time.

Dated: 7 June 2013
T Conaulﬂng

GHiEkts Muile
Voluntary Administrator
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ﬁ CONSULTING

12 March 2014
QOur Ref: GOK_89741103.doc

Receivers and Managers of the assets of LM First Mortgage Income Fund (LM FMIF)
C/- McGrathNicol

GPO Box 9986

SYDNEY NSW 2001

Dear Sirs

RE: LM Investment Management Limited (In Liquidation) (Recelvers and Manager Appointed) (the
Company) ACN 077 208 461

As Liquidators (formerly Administrators) of the Company, where work has been undertaken In
relation to the LM FMIF assets, the costs and expenses of the Administration, including the
remuneration of the Administrators, the Liquidators and their staff, are payable from those assats.
Such fees and expenses will be caught by the Responsible Entity’s right of indemnity out of the
underlying scheme assets.

In this regard, | take this opportunity to submit for payment our remuneration and expenses incurred
for the period 19 March 2013 to 31 December 2013 in relation to work undertaken by the
Administrators, the Liquidators and their staff to administer, care for, and preserve LM FMIF assets.
Please find *attached schedule of remuneration charged and copies of all invoices submitted for
payment to the LM FMIF,

To clarify, our costs have heen divided into three (3) categories as follows:

» Category 1 - Remuneration and expenses Incurred for tasks specific to the LM FMIF (not
including tasks relating to the LM FMIF controllerships which have been included as separate
category 3);

» (Category 2 - Remuneration incurred for tasks categorised as ‘general responsible entity
work’. This work would not have been undertaken but for the Company's role as Responsible
Entity of the respective funds. We have received advice that such work may be charged and
be allocated across the following funds in accordance with the corresponding percentage of
Funds Under Management {reviewed periodically):

o LMFMIF;
o LM Australian Income Fund;
o LM Cash Performance Fund;

FTi Consulting (Australia) Pty Limited
ABN 49 160 397 811 | ACN 160 397 811
Level 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 | Austraiia
Postal Address | PO Box 8965 | GCMC GLD 9726 | Australia
+61.(0)7.5630.5222 maic | +61.{0)7.5630.6299 m | fticonsulting-asia.com

Liability limited by a scheme approved under Professional Standards Legisistion.
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Page 2 of 2

o LM Australian Structured Products Fund; and
o LM Managed Performance Fund (for period to 12 April 2013).

¢ Category 3 - Remuneration incurred for tasks specific to the LM FMIF controlierships. In our
view both the controllership appointment documents and the security documents
themselves provide the contractual pathway for the Company to charge remuneration
associated with Its appointment as controllers of specific assets. | note that the invoices
covering the controllership remuneration from 19 March 2013 to 31 October 2013 have
previously been issued but have not been paid.

In accordance with the Orders made by Justice Dalton on 20 December 2013, we have not inciuded
in our claims against the assets of the LM FMIF, any remuneration concerning or incidental to the
meeting convened by notice dated 26 April 2013 (or any adjournment theredf).

Please review the invoices as submitted and arrange payment within twenty-one (21) days. Should
you require these invoices 10 be reviewed by an additional party, please forward accordingly ensuring
that the additional party is aware of the timeframe for response to this matter.

Should you have any queries relating to the above matter, please contact myself on (07) 3225 4900,
Kelly-Anne Trenfield on (07) 3225 4920, or Glenn 0'Kearney on (07) 5630 5205.

Yours faithfully
FTI Consulting

John Park
Liquidator

*Encl.

ﬁF‘ T I
CONSULTING
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Typical classification

F T

CONSULTING

ITM

FTl Consulting Standard Rates effective 1 January 2016

$/hour

(excluding GST)

General guide to classificatlons

Senior Managing Director

625

Registered/Official Liquidator and/or Trustee, with specialist skiils and extensive experience in all
forms of insolvency administrations. Alternatively, has proven leadership experience in business or
industry, bringing specialist expertise and knowledge to the administration.

Managing Director

575

Specialist skills brought to the administration. Extensive experience in managing large, complex
engagements at a very senior level over many years. Can deputise for the appointee. May also be a
Registered/Official Liquidator and/or Trustee. Alternatively, has extenslve leadership/senior
management experience in business or industry.

Senior Director

565

Extensive experience in managing large, complex engagements at a very senior leve| over many
years. Can deputise for the appointee, where required. May also be a Registered/Official Liquidator
and/or Trustee or have experience sufficient to support an application to become registered.
Alternatively, has significant senior management experience in business or industry, with specialist
skills and/or qualifications.

Director

510

Significant experience across all types of administrations, Strong technical and commercial skiils,
Has primary conduct of small to large administrations, controlling & team of professionals.
Answerable to the appointee, but atherwise responsibie for all aspects of the administration.
Alternatively, has significant senior management experience In business or industry, with speclalist
skills and/or qualifications.

Senior Consuitant 2

425

Typically an ARITA professional member, Well developed technical and commercial skills. Has
experience in complex matters and has conduct of small to medium administrations, supervising a
small team of professionals. Assists planning and control of medium to larger administrations.

Senior Consultant 1

370

Assists with the planning and control of small to medium administrations, May have the conduct of
minor administrations. Can supervise staff. Has experience petforming more difficult tasks on
larger administrations.

Consultant 2

350

Typically ICAA qualified {or similar}. Required to control the tasks on small administrations and is
responsible for assisting with tasks on medium to large administrations.

Consultant 1

305

Qualified accountant with several years experience. Required to assist with day-to-day tasks under
the supervision of senior staff.

Associate 2

275

Typically a gualified accountant. Required to assist with day-to-day tasks under the supervision of
senjor staff.

Associate 1

255

Typically a university undergraduate or graduate. Reguired to assist with day-to-day tasks under the
supervision of senior staff.

Junijor Associate

180

Undergraduate in the latter stage of their university degres.

Administration 2

180

Well developed administrative skills with significant experience supporting professional staff,
including superior knowledge of software packages, personal assistance work and/or office
management. May also have appropriate bookkeeping or similar skills.

Junior Accountant

145

Undergraduate in the early stage of thelr university degree.

Administration 1

145

Has appropriate skills and experience to support professional staff in an administrative capacity.

The FTI Consulting Standard Rates above apply to the Corporate Finance/Restructuring practice and are subject to review at 1 January each year.
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FTI Consalting Standard Rates effective 1 April 2014

(excluding GST)

Typical Sydney Perth General guide to classifications
classification $/hour Melbourne
-| Brisbane
Gold Coast
$/hour

Senior Managing 625 600 Registered/Official Liquidator and/or Trustes, with specialist skills and extensive

Director experience in all forms of insolvency administrations. Atternativaly, has proven leadership
experience in business or industry, bringing specialist expertise and knowledge to the
administration.

Managing Director 580 670 Specialist skills brought to the administration. Extensive experience in Mmanaging large,
complex engagements at a very senior level over many years. Can deputise for the
appointee. May also be a Registered/Gfficial Liquidator and/or Trustee. Alternatively, has
extensive leadership/senior management experience in business or industry.

Senior Director 570 560 Extensive experience in managing large, complex engagements at a very senior level over
many yaars. Can deputise for the appointes, where required. May also be a
Registered/Official Liquidator and/or Trustee or have experience sufficient to support an
application to become registered. Altemativaly, has significant senior management
experience in business or industry, with specialist skills and/or qualifications.

Director 510 510 Significant experience across all types of administrations, Strong technical and
commercial skills. Has primary conduct of small to large administrations, controlling a
team of professionals, Answerable to the appointee, but otherwise responsibie for all
aspects of the administration. Alternatively, has significant senior management
experience in business or industry, with specialist skills and/or qualifications.

Senior Consultant 2 440 415 Typicaily an ARITA professional member. Well developed technical and commercial skills.

: Has experience in complex matters and has conduct of small to medium administrations,
supeivising a small team of professionals. Assists planning and control of medium to
larger administrations.

Senior Consultant 1 380 360 Assists with the planning and controt of small to medium administrations. May have the
conduct of minor administrations. Can supervise staff, Has experience performing more
difficuit tasks on larger administrations.

Consultant 2 3680 340 Typically ICAA qualifisd (or similar). Required to control the tasks on small administrations
and is responsible for assisting with tasks on medium to large administrations.

Consultant 1 3156 300 Qualified accountant with several years experience. Required to assist with day-to-day
tasks under the supervision of senior staff.,

Associate 2 280 270 Typically a qualtfied accountant. Required to assist with day-to-day tasks under the
supervision of senior staff.

Associate 1 260 250 Typically a university undergraduate or graduate. Required to assist with day-to-day tasks
under the supervision of senior staff.

Junior Associate 185 175 Undergraduate in the latter stage of their university degree.

Administration 2 185 175 Well developed administrative skills with significant experience supporting professional
staff, including superior knowledge of software packages, personal assistance work
and/or office managemant. May also have appropriate bookkeeping ot similar skills.

Junior Accountant 155 - 135 Undergraduate in the early stage of their university degree.

Administration 1 155 135 Has appropriate skills and experience to support professional staff in an administrative
capacity.

The FTl Consulting Standard Rates above apply to the Corporate Finance/Restructuring practice and are subject to review at llanuary each year.
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FTI Consulting Standard Rates effective 1 October 2012
Excluding GST

Classification $/hour | Guide to Level of Experience

Senior Managing Director 575 | Registered/Official Liquidator and/or Trustee. Specialist skills brought
to the administration. Generally in excess of 10 years experience.

Managing Director 550 | Specialist skills brought to the administration. Generally in excess of
10 years experience. Answerable to the appointee, but otherwise
responsible for all aspects of a small to large administration.

Director 2 545 | More than 8 years insolvency experience or equivaient. Answerable to
the appointee, but otherwise responsible for all aspects of a small to
large administration. May also be Registered/Official Liquidator and/or
Trustee or have experience sufficient to support an application to
become a Registered/Official Liquidator or Trustee.

Director 1 485 | 5-8 years insolvency experience or equivalent. Well developed
technical and commercial skills. Will have conduct of small to large
administrations and experience in control of a medium to large team of
staff.

Manager 2 395 | 4-6 years insolvency experience or equivalent. Will have conduct of
minor administrations and experience in control of a small to medium
team of staff. Assists planning and control of medium to larger
administrations.

Manager 1 345 | 3-4 years insolvency experience or equivalent. Assists planning and
control of small to medium administrations as well as performing some
of the more difficult tasks on larger administrations.

Senior Accountant 2 325 | 2-3 years insolvency experience or equivalent. Required to control the
tasks on small administrations and is responsible for assisting tasks on
medium to large administrations.

Senior Accountant 1 285 | Graduate with 1-2 year insolvency experience or equivalent. Required
to assist in day-to-day tasks under supervision of more senior staff.

Accountant 235 | Undergraduate or graduate with 0-1 year insolvency experience or
equivalent. Required to assist in day-to-day tasks under supervision of
more senior staff.

Administration 130 | Administrative work including superior knowledge of software

packages, personal assistance work, high speed and accurate data
entry. Appropriate skills, including books and records management
and accounts processing particular to the administration including
filing. Appropriate software and data processing skills necessary to
record banking and accounting information.

The FTI Consulting Standard Rates are subject to review and adjustment at 1 July each year to reflect changes in the cost base of the firm and changes in
market conditions and rates for comparable insolvency firms. Subject to market conditions, the FTI Consulting Standard Rates will be adjusted upward at 1
July each year to refiect the change in the cost of living index as determined by reference to a broad based cost of living index. The increase will nat be less
than the increase in the Consumer Price Index and not greater than the annual increase in the latest avallable published Mercer Human Resource
Consulting Cost of Living Survey index {or equivalent index).
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14 Necessary and Proper Remuneration

Principle 10: A Practitioner is entitled to claim Remuneration and
Disbursements, in respect of necessary work, properly performed in
an Administration.

A Practitioner’s right to be paid is recognised under the legislation and at general law and is given
a high priority of payment from the Insolvent’s funds.

The entitlement to Remuneration exists only in respect of work done that was necessary and was
properly performed.

14.1 Necessary Work

A Practitioner is entitled to Remuneration only in respect of work done that was necessary for the
Administration. The term ‘necessary means work that was:

s connected with the Administration; and
* done in furtherance of the exercise of the powers and performance of the duties of a
Practitioner as required by the Legislation, Code and applicable professional standards.

The examination of claims for Remuneration will necessarily be made with the benefit of hindsight.
However a Practitioner may claim for work that may not have produced a positive outcome
provided there was a proper exercise of professional judgment in the Practitioner deciding to do
the work at the time the work was undertaken. Refer to section 18.2 for guidance on work papers
and maintenance of Administration files.

Once that is established, the work will remain ‘necessary for the purposes of a Remuneration
claim, even if subsequent events show that the work was not necessary.

Before a decision is made fo claim for Remuneration, the Practitioner must ensure that work that
was done, by him or hersetf, or by staff members, was necessary.
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14.2  Properly performed

In order to claim Remuneration for necessary work, the Practitioner will need to establish that the
work was properly performed.

Work done poerly, or, at worst, improperly and needing to be reworked should not be charged.

Creditors are entitled to expect that Administration funds are not expended on work that was not
properly performed. '

All time spent for necessary work properly performed should be recorded against the
Appointment using an appropriate system.

Before claiming Remuneration, the Practitioner must identify any work and time that should not be
claimed.

The Remuneration requirements of the Code for work that is necessary and property performed
are consistentwith, or impose a higher standard than, the Legislation.

Prior approval of fees does not remove the obtigation to establish that the work was necessary and
properly performed. The mere approval does not give the right to draw Remuneration if the work
was not necessary or was not properly done.

14.3  Deciding what work to undertake

The Practitioner should exercise professional and commercial judgment in considering whether
work is to be performed. Clearly, work that improves the return for creditors should be
undertaken.
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Not all work is associated with directly seeking a return for creditors. Many of the general
statutory tasks of a Practitioner - for example in reporting to creditors, lodging documents with
ASIC, and maintaining accounts - are properly performed and charged even though the
Remuneration charged will not produce a financial return and will reduce the funds available for
distribution.

In a liquidation, a Practitioner is not obliged to do work unless there are funds available for their
Remuneration, except for certain statutory tasks that must be undertaken regardless of available
funds. Practitioners should have regard to any assistance that may be available from the
Regulators.

14.4  Outsourcing

A Practitioner may outsource work subject to the restrictions on delegation (e.g. decision making
and exercise of judgment remain the Practitioner’s responsibility and cannot be delegated or
outsourced). '

The decision to outsource is a matter of commercial judgment for the Practitioner, based on such
considerations as:

* geography and location (the business may have its operations spread throughout the cou ntry
and it may be commercially necessary to appoint local agents to deal with particular tasks);
time constraints; or

e costs considerations [the external source may be able to attend to an urgent task quickly, or
more cheaply).

if work is outsourced, the Practitioner’s obligations under this Code remain the same as if the
Practitioner or members of staff had performed the work. :

For guidance on whether outsourced work is Remuneration or a Dishursement refer to 14.10.2.

Practitioners should have regard to APES GN 30 - Outsourced Services. A copy of GN 30 can he
accessed from the Accounting and Ethical Standards Board website (www.apesb.org.aul.

14.5 Work that cannot be remunerated

If a Practitioner, other than a bankruptcy trustee, seeks to be remunerated for work that is outside
the scope of the powers of the Practitioner or undertaken prior to the Appointment, approval can
only be sought from the court.

An exception is if it relates to a transitioning Appointment and the Legislation allows
Remuneration relating to the prior Administration.

It is not sufficient in itself to obtain approval from a committee or from the creditors, These
restrictions are a threshold test before applying the "necessary and properly performed test.
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A Practitioner appointed as a bankruptcy trustee may draw Remuneration for pre-appointment
work where that work is approved in accordance with the Bankruptcy Act.

Remuneration must not be claimed for work that results in, or is the result of, a breach of the
Practitioner's duties,

14.6 Staff levels and numbers

In time-based charging, the Practitioner must ensure that the number and qualifications of staff
allocated to an Administration is appropriate for the nature of the work being performed so that
the Administration is completed in the most efficient and effective manner.

This will require commercial and professional judgment. While a particular task may be
appropriate to a particular level of employee, the Practitioner may consider that, even though
charging at a higher hourly rate than the employee, he or she may be able to do the work in one
quarter of the time.

Care should be taken in allocating the appropriate number and level of staff to an Administration
or task, particularly when travel is required. This is a balance between having sufficient staff
available to undertake the required tasks and over servicing the Administration.

14.7  Setting hourly rates

In time based charging, the Practitioner should ensure that appropriate hourly rates are set for
the Administration,

Generally, market forces will ensure that a Practitioner sets appropriate standard hourly rates
which are generally applied to Administrations. However, a Practitioner should ensure the
appropriateness of these standard hourly rates is specifically considered for each Administration.
Factors that may result in a variation of the standard hourly rates include:

complexity of the Administration;
» location of the business operations of the Insolvent and the scale of the rates that would
normally be applied in that location:;
risk assaciated with the Administration; andfor
the specialised nature of the Administration [if any).

14.8  Costs of claiming Remuneration

Practitioners may claim the necessary and proper costs of record keeping and seeking approval or
determination of their claim for Remuneration.
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If additional costs are incurred because of inadequacies of the Practitioner or Firm's time
recording systems, or due to staff not properly recording their time, these costs would not be
necessary and proper. It is not appropriate to charge this additionat cost to the Administration and
it should not form part of the claim for Remuneration.

14.9  Costs of communicating with Regulators or professional
bodies

A Practitioner must not claim Remuneration for time spent:

e communicating with Regulators or professional bodies regarding complaints about the
Practitioner or the conduct of a particular Administration;

» on Regulator surveillance, professional audits or inspection of files, or on peer reviews; or
unsuccessfully defending a breach of the law or this Code, subject to any order of the court.

14.10 Disbursements
Disbursements may only be claimed if they were necessary and properly incurred.

In incurring Disbursements, a Practitioner must use their commercial judgment, adopting the
perspective of, and acting with the same care as, a reasonable person exercising care and skiil
would act in incurring expenses on their own behalf.

While Practitioners must account to creditors for Disbursements, the reimbursement for the
payment of Disbursements does not require creditor approval before being drawn. Thus, the
categorisation of activity as Remuneration or Disbursement is significant.

14.10.1 What is a Disbursement?

The Practitioner needs to determine whether the claim for payment is in the nature of a
Disbursement, or whether it represents Remuneration. Disbursements are:

* costs paid from the Administration’s bank account directly to third parties; or

» costs paid to third parties by the Practitioner and later claimed back from the Administration;
or

» costs claimed by the Practitioner for non-professional services provided by the Firm and/or
outlays incurred by their staff in the proper conduct of the Administration.

A Practitioner should separate Disbursements from the expenses of running their practice which
may only be recovered through Remuneration (for example, in the case of time based
remuneration by factoring overheads into the hourly charge-out rate and in fixed fees, by factoring
overheads into the fixed fee calculation).
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Table 2: Dishursement types

ARITA

(a) for professional services {non-
insolvency services| relating to specific
tasks required to be done during the
Administration; and

[b] are properly incurred by independent
ouiside consultants engaged by, and
not associated with, the Practitioner
and their Firm.

reai estate agents,

« independent tax
advisors or
accountants.

Disbursement | Criteria Examples Ratianale

type

Professional

External These are fees that satisfy both the ¢ independent lawyers, | Thisis a

advice, non- following criteria. They are: e auctioneers. valuers | Disbursement
insolvency . " | because it involves

the Practitioner
retaining an external
advisor for work to be
done in the
Administration, at an
agreed fee or rate.
These expenses are
claimed from the
Administration at
cost,

Non-profession

al

External

These are costs that satisfy all the following
criteria. They are:

{al not for professional services; and

(bl incurred with a third party in refation to
work required to be done during the
Administration.

e administration
advertising,

s travel and
accommodation for
staff,

* room hire,
o document storage,

» photocopying and
printing,

» external word
processing and
secretarial services,

These are typical
Disbursements
because they involve
an outlay in relation to
the Administration.
These expenses are
claimed from the
Administration at

cost,

Internal

These are costs that satisfy all the following
criteria:

(a) they are not for professional services;’

(b} they are for goods or services properly
provided by the Practitioner or their
staff in the Administration; and

(c] they are not overheads covered in the
Remuneration claim.

Reasonable costs of:

e telephone calls,
* postage,
 stationery,

s photocopying and
printing,

« data rooem hosting.

These are also typical
Disbursements,
except they are
incurred internally by
the Firm. These
expenses, if charged
to the Administration,
would generally be
charged at cost;
though some
expenses such as
telephone calls,
photocopying and
printing may be
charged at a rate
which recoups both
variable and fixed
costs.
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14.10.2 What are not Disbursements?

Given the significance of a claim for payment by a Practitioner being classified as a Disbursement,
it is useful to list what are not Disbursements:

A, Overheads

An overhead is not a Disbursement. It is a cost that can only be charged for and recovered across
all the administrations handled by the Practitioner’s Firm.

In contrast, an out of pocket expense is an expense actually incurred in respect of that
Administration. It can be claimed as a Disbursement. The Practitioner must be able te show how
the expense:

s is uniquely and directly attributable to the Administration; and
s was calculated and allocated to the Administration.

B. Internal non-insolvency professional costs

A Practitioner may engage internal non-insolvency related professional services only after proper
commercial consideration to that decision has been given that such an engagement is in the
interests of creditors and the efficient conduct of the Administration. This includes non-insolvency
professional services provided by another practice within a federated practice structure or
associated practice.

The point to consider is whether the benefit of the engagement fee will be received by the
Practitioner, the Practitioner’s Firm or an entity related to the Practitioner or perceived to be
related to the Practitioner.

These itemns are Remuneration and must be disclosed and approved in the same manner as
insolvency services [refer to Remuneration Report template for further guidance).

c. External insolvency professional costs

If a Practitioner outsources insolvency tasks, the fees charged to the Practitioner may only be
claimed as Remuneration, notwithstanding that the fees may be payable before the claim for
Remuneration can be made. The necessary and properly performed test applies.

It is not always clear whether the out-sourced work is better categorised as insolvency work
(which is claimed as Remuneration), or general non-insolvency work [which is classified as a
Disbursement).
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Factors to be taken into account when making this assessment include:

¢ was the contractor an insolvency firm?
» was there a regular resource sharing/provision arrangement?
* would the Practitioner have done the work if there had been sufficient resources?

Where the task involves standard expertise and skills of an insolvency practitioner, the outseurced
costs will be a Remuneration claim 6f the Practitioner. Where the task involves more general or
particular skills that are not insolvency specific, then the outsourcing costs will be a
Disbursement.

When a Practitioner makes a decision that an expense of this nature is a Disbursement rather than
Remuneration, the invoices received for the services shoutd detail the work performed and it
should be clear from the description that the services were not insolvency services.

0. Late {odgement fees

Any late fee or penalty imposed by a court, Regutator or agency for late lodgement or other default
should be borne by the Practitioner.

Late lodgement fees imposed by ASIC or AFSA must not be charged to the Administration.
E. Unreasonable Travel Costs

Travel should be bought on the best commercial terms and the style of travel and accommodation
should be appropriate for the trip being undertaken.

Care should be taken in claiming the costs of travel by the Practitioner between offices of his or
her firm for the purposes of a particular Administration.

Where there are geographically spread locations for a particular Administration, consideration
should be given to the retention of local staff or agents to carry out tasks which are appropriate
and capable of delegation, in order to minimise the costs to the Administration. However, it may
well be appropriate for the Practitioner and/or his or her staff to attend at these locations and
incur the relevant travel costs.
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Every Firm should have a policy on travel {including time charged and Disbursements}, which
should be made available to creditors on request. This policy can be Administration specific or a
general policy.

F. Pre-appointment expenses

Any expenses incurred prior to the Appointment must not be claimed from the Administration as a
Disbursement. Practitioners are only entitled to claim Dishursements incurred after their
Appointment.

14.10.3 Necessarily and properly incurred
A. Professional Disbursements

A Practitioner may engage external professional services [refer to the table at section 14.10.1) as
Disbursements without creditor approval, but only after exercising proper commercial
consideration.

The Practitioner should consider issues of:

expertise;

quality;

timeliness; and

reasonable and appropriate cost.

Practitioners must assess each engagement of a professional service provider in terms of the
interests of creditors and their fiduciary responsibilities.

Unless the Disbursement is insignificant, the Practitioner should document the decision making
process identifying why the work was necessary and why the particular firm or professional was
engaged. While the approval of creditors is not required, creditors are entitled to be informed of
and to understand the decision process if the issue is raised.

Before authorising payment of Disbursements, the Practitioner must ensure that:

¢ the task has been properly performed; and
¢ the quantum of the professional service fee is as agreed or is reasonable.
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B. Non-professional Disbursements

A Practitioner may incur non-professional Disbursements, both internal and external, [refer to the
table at section 14.10.1) without creditor approval, but only after exercising proper commercial
consideration. While the approval of creditors is not required, creditors are entitled to be informed
of and to understand the decision process if the issue is raised.

For internal Disbursements:

the recovery basis must be set on commercial terms;
creditors must be advised as part of the initial advice to creditors on Remuneration (refer
15.3.2 and 23.2.1), details of the basis of charging for these types of Disbursements; and

* details of actual internal Disbursements paid (eq. quantity and total cost) must be reported to
creditors in each Remuneration report [refer 15.3.2 and 23.2.2).

The Practitioner should consider the reasonableness and appropriateness of the cost of the naon-
professional Disbursement before authorising the Disbursement. This is equally applicable to
internally provided and externally provided non-professional Disbursements.

Practitioners must assess each Disbursement for an Administration in terms of the interests of
creditors and their fiduciary responsibilities.

Before authorising payment of Disbursements, the Practitioner must ensure that:

¢ the benefit has been provided to the Administration; and
s the quantum of the fee is as agreed or is reasonable.
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15 Meaningful disclosure in Remuneration
claims |

Principle 11: A claim by a Practitioner for Remuneration must
provide sufficient, meaningful, open and clear disclosure to the
Approving body so as to allow that body to make an informed
decision as to whether the proposed Remuneration is reasonable.

A Remuneration claim requires information to be conveyed to the Approving body [creditors,
committee of creditors, committee of inspection, or the court). That information encompasses a
number of elements;

a system of recording that information (refer section 15.1];

a basis for calculating Remuneration [refer section 15.2);

sufficient detail to justify the amount of Remuneration (refer section 15.3); and
relevant timing of the information being provided (refer section 15.3).

15.1  Recording of Work Done

Regardless of the Remuneration method to be applied, the Practitioner must maintain a proper
record of work that was done on an Administration in order to:

o claim Remuneration; and
* report to creditors on the progress of the Administration.

The Practitioner should maintain a system that requires staff to record:

the period of time spent;

the categories of the work performed (see Remuneration Report Template);
details of the work being performed; and

contemporaneously at the time the work is done in order to maximise accuracy.

Time recording provides good practice management information, even though time data will not be
required for reporting to creditors in claims for fixed fee or percentage based Remuneration.

ARITA’s Remuneration Report Template provides a description of some cammon work categories
that should be used [refer section 23.2.2).

15.2 Bases of calculation

There are several bases by which Remuneration can be calculated refer sections 15.2.1, 15.2.2,
15.2.3, 15.2.4 and 15.2.5). ARITA has no preference as to the method of calculating fees.
Practitioners must be transparent and fully explain to creditors the main bases by which
Remuneration can be calculated, the method proposed to be used in the Administration and the
reasons for selecting that particular basis (refer to section 15.3.2).

The terms of that Remuneration are a matter for the Approving Body, upon full disclosure of the
arrangement being explained to them by the Practitioner.
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15.2.1 Time based charging

Time based is a common form of charging. Practitioners calculate Remuneration by reference to
the hourly or time unit rate which is applied to the time spent on necessary work properly
performed.

A Practitioner should ensure that regular reviews of the WIP on an Administration are performed
to ensure that only time spent on necessary work, properly performed is retained on the WIP. Such
a review must be performed prior to issuing any Remuneration requests for approval.

15.2.2  Prospective Fee Approval

A Practitioner may seek approval from creditors for time based Remuneration to be determined in
advance of the work to be performed. The approved amount must have a Capfo a nominated limit.

The claim for Remuneration will subsequently be calculated on a time basis for necessary work
properly performed and can be drawn without further approval of creditors up to the Cap.

The hourly rates to be applied may be increased by an agreed formuta where the escalation
factors are objectively and independently determinable. If a Practitioner wants to be able to
increase hourly rates that are charged on an Administration in the future without having to obtain
creditor approval, a specific formula must be included in the resolution for the approval of the
prospective Remuneration [for example, rates are increased annually by the CPl amount). A
reference to changes in rates from time to time {or similar] must not be included in resolutions to
approve prospective fees.

Any increase approved does not apply to the capped total, only to the hourly charge rate.
If a Practitioner wishes to change the capped amount, or the hourly rate scale other than as

agreed, a Practitioner will need to seek Approving body approval {refer section 15.3.2 for reporting
obligations).

15.2.3 Fixed fee

A Practitioner may claim Remuneration based on a quoted fixed amount with creditor approval. A
fixed fee arrangement provides certainty to creditors about how much the Remuneration claim will
be. The risk of excessive time spent is transferred to the Practitioner.

Once a fee is fixed for an agreed task, set of tasks or the conduct of the Administration, it remains
fixed and a Practitioner must not seek further approval if the original estimate is wrong.
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15.2.4 Percentage

A Practitioner may claim Remuneration based on a percentage of a particular factor, usually
assets disclosed, or assets realised.

15.2.5 Success or Contingency Fees

A Practitioner must not seek Remuneration on the basis that they will receive a specified bonus,
success fee, super-profit or additional percentage as Remuneration, in the event that a specified
contingent future event occurs or particular circumstances arise, if that arrangement would place
the Practitioner in a position of conflict, or generate a perception of a lack of independence.

This is based on the principles that:

» no additional incentive should be required or offered in order to have the Practitioner perform
duties that are required; :

+ the independence and objectivity of the Practitioner, even if only as perceived, may be
compromised by such an arrangement; and

¢ the arrangement must not be inconsistent with the fiduciary obligations of a Practitioner.

When considering whether a proposed fee arrangement is acceptable, the Practitioner must
consider whether the arrangement could be perceived as the Practitioner acting in his or her own
interests rather than the interests of the creditors. '

if a Practitioner is intending to use this type of fee arrangement, full disclosure of the terms of the
proposed arrangement must be made to creditors and the consent of the creditors obtained prior
to work commencing under a proposed contingent fee arrangement.

If an arrangement is in breach of this Code, the arrangement will still constitute a breach even if
creditors have approved the arrangement.

When considering whether a contingent fee arrangement might be a suitable fee arrangement in a
particutar Administration, the Practitioner should consider:

any restrictions that may apply under the relevant legislation;

funds available in the Administration;

funding from alternate sources such as creditors or a litigation funder;

costs of the alternate source of funds compared to a contingent fee arrangement;

risk associated with the tasks to be undertaken for the contingent fee; and

the appropriateness of the possible contingent fee amount considering the nature of the
Administration and the risk associated with the task to be undertaken.
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Information to be disclosed and when

Information on the particular basis of Remuneration claimed should be provided to creditors at
two main points of time in an Administration. ‘

e First, soon after the appaintment, in order te advise creditors of the available bases by which
Remuneration can be calculated and the proposed basis upon which Remuneration will be
ctaimed for the Administration. This will generally be with the notice of first meeting of
creditors in a voluntary administration or a creditors’ voluntary liquidation, or a Part X
agreement; or by including it in the first circular sent to creditors in other Administrations,

This is the equivalent of an Initial Remuneration Notice (IRN} in relation to a personal

Administration.

* Second, before any meeting is held at which approval for the Remuneration is to be sought.
The information should be sent to creditors in the normal course with any reports and other
documents required for the conduct of that meeting in the time frames required by the

legislation,

This is the equivalent of an Remuneration Approval Notice [RAN) in relation to a parsonal

Administration.

The table below summarises the timing of the provision of information for each Remuneration

basis.

= o e
Advice on the basis chosen. Estimate of
fees and comparison to pre-
appointment estimate, if one provided.

i - el
Report on work undertaken and reguest
approval of quantum, Comparison to
initial estimate of fees provided to
creditors.

Prospective Fee

Advice on the basis chosen. Request for

Report on work undertaken and request

[time based) approval for time based charging to a further approvals.
capped amount.
Fixed fee Advice on the basis chosen. Report on achievement of milestones for
Request for approval of the quantum. the drawing of Remuneration.
Percentage Advice on the basis chosen Report on the factors underlying the

Request for approval of the percentage

entitlement to claim the Remuneration.

Contingency

Advice on the basis chosen
Reguest for approval of the
arrangement.

Report on the achievernent of the
contingency event or otherwise,

Note: _
Mixed Fee Arrangements:

There will be circumstances where a Practitioner will seek approval for a different
basis of Remuneration for a particular aspect of an appointment or finalisation of the appointment; the
appropriate information [refer section 15.3.2) will need to be provided at the time of seeking the creditors’
approval of that arrangement.

The Remuneration reporting requirements do not apply to Controllers. A Controlter should report

to their appointor in the manner requested by their appointor. The guidance in this section of the
Code may still be of assistance to Controtlers when preparing their Remuneration reports.
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15.3.1 Court requirements

In addition, where an application is made to a court for an order that a company be wound up or for
an official liquidator to be appointed as a provisional liquidator of a company, regard must be had
to any additional requirements of the courts. For example, with the Consent to Act, Practitioners
may be required to disclose their hourly rates. The same applies in relation to Part X agreements
under the Bankruptcy Act.
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15.4  Sources of Funding

15.4.1 Department of Employment payments
A, Corporate Administrations

Funding received from the Department of Employment [DE] to facilitate a FEG or GEERS
distribution by Appointees may be a limited or partial funding agreement. As such, where higher
fees are incurred than the amount agreed with DE there is no restriction in the administration
being charged for the shortfall on the basis that all Remuneration claimed is necessary and
properly incurred in accordance with ARITA's Code.

While the money received from DE is not subject to creditor approval and can be paid directly to
the practitioner, any shortfall must be appropriately approved in accordance with the relevant
legislation prior to drawing. In seeking creditor approval for any shortfall, Practitioners must
provide separate disclosure of the total time charged, DE receipt(s) and any shortfall amount in
the Remuneration report.

Practitioners must ensure that they do not “double dip” in relation to FEG or GEERS Remuneration
and that the amount received from DE is allocated to the Administration. To facilitate this,
Practitioners must ensure that any work undertaken in relation FEG or GEERS distributions is
appropriately identified in their time recording system, including an adjustment for any direct
payments from DE. :

B. Personal insolvency Administrations

Practitioners must have regard to guidance issued by AFSA in respect of the requirements for
approval of funding received from DE or any shortfall.

15.4.2  Assetless Administration funding

Funding received from ASIC under the Assetless Administration Fund may be a limited or partial
funding agreement. As such, if higher fees are incurred than the amount agreed with ASIC there is
no restriction in the administration being charged for the shortfall on the basis that all
Remuneration claimed is necessary and properly incurred in accordance with ARITA’s Code.

Some funding received from ASIC from the assetless administration fund requires creditor
approval prior to drawing and some types of funding can be paid directly to the practitioner without
creditor approval. Practitioners should refer to RG 109 for ASIC guidance on when approval is
required for assetless administration funding.

If approval is not required, any shortfall must be appropriately approved in accordance with the
Corporations Act prior to drawing. In seeking creditor approval for any shortfall, Practitioners
must provide separate disclosure of the total time charged, ASIC receipt{s) and any shortfail
amount in the Remuneration report.

Practitioners must ensure that they do not “double dip” in relation to this Remuneration and that
the amount received from ASIC is allocated to the Administration. To facilitate this Practitioners
must ensure that any work undertaken for ASIC in relation the Assetless Administration Fund is
appropriately identified in their time recording system, including an adjustment for any direct
payments from ASIC.
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15.4.3 Litigation funding
Remuneration from [itigation funding from any source, must be:

¢ paid into and drawn from the Administration bank account: and
* disclosed and approved in accordance with the requirements detaited at chapters 14 and 15,

15.4.4 Creditor funding

Remuneration from funding by creditors provided for any purpose, must be:

* paid into and drawn from the Administration bank account; and
» disclosed and approved in-accordance with the requirements detailed at chapters 14 and 15.

15.4.5 Secured creditor funding

Where secured assets are realised in the course of an Administration, except for Appointments as
a Controtler, any Remuneration in relation to the realisations, including funds withheld from
realisations or payments made directly by the Secured creditor, must be:

» paid into and drawn from the Administration bank account; and
* disclosed and approved in accordance with the requirements detailed at chapters 14 and 15.

15.4.6 Indemnities and up-front payments

Remuneration drawn from an indemnity or an up-front payment provided for any purpose, must be
disclosed and approved in accordance with the requirements detailed at chapters 14 and 15.

15.5  General guidance on reporting

The provision to creditors of voluminous detailed information is not a substitute for a clear and
concise report. It is the relevance, quality and focus of the information rather than the quantity and
detail that is important. Creditors and even committees are not necessarily conversant with
insolvency issues and processes, nor do they have the capacity or time to understand WIP records.
Creditors have the right to ask questions and have them answered and to inspect supporting
documentation if requested.

The information provided to creditors must be:

» Sufficient - be in encugh detail for the purposes for which it is prepared and in the context of
the work done in the Administration;

¢ Meaningful - be presented in a way that allows creditors to understand what was done and why
it was done;

» Clear - use non-technical terms so that what is being claimed is readily understandable;

*  Relevant - limited to what is needed; and

+ Concise.

A Practitioner should:

* provide information that is specific to the Administration, rather than generic;
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* tryand ensure that the level of information is proportionate to the size and complexity of the
Administration;

* try to assist committee members or creditors by highlighting the key components of the
Remuneration claim and any areas that committee members or creditors are likely to view as
contentious; and

» provide a summary of relevant information.

Questions from creditors should be anticipated and not discouraged.

Additional information should be provided if requested.

15.6 At the meeting

At a meeting at which a request for approvat of Remuneration is being considered, a Practitioner
must:

* table the information provided to creditors/the committee in support of the Remuneration
request; and

* ask creditors whether there are any questions before putting the resolutions for approval of
Remuneration to the meeting.

Itis not acceptable to wait until the meeting to provide the required information to creditors.
Additional information provided at the meeting should be limited to:

‘e responding to creditors’ questions; or
» clarifying information that has already been provided.

Introducing new information at the meeting disadvantages creditors who did not attend the
meeting, or who provided proxies for the meeting based on the information provided prior to the
meeting.

Refer to Chapter 24 for further information about meeting requirements.

15.7  Changing basis of Remuneration

The basis for claiming Remuneration may be changed with creditor consent, however changing the
basis to time based is only possible if proper records have been kept of time and activity. Note the
restriction on fixed fees in section 15.2.3.
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16  Approval before drawing Remuneration

Principle 12: A Practitioner is only entitled to draw Remuneration
once it is approved and according to the terms of the approval.

16.1 Drawing of Remuneration

A Practitioner is only entitled to draw Remuneration once it is approved, subject to the terms of
the approval.

Evidence of the approval must be recorded and maintained on the file. In the case of a resolution
of a meeting of creditors, or of the committee, the minutes must be prepared and lodged where
required (for example, with ASIC for corporate Administrations). In the case of court-approved
Remuneration, the court order must be obtained.

If a Practitioner draws Remuneration in accordance with the default provisions under the
- Corporations Act or Bankruptcy Act, this must be clearly documented on the Administration file.

If fees have been approved prospectively, in terms that allow them to be drawn at nominated
hourly rates, the Practitioner must only draw the Remuneration progressively, on completion of
the work, unless it is the final Remuneration account for the finalisation of the Administration.

In respect of percentage-based Remuneration, it is acceptable for the Practitioner to draw his or
her Remuneration from each nominated reatisation, provided that there are sufficient funds
available to meet higher-ranking priority debts. '

In respect of a contingency arrangement, fees may be drawn on the basis approved by creditors.
Any conditions imposed by creditors when approving a contingency arrangement, {for example,
independent assessment of the achievernent of a result) must be satisfied before Remuneration is
drawn. ‘

In respect of fixed fees, the terms approved by creditors should be that the fixed amount may be
drawn only at the conclusion of the Administration; or in specified amounts at nominated
mitestones in the Administration. Practitioners must not draw fixed fee Remuneration ‘up-front’.

16.2 Monies received in advance

If a Practitioner is provided with money in advance for the costs of conducting a formal insolvency
Administration, the Practitioner is not entitled to apply those monies against their Remuneration
untit their Remuneration is approved by the Approving body. For details of when it is acceptable to
receive monies in advance refer to section 6.14.

16.3  Remuneration drawn inappropriately

If a Practitioner becomes aware that fees have been improperly taken, because, for exa mple, the
correct process has not been followed, the Practitioner must immediately repay the amountin
guestion into the Administration account.
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Remuneration may then only be redrawn on approval being obtained and an explanation as to why
the fees were improperly taken must be provided to creditors at that time.

Fees and expenses incurred in rectifying inappropriately drawn fees must be borne by the
Practitioner.
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