First Applicant:

SUPREME COURT OF QUEENSLAND

REGISTRY Brisbane
NUMBER: BS3508/2015

STMENT MANAGEMENT LIMITED (IN LIQUIDATION)

LIMITED

461 THE
RESPONSIBLE ENTITY OF THE LM FIRST MORTGAGE INCOME FUND ARSN 089 343
288

AND

Second Applicant: IM INVESTMENT
MANAGER APPOINTED)
FIRST MORTGAGE INCOME FUND ARSN 089 343 288
AND

First Respondent: DAVID WHYTE AS THE PERSON APPOINTED TO SUPERVISE THE WINDING UP OF THE
LM FIRST INCOME FUND ARSN 089 343 288 PURSUANT TO SECTION
601NF OF THE CORPORATIONS ACT 2001
AND

Second Respondent: SAID JAHANI IN HIS CAPACITY AS RECEIVER AND MANAGER OF THE ASSETS,
UNDERTAKINGS, RIGHTS AND INTERESTS OF LM INVESTMENT MANAGEMENT
LIMITED (IN LIQUIDATION) (RECEIVERS AND MANAGERS APPOINTED) ACN 077 208
461 AS THE RESPONSIBLE ENTITY OF THE LM CURRENCY PROTECTED AUSTRALIAN
INCOME FUND ARSN 110247875 AND THE LM INSTITUTIONAL CURRENCY
PROTECTED AUSTRALIAN INCOME FUND ARSN 122 052 868

INDEX OF EXHIBITS
Volume 1 of 3

No. Index to “DW-130” Date Page No.

VOLUME 1

1 Orders of Dalton ] dated 21 August Various 1-13

Orders of Jackson ] made on 17 December 2015 and 18 July 2018
in proceeding 3508/15

2 st Mortgage Income Fund 10.04.2008; 14-77

CERTIFICATE OF EXHIBIT: TUCKER & COWEN

Form 47, R.435 Solicitors

Level 15, 15 Adelaide Street
Brisbane, Qld, 4000
Filed on behalf of the First Respondent Tel: (07) 300 300 00

Fax: (07) 300 300 33



and variations thereto 16.05.2012;
26.10.2012
3. Product Disclosure Statement of FMIF and supplementary 10.04.2008; 78-160
Product Disclosure Statements 30.10.2009;
3.3.2000;
28.11.2008
4, Custody Agreement between LMIM and PTAL, together with the 4.02.1999 161 —197
following relevant amendments:
(a) Amendment to agreement by letter 14.06.1999 | 198 —200
(b) Amending Deed 1.09.2004 201 — 206

WTCSVREXCH\Data\RadixDM\Documents\LMMatter\1701664\01641882.docx



SUPREME COURT OF QUEENSLAND

REGISTRY: Brisbane
NUMBER: BS3508/2015

IN THE MATTER OF LM INVESTMENT MANAGEMENT LIMITED (IN LIQUIDATION)

RS APPOINTED)
08 461

First Applicant:

Second Applicant:
AND

First Respondent: DAVID WHYTE AS THE PERSON APPOINTED TO SUPERVISE THE WINDING UP OF THE
IM FIRST INCOME FUND ARSN 089 343 288 PURSUANT TO SECTION
601NF OF THE CORPORATIONS ACT 2001
AND

Second Respondent: SAID JAHANI IN HIS CAPACITY AS RECEIVER AND MANAGER OF THE ASSETS,
UNDERTAKINGS, RIGHTS AND INTERESTS OF LM INVESTMENT MANAGEMENT
LIMITED (IN LIQUIDATION) (RECEIVERS AND MANAGERS APPOINTED) ACN 077 208
461 AS THE RESPONSIBLE ENTITY OF THE LM CURRENCY PROTECTED AUSTRALIAN
INCOME FUND ARSN 110247875 AND THE LM INSTITUTIONAL CURRENCY
PROTECTED AUSTRALIAN INCOME FUND ARSN 122 052 868

CERTIFICATE OF EXHIBIT
VOLUME 1 OF 3
. o s | th

Exhibit “DW-130" (pages 1 to 206) to the Affidavit of DAVID WHYTE sworn this 8 day of February

2019

Deponent

CERTIFICATE OF EXHIBIT: TUCKER & COWEN

Form 47, R 435 Solicitors

Level 15, 15 Adelaide Street
Brisbane, Qld, 4000
Filed on behalf of the First Respondent Tel: (07) 300300 00

Fax: (07) 300 300 33



"DW-130"

SUPREME COURT OF QUEENSLAND

icants:
RICIA BRUCE

First Respondent:
CAPACITY
MORTGAGE

nd Respondent;

REGISTRY: Brisbane
NUMBER: 3383/13

RAYMOND EDWARD BRUCE AND VICKI

AND

LM INVESTMENT MANAGEMENT LIMITED
(IN LIQUIDATION) ACN 077 208 461 IN ITS

AS RESPONSIBLE ENTITY OF THE LM FIRST
INCOME FUND

AND

THE MEMBERS OF THE LM FIRST

TeAG INCOME FUND ARSN 089 343 288
AND
Third Respondent: ROGER SHOTTON
AND
gé)el{nvne;l?seEION AUSTRALIAN SECURITIES & INVESTMENTS
ORDER
Before: Justice Dalton
Date: 21 August, 2013

Initiating document: Application filed 29 April, 2013 by Roger Shotton and
Application filed 3 May 2013 by Australian Securities
and Investments Commission (“Applications”).

THE ORDER OF THE COURT IS THAT:

1. Pursuant to section 601ND(1)(a) of the Corporations Act 2001 (Cth)
(“the Act”) LM Investment Management Limited (Administrators

R.661

TUCKER & COWEN
Solicitors

Level 15
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on behalf of the Third Respondent Fax: (07) 300 300 33



Pursuant to section 601NF(1) of the Act, David Whyte (“Mr Whyte”),
Partner of BDO Australia Limited (“BDO”), is appointed to take
responsibility for ensuring that the FMIF is wound up in accordance
with its constitution (“the Appointment”).

Pursuant to section 601NF(2), that Mr Whyte:-

(@) have access to the books and records of LMIM which concern
the FMIF;

(b)  be indemnified out of the assets of the FMIF in respect of any
proper expenses incurred in carrying out the Appointment;

(c)  be entitled to claim remuneration in respect of the time spent by
him and by employees of BDO who perform work in carrying
out the Appointment at rates and in the sums from time to time
approved by the Court and indemnified out of the assets of the
FMIF in respect of such remuneration.

Nothing in this Order prejudices the rights of:

(@ Deutsche Bank AG pursuant to any securities it holds over
LMIM or the FMIF; or

(b)  the receivers and managers appointed by Deutsche Bank AG,
Joseph David Hayes and Anthony Norman Connelly.

Pursuant to sections 601NF (2) of the Act, Mr Whyte is appointed as
the receiver of the property of the FMIF.

Pursuant to sections 801NF (2) of the Act, Mr Whyte have, in relation
to the property for which he is appointed receiver pursuant to
paragraph 5 above, the powers set out in section 420 of the Act.

Without derogating in any way from in any way from the Appointment
or the Receiver's powers pursuant to these Orders, Mr Whyte is
authorised to:

(a) Il steps necessary to realis of property of
held by LM | Man ent Limited
(Administrators Appointed) ACN 077 208 461 as Responsible
Entity of the FMIF by exercising any legal right of LM
Investment Management Limited (Administrators Appointed)
ACN 077 208 461 as Responsible Entity of the FMIF in relation

to the property, including but not limited to:



10.
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(i) providing instructions to solicitors, valuers, estate agents
or other consultants as are necessary to negotiate
and/or finalise the sale of the property;

(ii) providing a response as appropriate to matters raised by
receivers of property of LMIM as Responsible Entity of
the FMIF to which receivers have been appointed;

(i)  dealing ny creditors with security over rty
of the including in order to obtain of
security as is necessary to ensure the completion of the
sale of property;

(iv)  appointing receivers, entering into possession as
mortgagee or exercising any power of sale; and

(v)  executing contracts, transfers, releases, or any such
other documents as are required to carry out any of the
above; and

(b)  bring, defend or maintain any proceedings on behalf of FMIF in

the name of LM Investment Management Limited

inistrators Appointed) ACN 077 461 as is ssary

e winding up of the FMIF in acc nce with cl 16 of

its constitution, including the execution of any documents as

required and providing instructions to solicitors in respect of all

m rs in relation to the conduct of such proceedings

in ing, if appropriate, instructions in relation to the
settlement of those actions.

The First Respondent must, within 2 business days of the date of this
Order:

(a) an email to all known email addre held by the
ondent for Members of the FMIF n ng of Mr Wh
appointment, and a copy of this Order; and

(b)  make a copy of this order available, in PDF form, on:

(i) its website , together with a link to
the www.bdo.com.au website;

(i) its website administration.com,
together with a link to the www.bdo.com.au website.

The costs of the Third Respondent, Roger Shotton, of and incidental
to the Applications, including reserved costs, shall be assessed on the
indemnity basis, and shall be paid from the FMIF.

All other questions of costs of or incidental to the Applications and the
Application filed 15 April 2013 by Raymond and Vicki Bruce are
adjourned to a date to be fixed by the Court.



IT IS DIRECTED THAT:

11.  Any wi d that the First R nt is not led
to in ity in relation to the ons shal an
application to be heard and determined at the same time as the other
issues as to costs.

12

Signed: WL



GTAQ

SUPREME COURT OF QUEENSLAND

REGISTRY: Brisbane
NUMBER: 3508 of 2015

IN THE MATTER OF LM INVESTMENT MANAGEMENT LIMITED N
LIQUIDATION)(RECEIVERS APPOINTED) ACN 077 208 461

First Applicants JOHN RICHARD PARK AND GINETTE DAWN MULLER
AS LIQUIDATORS OF LM INVESTMENT MANAGEMENT
LIMITED (IN LIQUIDATION) (RECEIVERS APPOINTED)
ACN 077208 461 THE RESPONSIBLE ENTITY OF THE
LM FIRST MORTGAGE INCOME FUND ARSN 089 343 288

AND
Second Applicant: LM INVESTMENT MANAGEMENT LIMITED (IN
LIQUIDATION) (RECEIVERS APPOINTED)

ACN 077208 461 THE RESPONSIBLE ENTITY OF THE
LM FIRST MORTGAGE INCOME FUND ARSN 089 343 288

AND

Respondent: DAVID WHYTE AS THE PERSON APPOINTED TO
SUPERVISE THE WINDING UP OF THE LM FIRST
MORTGAGE INCOME FUND ARSN 089 343 288
PURSUANT TO SECTION 601NF OF THE

CORPORATIONS ACT 2001
ORDER
Before: Jackson J
Date: 17 December 2015
Initiating document: Originating Application filed 8 April 2015; Amended

Originating Application filed 20 July, 2015; Further
Amended Originating Application filed 16 December,
2015

THE ORDER OF THE COURT IS THAT:-

In respect of the 60 members of the LM First Mortgage Income Fund ARSN 089
343 288 (“FMIF”) to whom reference is made in paragraph 26 of the Affidavit of
Murray Daniel sworn on 17 July 2015 and filed on 20 July 2015, the notice sent to
those members in the manner described in paragraphs 27 to 30 of the Affidavit of
Mr Daniel is taken to be sufficient notice for the purposes of Order 4(ii) of the Order
of this Court made on 7 May 2015.

ORDER 10 + Ovieqy Sehve o
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2 Subject to the matters expressly set out in this Order, nothing in this Order derogates
from the powers and rights conferred upon David Whyte (“Mr Whyte”) by Order of
this Court dated 21 August 2013 in proceeding BS3383 of 2013 (the “existing
Order”) as the person appointed:

(a) to take responsibility for ensuring that the FMIF is wound up in accordance
with its constitution (“the Appointment”); and

(b) as the receiver of the property of the FMIF

3. Pursuant to section 601NF(2) of the Corporations Act 2001 (“the Act”) Mr Whyte is
empowered to determine, in accordance with paragraphs 4 to 10 herein, whether,
and if so to what extent, the Second Applicant (“LMIM”) is entitled to be
indemnified from the property of the FMIF in respect of any expense or liability of,
or claim against, LMIM in acting as Responsible Entity of the FMIF.

4, The First Applicants (“the Liquidators”) are directed to:-

(a) ascertain the debts payable by, and the claims against, LMIM in accordance
with the Act;

(b) adjudicate upon those debts and claims in accordance with the provisions of
the Act;

(c) identify whether LMIM has a claim for indemnity from the property of the
FMIF in respect of any, or any part of any, debt payable by or claim against
LMIM which is admitted by the Liquidators in the winding up of LMIM
(each such claim for indemnity referred to below as a “Creditor Indemnity
Claim”);

(d) identify whether LMIM has (at the date of this Order and from time to time)
a claim for indemnity from the property of the FMIF in respect of any, or
any part of any, expense or liability incurred by John Richard Park and
Ginette Dawn Muller in acting as administrators or liquidators of LMIM
(whether incurred in their own name or in the name of LMIM) insofar as the
expense or liability was or is incurred in connection with LMIM acting as
Responsible Entity for the FMIF (each such claim for indemnity referred to
below as an “Administration Indemnity Claim”); and

(e) identify whether LMIM has a claim for indemnity from the property of the
FMIF in respect of any, or any part of any, other expense or liability
incurred and paid by LMIM in its capacity as Responsible Entity for the
FMIF or by John Richard Park and Ginette Dawn Muller in acting as
administrators or liquidators of LMIM (whether incurred in their own name
or in the name of LMIM) insofar as the expense or liability was or is
incurred in connection with LMIM acting as Responsible Entity for the
FMIF (being an expense or liability to which paragraphs 4(c) and 4(d) above
do not apply) (each such claim for indemnity referred to below as a
“Recoupment Indemnity Claim™).

C:AUsers\leviam\AppData\Local\Microsoft Windows\INetCache\Content Outlook\95467FBNOrder (TCS01099785-002) docx
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5. Within sixty days of the date of this Order the Liquidators must notify Mr Whyte in
writing of any Administration Indemnity Claim and any Recoupment Indemnity
Claim identified by the Liquidators as at the date of this Order.

6. Within 14 days after:-

(a) any debt or claim is admitted by the Liquidators in the winding up of LMIM
and, in respect of such debt or claim, a Creditor Indemnity Claim is
identified by the Liquidators;

(b) any Administration Indemnity Claim (being one to which paragraph 5 of
this Order does not apply) is identified by the Liquidators; or

(©) any Recoupment Indemnity Claim (being one to which paragraph 5 of this
Order does not apply) is identified by the Liquidators,

the Liquidators must notify Mr Whyte in writing of such claim.

7. When notifying Mr Whyte of a claim in accordance with paragraphs 5 or 6 of this
Order (each such claim for indemnity referred to below as an “Eligible Claim™), the
Liquidators must:-

(a) Provide Mr Whyte with:-
(i) (if the Eligible Claim is a Creditor Indemnity Claim) a copy of the
relevant proof of debt and supporting documentation relating to the

Eligible Claim; and

(ii) Such other information the Liquidators consider relevant to LMIM’s
claim for indemnity from the property of the FMIF;

(b) Within 14 days of receipt of a request from Mr Whyte pursuant to paragraph
8(a) below for further information in respect of an Eligible Claim, provide
such reasonably requested further information to Mr Whyte.

8. Mr Whyte is directed to:-

(a) Within 14 days of receipt of an Eligible Claim, request any further material
or information he reasonably considers necessary to assess the Eligible
Claim;

(b) Within 30 days of receipt of an Eligible Claim or of the information
requested in accordance with paragraph 8(a) above (whichever is the later):-

6] accept the Eligible Claim as one for which LMIM has a right to be
indemnified from the property of the FMIF; or

(i) reject the Eligible Claim; or

(ii1)  accept part of it and reject part of it;

C:\Users\leviam\AppData\Local\Microsoft\Windows\INetCache\Content, Outlook\9 546 7F BNOrder (TCS01099785-002).docx
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11.

12.

13.
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and give to the Liquidators written notice of his determination; and

() If Mr Whyte rejects an Eligible Claim, whether in whole or in part, provide
the Liquidators with written reasons for his decision when, or within 7 days
after, giving notice of his determination.

Within 28 days of receiving notification from Mr Whyte of the reasons for rejecting,
in whole or in part, any Eligible Claim (“Rejected Claim™), the Liquidators:-

(a) may make an application to this Honourable Court for directions as to
whether or not the Eligible Claim is or is not one for which LMIM has a
right of indemnity out of the scheme property of the FMIF; or

(b) must notify the relevant creditor for any Rejected Claim of:-
(i) Mr Whyte’s decision;
(i) any reasons provided by Mr Whyte for that decision;
(iif)  any material provided pursuant to paragraphs 6, 7 or 8 hereof; and

(iv)  whether they intend to make an application for directions in respect
of the Rejected Claim pursuant to paragraph 9(a) hereof.

Mr Whyte has liberty to apply to the Court for direction in respect of any question
arising in connection with his consideration or payment of an Eligible Claim.

Pursuant to section 601NF(2) of the Act, the parties are directed that for so long as
the Appointment and the appointment of Mr Whyte as receiver of the property of the
FMIF continue, LMIM shall not be responsible for, and is not required to discharge,
the functions, duties and responsibilities set out in clauses 16.7(c), 16.7(f), 16.7(g)
and 18.2 of the constitution of the FMIF.

Pursuant to section 601NF(2) of the Act, Mr Whyte is directed not to make any
distribution to the members of the FMIF, without the authority of a further Order of

the Court.
Pursuant to section 601NF(2) of the Act:-

(a) the Liquidators are directed not to carry out the functions of LMIM pursuant
to clauses 9, 10 and 22 of the constitution of the FMIF;

(b) LMIM is relieved of the obligations imposed by clauses 9, 10 and 22 of the
constitution of the FMIF; and

(c) Mr Whyte is authorised and empowered to exercise the powers of, and is
responsible for the functions of, the Responsible Entity as set out in Clauses
9, 10 and 22 of the constitution of the FMIF.

Ci\Users\leviam\A ppData\lLocalMicrosoftt Windows\INetCache\Content Outlook\95467FBINOrder (TCS01099785-002).docx
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14.

16.

17

18

19
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Pursuant to section 60 1NF(2) of the Act:

(a) Mr Whyte is directed to apply to ASIC to obtain relief from the financial
reporting and audit obligations imposed by Part 2M.3 of the Act and section
601HG of the Act; and

) in the event that the parties are unable to obtain relief from those financial
reporting and audit obligations, then Mr Whyte is directed to provide to
LMIM all reasonably requested information as is necessary to enable LMIM
to comply with the financial reporting obligations imposed on LMIM as
responsible entity of the FMIF under Part 2M.3 of the Act and the
constitution of the FMIF.

Pursuant to section 1322(4)(c) of the Act, Mr Park and Ms Muller are relieved in
whole from any civil liability in respect of a contravention or failure to discharge
LMIM’s financial reporting obligations under Part 2M.3 of the Act for the period
from 19 March 2013 to 31 December 20135.

Nothing in this Order prejudices the rights of:

(a) Deutsche Bank AG pursuant to any securities it holds over LMIM or the
FMIF; or

(b) The receivers and managers appointed by Deutsche Bank AG, Joseph David
Hayes and Anthony Norman Connelly.

The Liquidators are directed to notify any claim for the reasonable costs and
expenses of LMIM of carrying out the work it is required to do by and under this
order as an Administration Indemnity Claim under paragraph 4 and may make such

a claim from time to time.

The Liquidators are entitled to claim reasonable remuneration in respect of the time
spent by them and employees of FTI Consulting who perform work in carrying out
the work they are required to do by and under this order in connection with the
FMIF at rates and in the sums from time to time approved by the Court and to be
indemnified out of the assets of the FMIF in respect of such remuneration.

Service of the Further Amended Originating Application dated 16 December, 2015
(“the Further Application”) under 5.96 of the Trusts Act be effected on the
members of the LM Cash Performance Fund ARSN 087 304 032, the LM Currency
Protected Australian Income Fund ARSN 110 247 875, the LM Institutional
Currency Protected Australian Income Fund ARSN 122 052 868, the LM Australian
Income Fund ARSN 133 497 917 and the LM Australian Structured Products Fund
ARSN 149 875 669 (“Other Funds”) and on the members of the FMIF as follows:-

(a) by the First ~ Applicants uploading  to the website
www.Iminvestmentadministration.com copies of this application, the
statement of facts to be filed, the Notice to Members in the form of Schedule
7 to the Further Application (“the Notice”), any order made as to service
and the substantive affidavits (including all the exhibits) that the First
Applicants intend to rely upon in support of the Further Application;

Ci\Users\leviam\AppData\Local\Microsoft\Windows\INetCache\Content Outlook\95467FBNOrder (TCS01099785-002) docx
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(b)

(©)

(d)

(e)

by the Respondent sending by email to those members of the FMIF for
whom an email address is recorded, the Notice and stating that they may
view all substantive Court documents upon which the First Applicants
intend to rely on the website www.lminvestmentadministration.com;

by the First Applicants sending by email to those members of the Other
Funds for whom an email address is recorded, the Notice and stating that
they may view all substantive Court documents upon which the First
Applicants intend to rely on the website
www.lminvestmentadministration.com;

where the First Applicants receive a response to an email that indicates the
email was not received, or if the First Applicants do not hold an email
address for any member, and the First Applicants have a postal address for
those members, the First Applicants are to post the Notice to the postal
address of those members; and

where the Respondent receives a response to an email that indicates the
email was not received, or if the Respondent does not hold an email address
for any member, and the Respondent has a postal address for those
members, the Respondent is to post the Notice to the postal address of those
members.

20 That service of the Further Amended Originating Application under s.511 of the Act
be effected on the creditors of the Second Applicant as follows:-

(a)

(b)

(©)

by the First Applicants uploading  to the website
www.lminvestmentadministration.com copies of this application, the
statement of facts to be filed, the Notice to Creditors in the form of Schedule
8 to the Further Application (“the Creditors’ Notice”), any order made as to
service and the substantive affidavits (including all the exhibits) that the
First Applicants intend to rely upon in support of the Further Application;

by sending by email to those creditors of the Second Applicant, for whom an
email address is recorded, the Creditors’ Notice and stating that they may
view all substantive Court documents upon which the First Applicants
intend to rely in support of the Further Application on the website
www.lminvestmentadministration.com; and

where the First Applicants receive a response to an email that indicates the
email was not received, or if the First Applicants do not hold an email
address for any creditor, and the First Applicants have a postal address for
those creditors, the First Applicants are to post the Creditors’ Notice to the
postal address of those creditors.

21 That service of the Further Application in accordance with any orders made be
deemed to be effective on each of the members of the FMIF and Other Funds and

the creditors of the Second Applicant.

22 That, where the First Applicants propose to rely on further material in support of the
Further Application, they may serve that material by uploading the material to the
website and sending notice by email or, where the First Applicants do not hold a

C:AUsers\leviam\AppData\Local\Microso®\Windows\[NetCache\Content Qutlook\95467FBI\Order (TCS01099785-002) docx
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valid email address, by post to those members or creditors, with such notice to direct
the members or creditors to the further material which has been uploaded at the
website www.Iminvestmentadministration.com.

23 the F i and Respondent not be required to steps to
the e FMIF, the Other Funds or cred Second

ose sses anent undeli receipts and for

st A the (as the case s) do not have a

24. That the Respondent be at liberty to upload any material served by the Applicants on
the website Imfmif.com.

25, Directions for the hearing of the relief sought by the Further Application as follows:-

(a) by no later than 27 January, 2016, the Applicants are to file any affidavit
material in support of the Further Application;

(b) by no later than 27 January, 2016, the Applicants are to serve, pursuant to
Part 4 of Chapter 4 of the Uniform Civil Procedure Rules 1999 (Qld), this
Further Amended Originating Application and any supporting affidavit
material on which the Applicants intend to rely, on the Respondent;

(c) by no later than 4 February, 2016, any party other than the Respondent who
wishes to appear at the hearing of the Further Application shall file and
serve, at the Applicants’ address for service, a Notice of Appearance in
Form 4;

(d) by no later than 18 February, 2016, the Respondent is to file and serve any
affidavit upon which he intends to rely at the hearing of the Further
Application;

(e) by no later than 18 February, 2016, any party other than the Respondent
who has filed a Notice of Appearance in accordance with sub-paragraph (c)
herein is to file any affidavit upon which it intends to rely at the hearing of

the Further Application.

26. The parties’ costs of and incidental to this application, including the costs reserved
by Orders of this Court on 7 May 2015, be paid out of the assets of the EMIF on the

indemnity basis.
27. Any person affected by these Orders has liberty to apply.

28. The Further Amended Originating Application filed 15 December, 2015 is otherwise
adjourned to 10am on 22 February, 2016.

Signed:
Deputy Registrar

C:\Users\leviam\AppData\Local\Microsoft Windows\INetCache\Content Outlook\95467FBN\Order (TCS01099785-002) docx
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SUPREMmLE 7
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BRISBANG

Applicant:

Second Applicant :

Respondent:

Before:

Date:

Initiating document:

%K

SUPREME COURT OF QUEENSLAND

REGISTRY: BRISBANE
NUMBER: BSBS3508/2015

JOHN RICHARD PARK AND GINETTE DAWN MULLER
AS LIQUIDATOR OF LM INVESTMENT MANAGEMENT
LIMITED (IN LIQUIDATION) (RECEIVERS AND
MANAGERS APPOINTED) ACN 007 208 461 THE
RESPONSIBLE ENTITY OF THE LM FIRST MORTGAGE
INCOME FUND ARSN 089 343 288

AND

LM INVESTMENT MANAGEMENT LIMITED (IN
LIQUIDATION) (RECEIVERS APPOINTED) ACN 077 208
461 THE RESPONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND ARSN 089 343 288

AND

DAVID WHYTE AS THE PERSON APPOINTED TO
SUPERVISE THE WINDING UP OF THE LM FIRST
MORTGAGE INCOME FUND ARSN 089 343 288
PURSUANT TO SECTION 601NF OF THE
CORPORATIONS ACT 2001

ORDER

Jackson J
18 July 2018

Application filed on 13 July 2018.

THE ORDER OF THE COURT IS THAT:

1. The Second Applicant be included as an applicant in respect of this application.

2, Pursuant to section 601NF(2) of the Corporations Act 2001 (Cth) (“the Act”), it is directed

that:

(a) any further claim by the Liquidators for an indemnity and/or payment from the

FMIF for their reasonable costs or expenses of carrying out the work they or

ORDER Russells

Filed on behalf of the Applicants Level 18, 300 Queen Street
Form 59, Version 1 Brisbane QLD 4000
Uniform. Civil Procedure Rules 1999 Tel: (07) 3004 8888

Rule 661 Fax: (07) 3004 8899

| 1

1
|
/

Ref: JTW:20131259
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Signed:

-2

LMIM are required to do by and under the Order of Justice Jackson dated 17
December 2015 (“the December Orders”) in conncction with the FMIF (not
being the subject of a claim already made under the December Orders) be
submitted to the Court for approval under paragraph 3 of this order, and not to

Mr Whyte under paragraph 6 of the December Orders; and

(b) paragraph 17 of the December Orders ceases to have effect on and from the date

of this Order, except as to any claims already notified thereunder.

The Liquidators are entitled to claim their further reasonable costs and expenses of
carrying out the work they or LMIM are required to do by and under the December
Orders in connection with the FMIF, not being the subject of a claim already made under
the December Orders, and to be paid therefore out of the assets of the FMIF, in such

amounts as ate approved by the Court from time to time.

The Liquidators notify Mr Whyte of any application to the Court for approval of:
(a) reasonable remuneration under paragraph 18 of the December Orders; or
(b) costs or expenses under paragraph 2 of this order.

at least 14 days in advance of the hearing of that application.

Pursuant to rule 69(1) of the Uniform Civil Procedure Rules 1999 (Qld), Ginette Dawn
Muller be removed as a party to the proceeding, with effect from 18 July 2018.

The parties’ costs of the application be paid out of the assets of the FMIF on the

indemnity basis.

/’/./-‘.
DEPUTY REGHS!

—

2494047 Draft Order 18 July 2018 FINAL
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Page 2 of 41 Docld: 020938294 Orp No:089 343 288

NN

LM INVESTMENT MANAGEMENT LIMITED
ABN 68 077 208 461

Australian Financlat Services Licensee 220284

AND

THE MEMBERS AS THEY ARE CONSTITUTED
FROM TIME TO TIME OF THE
LM FIRST MORTGAGE INCOME FUND
ARSN 089 343 288

REPLACE ENT
CONSTITUTION

$abb AGF10142548v1 405663516
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DEED made this \O  day of April 2008
BETWEEN: a company duly

incorporated in Queensland having its registered office at Level 4, RSL Centre,
9 Beach Road, Surfers Paradise in the State of Queensfand (the Responsible
Entity hereinafter referred to as the "RE")

AND: All those persons who from time 1o time apply for Units and are accepted as
Unitholders of the Scheme ("the Members")
WHEREAS:
The RE holds a responsible entity's licence from the ASIC.

B. The RE established a pooled mortgage unit trust called the LM Mortgage Income Fund
on 28 September 1899, From 31 May 2007 the LM Mortgage income Fund will be
known as the LM First Mortgage Income Fund.

C. By applying to invest in this Scheme through a PDS a person will become a Member
and be bound by this Constitution.

D Clause 28.1(b) and section 601 GC(1)(b) of the Law aliow lhe RE ta madify or repeal
and replace the Conslitution where the RE reasonably considers the change will not
adversely affect Members' rights. The RE is satisfied the amendments contempiated
by this replacement Constitution will not adversely affect Members' rights.

E Accordingly with effect from the date of this deed poli, the existing constitution of the
Scheme is repealed and replaced with this Constitution.

F This Constitution is made with the intent that the benefits and abligations hereof will
enure not only to the RE but also o the extent provided herein {0 every person who is
or becomes a Member

IT 1S AGREED:

1.

DICTIONARY AND INTERPRETATION

1.1 Dictionary of Terms
In this Constitution;
"Accounting Standards” means the accounting standards and practices
determined under clause 1.3,
"Adviser” means the financial adviser who has offered Unit/s in this Scheme 1o
a Member;
"Applicant” anyone who submits an application for Unitfs in the Scheme in
accordance with the PDS;
"Application” means a request from a Member to the RE to issue Units in a
managed investment scheme pursuant to an Arrangement;
"Application Form" an application in writing for Unit/s in the Scheme attached
tothe PDS.

"Application Money" the amount raceived from an Applicant when fodging the
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Application in respect of the Unit/s applied for in accordance with the PDS:

“Arrangement” means a writlen arrangement between the RE and a Member

that sets out the circumstances in which Applications for ;L_Jnits in registered

schemes aperated by the RE, may be accepled;

"ASIC" the Australian Securities and investments Commission:

"ASIC Instrument" means:

{a) an exemption or madification granted by ASIC in accordance with Part
5C 11 of the Law; or

{b) any other instrument izsued by ASIC under a power conferrad on ASIC
which relates to the RE or the Scheme

"Auditor” means the auditor of the Scheme appointed by the RE under clause

27 1 and shall be qualified 10 acl as a registered scheme auditor pursuant to
the Law;

"Authorised Investments” means

(@) monies deposited (whether secured or unsecured) with a Bank, or any
corporation related 1o a Bank or other corparation or maonies deposited
with any trustee company, fund, bilis of exchange, certificates of
deposit and negastiabie certificates of deposil issued by a Bank or

similar instrument accepted and endorsed by & Bank;

{b) anyinvestments the time being authorised by the laws of the
Commonwealth of Ausiralia or any State or Territory thereof for the
investment of frust funds;

{¢) monies deposited with an authotised short term money markel dealer

as such expression is used in section 85 of the Law:

{d) anyinvestment in or acquisition of cash, stocks, bonds, notes or other
securities or derivatives issued by the Government of Australia, any
other country, any company, corporation, body corporate, association,
firm, mutual fund or unit trust;

(e) anyinvestment in or acquisition of options, entitlements or rights to
any of the securities or derivatives referred to in clause (d) of this
provision;

(fy  real property or interestis in real property whether by acquisition of

units i unit trusts or otherwise:

(g) interests in any registersd manhaged investment scheme {as defined in
the Law) including but not limited to any scheme of which the RE acts
as RE;

jmsf1582bam
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{(h)  making loans to any person or company with ar without interest,

whether secured or unsecured, and for any period whatsoever; and

(i)  the acquisition of foreign currencies, hedging contracts, commodity
contracts of any kind which are quoted on a financial market (as
defined in the Law).

‘Bank” has the meaning given to an ADI in section S of the Banking Act 1859

(Cth) and also includes an AD| constituted by or under a law of the State or

Territory and a foreign AD as that term is defined in seciion 5 of the Banking

Act 1859 (Cth)

"Borrower" any person who applies fo the Scheme 1o bormow Scheme Property

and who is approved by the RE:

"Business Day" any day on which trading Banks are generally open for

business on the Gold Coast, Queensland;

"Class” means a class of Units, being Units which have the same rights.

"Commencement Date" means the date of registration of the Scheme;

"Compilance Committee” the Compliance Committee of the RE.

"Compliance Plan" means the Compliance Plan for the Scheme lodged at the

ASIC on Scheme registration:

“Constitution” this document including any Schedule, Annexure or

Amendments o it and which also means the Unit Trust Deed;

"Custodian” Permanent Trusiee Australis Limited AGN 008 412 913:

"Custody Agreement” an agteement dated the 4th day of February, 1998 and

any further amendments entered into between the Cusiodian and the RE;

"Development Loan" a loan to fund the construction of a building on

mortgaged property which is to be drawn down before completion of the

building;

“Differential Fee Arrangement” means an arrangement pursuant to Class

Order [CO 03/217] which provides an exemption from S601 FC(1)(d) of the Law

in reiation to differential fee arrangements offered to investors investing in the

Fund as a Wholesale Investor, within the meaning of Wholesale Client in

Section 761G of the Corporations Act:

“Distributabie Income" has the meaning given in clause 11.3;

"Distribution Period" is the relevant periad referred to in clause 12 1

"Doltars”, "A$" and "$" mean the lawful currency of the Commonwsalth of

Australia;

“Extraordinary Resolution” means a resolution of which notice has been given

in accordance with this Constitution and the Law and that has been passed by
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at least 50% of the total votes that may be cast by Members entitied to vote on

t ution (in ng Memb  whe 3 p ntin person or by proxy);

" alYear” nsthepe  of 12 $  ngonthe 30" dayof June

in each year during the continuance of this Constitution and includes the period

commencing on the date the trust was established and expiring on the next

succeeding 30" day of June and any period between the 30" day of June last
ri re the tfermina trus the termination of the tfrust;
" the Einancial omp Service Limited:

“GST" means a tax, impost ar duty on goods, services or other things imposed

by any fiscal, national, state, territory or local authority or entity and whether

presently imposed or nove!, together with interest or penalties either before or
after the date of this Constitution:

"Income” means all amounts which are, or woulid be recognised as, income by

the application of the Accounting Standards

"Issue Price" means the price at which a Unit is issued calculated in

accordance with clause 6.

“Investment Term” means the initial fixed investment term selected by the

Member when they invest in the Scheme for a fixed term, and any

subsequent fixed tefm for the investment where the investment is rolled

over for that subsequent term, but does not include any fixed term under a

Savings Plan investment (and the initial fixed investment term and each

subsequent fixad term will each be a separafe Investment Term, and not g

longer combined Investment Term});

"Law" means the Corporations Act 2001 and the Corporations Regulations.

"Lender® means the RE on behalf of the Members lending Scheme Property

through the Scheme:

"Lending Ruies” means the rules detailed in clauses 13.2 and 13.3;

"Liabilities” means at any time the aggregate of the following at that time as

calculated by the RE in accordance with the Accaunting Standards:

(a) Each liability, excluding Unit Holder Liability, of the RE in respect of the
Scheme ar, where appropriate, a proper provision in accordance with the
appiicable Accounting Standards in respect of that liability

(b)  Each other amount payable out of the Scheme, excluding Unit Holider
Liability or, where appropriate, a proper provision in accordance with the
applicable Accounting Standards in respect of that liability.

{c) Other appropriate provisions in accordance with the applicable
Accouniing Standards,

"Liquid Scheme" means a registerad scheme that has liquid assets which

-6 -
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account for at least 80% of the valye of scheme property.

"LMM" means Law Mortgage Managemeni Pty Lid ACN 055 681 426;

"LVR" means loan 1o valuation ratio and is the ratio of the amount of a loan to

the valuation of the property offered as security for a loan in the Scheme;

“Member” in relation to a Unit, means the person registered as the holder of

that Unit (including joint holders).

"Minimum Investment” means the minimum investment disclosed in the PDS

from time to time uniess the RE, inits sole discretion, agrees to accept alesser

amount as an investment;

“Minimum Su m  sanymini o} on Money

of & particular ui by the RE d of one or

maore Applicants, before the Application(s) will be accepted by the RE;

“Mortgagee" in all mortgages held by the Scheme the Mortgagee will be the

Custodian as agent for the RE:

‘Mo e ding Va cy" the RE's morngage {ending

valy p as detail mpli lan;

"Net Fund Value" at any time, means the value of the Scheme Property less

the Liabilities at that time,

"Power" means any right, power. authority, discretion ar remedy confarred on

the RE by this Constitution or any applicable law:;

"Pramoter” for the purpose of the Law the promoater of this Scheme is the RE;

"PDS" means a Product Disclosure Statement ar any Supplementary Produci

Disclosure Statement for the Scheme;

"Register" means the register of Members mairtained by the RE under ciause

22;

"Responsible Entity” or "RE" means the company named in the ASIC's

records as the responsible entity of the Scheme and referred to in this

document as the RE and who is also the Trustee of the Scheme:

“Savings Plan investment” means an Australian dollar investment described

as the "LM Savings Plan" in the PDS3, with terms and conditions as disclosed in

the PDS;

"Scheme" means a managed investment scheme to be known as the LM Firsi

Morigage Income Fund" that is to be registered under s601EB of the Law and

also means the Trust:

"Scheme Property" means assets of {he Scheme including but not fimited to:

{a) contributions of money or maoney's warth to the Scheme; and

(b)  money that forms part of the Scheme assets under the provisians of the
Law; and

ims/1582bam
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{c) money borrowed or raised by the RE for the purposes of the Scheme:
and

(d} propenty acquired, directly or indirectly, with, or with the proceeds of,
contributions or money referred o in paragraph (a), (b) ar (¢); and

{e) the income and property derived, directly or indirectly from comributions,
money or propeny referred to in paragraph (a}, (b}, (c) or {3):

"Scheme Valuation Policy™ means the scheme valuation policy as detailed in

the Compliance Plan:

"Security Property® means any propeny ofiered by a Borrower as security for

2 Mortgage in the Scheme:;

‘Special Resolution” means a resolution of which notice has bean given in

accordance with this Constitution and the Law and thai has been passed by ai

leas! 75% of the votes cast by Members entitied to vote on the resoiution;

“Subscription Account” an account opened and maintained by the RE into

which is deposited all Application Moneys;

"Tax" includes, but is not limited to:

(a) stamp duty, excise and penaliies relating to these amounts which are
imposed on the RE in respect of any assets in the Schems:

(b) taxes and duties and penalties relating to these items imposed as a
result of any payment made to or by the RE under this Conslitution;

{c} taxes imposed or assessed upon:

(i) any Application Maney;

(i) distributions of Income fo Members, capital gains, profits or any
other amounts in respect of the Scheme; or

(i) 1he RE in respect of its capacity as responsible entity of the
Scheme;

{d} fmpasts, financial institutions duties, debits tax, withholding {ax, land
tax or other propery taxes charged by any proper authority in any
jurisdiction in Australia in respect of any matter in relation (o the
Scheme, and every kind of tax, duty, rate, levy, deduction and charga
including any GST:

"Tax Act” means the Income Tax Assessment Act 1936 (Cth) and the Income

Tax Assessment Act 1897 (Cth);

"Trustee" means the RE;

"Uncontrolied Event" means an act of God, strike, lack out or othar

interference with work, war {declared or undeclared), blockage, distushance,

lightning, fire, drought, earthquake, storm, flood, explosion, government or

quasi-government restraint, exploration, prohibition, intervention, direction,

ims{1582bam
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embargo, unavailability or delay in avaliability of equipment or transport,
inability or defay in obtaining governmenta or quasi-governmental approvals,
consents, permits, licences, authorities or aliocations, or any other cause
whether of the kind specifically set out above or otherwise which is not
reasonably within the control of the party relying on the Uncontrolled Event:
"Unit" means an undivided interest in the Scheme Property created and issued
under this Constitution:

“Unit Holder Liability” means the iiability of the Scheme fo the Members for
their undivided interest in the Scheme Property:

“Unit Holding" means the number of Units in the Scheme held by a Member as
evidenced in the Register of Unit holders;

"Unlt Holding Statement” means a statement issued by the RE to a Member
pursuant to clause 5.9

"Vatuation Date" means the date which is the last day of each month or any
date during each month at the RE's discretion or the date on which the RE
determines there has been a material change in the value of the Scheme
Property:

“Withdrawal Notice" means:

(a} for a Savings Plan Investrment, a notice in writing given by a Member and
received by the RE on or after the start of the relevant Withdrawal Notice
Period stating the Member's name, the number of Units the Member
wishes {o have redeemed, and any alher information reasonably required
by the RE, provided that anly 4 such notices may be given within any 12
month period, and any notices in excess of this number will not be vaiid
unless otherwise deiermined by the RE in its disoretion;

(b) for any investment that is not 2 Savings Plan Investment nar for an
Investment Term, a notice in writing given by a Member and received by
the RE on or after the star of the reievant Withdrawal Notice Period
sfating the Member's name, the number of Units the Member wishes to
have redeemed, and any other information reasonably required by the
RE;

(c

~

far all investments for an Investment Term, a nofice in writing given by a
Member and received by the RE before the start of the reievant
Withdrawal Notice Period sfating the Member's name, the number of
Units the Member wishes to have redesmed, and any other information
reasonably required by the RE,

and provided that if a notice in writing as referred to above is not received
befare 12 noon on a Business Day, the notice will be deemed to be received on

jms/1582ham
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1.2

the nexi Business Day;

“Withdrawal Notice Period" means:

(a) for a Savings Plan Investrment by a Member, the period commencing 1

Business Day after the first 12 month period of the Savings Plan
Investment has expired, and continuing throughout the term of the

Savings Plan investment:

(b) for any investment that is not a Savings Plan Investment nor for an

Investment Term, any period when the Member owns Units; or

(c) for all investments for an Investment Term, the pericd commencing 5

Business Days before the expiry of the ralevant investment Term (and
where an investment Term is created by the rollover of an existing
investment, means the period commencing 5 Business Days before the
expiry of that subsequent nvestment Term): or

{2) any other time period as determined by the RE.

"Withdrawal Price” means lhe price at which a Unit is redeemed calculated in

accordance with Clause B.

interpretation

In this Constitution, unless the confex! otherwise requires;

)

headings and underlining are for convenience only and do not affect the
interpretation of this Constitution:

words importing the singular include the plural and vice versg;

words importing a gender include any gender:

other parts of speech and grammatical forms of a word or phrase defined
in this Constilution have a corresponding meaning;

an expression importing & natural person includes any company,
partnership, joint veniure, association, corporation or other body
corporate and any Govarnmental Agency;

a reference 1o any thing includes a part of that thing;

a reference to a par, clause, party, annexure, exhibit or schedule is a
reference to a part and clause of, and a party, annexure exhikit and
schedule to, this Constitution:

a reference to any statute, regulation, procla malion, ordinance or by-taw
includes all statutes, regulations, proclamations, ordinances or by-taws
amending, consolidating or replacing it, and a reference to a statule
includes all regulations, proctamations, ordinances and by-laws issued
under thaf staiute;

a reference to a document includes all amendments or supplaments to,

- 10 -
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s601FG(2)

S601FB(2)

1.3

or replacements or novations of, that docurment;

(i)  where the day on or by which any thing is to be done is nol a Business
Day, that thing must be done on or by the preceding Business Day except
thal any amount payable on demand where the demand is made on a day
which is not a Business Day must be paid on the nexi succeeding
Business Day;,

(k} areference o an agreement includes an undertaking, deed, agreement
ar legally enforceable arrangement or understanding whether or not in
writing;

() a reference 10 a document includes any agreement in writing, or any
statement, notice, deed, instrument or other document of any kind;

(m) a reference to a body (including, without limitation, an instituie,
association or authority), whether statutory or not:

() which ceases to exist: or

(i)  whose powers or functions are transierred to another body;
is a reference 1o the body which replaces it or which substantially
succeeds to its powers or functions;

(ny areferencalio any date means any time up (o 5.00 pm (Queensland time)
on thaf date; and

(o} areference to dealing wilh a Unil includes any subscription, withdrawal,
_sale. assignment, encumbrance, of other disposition whether by act or
omission and whether affecting the legal or equitabie interest in the Unit,

Accounting Standards

in respect of any accouniiné practice refevant to this Constitution, the following

accounting standards apply as if the Scheme ware 2 company in accordance

with;

(a8) the accounting standards required under the Law: and

(b} if no accouniing standard applies under clause 1,3(a), the accounting
praclice delermined by the RE.

ESTABLISHMENT OF TRUST

21

2.2

23

Trustee

The RE continues to act as trustee of the Scheme.

Role of Trustee

The RE recognises that it cantinues to hold the Scheme Property on trust for

the Members,

Appointment of Custodian

(a) The RE has appoinfed the Custodian as agenl to hold the Scheme
Property on behalf of the RE.

-1 -
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2.4

2.5

(b} The Custodian holds the Scheme Property as agent of the RE for the

term of the Scheme on terms and conditions as detailed in the Custody
Agreement

Name of Trust

The name of the trust and Scheme is the LM First Montgage income Fund or
any other name that the RE may determine from time to time.

Initial Issue

The Scheme commenced at such time after the Commencement Date when
LMM or its nominee paid $100.00 to the RE to establish the Scheme Property,
The RE issued to LMM or its nominee 100 Units in return for that payment.

3 UNITS AND MEMBERS

3.1

3.2

3.3

34

Units

The beneficiat interest in Scheme Property is divided into Units. Unless the
terms of issue of a Unit or a Class otherwise provide, all Units will carry all
rights, and be subject to all the obligations of Members under this Constitution
Classes

Different Classes (and sub Classes) with such rights and obligations as
datermined by the RE from time to time may be created and issued by the RE
at its complete discretion. Such rights and obligations may, but need not be,
referrad to in the PDS. if the RE determines in relation to paricular Units, the
terms of issue of those Units may efiminate, reduce or enhance any of the
rights or obfigations which would otherwise be carried by such Units. Without
limitation, the RE may distribute the Distributabte Income faor any period
between different Classes on a basis ather than proportionately, provided that
the RE ireats the different Classes fairly.

Fractions

Fractions of a Unit may not be issued. When any calcufations under this
Constitution would resutt in the issue of a fraction of a Unit, the number of Uniis
to be issued must be rounded down to the nearesl whole Unit

Equal value

Al any time, all the Units in a Class are of equal value uniess the units are
issued under a Differential Fee Arrangement.

interest

A Unit confers an interest in the Scheme Property as 2 whole No Unit confers
any interest in any particular asset of the Scheme Property.

-12 -
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4

s601GB

5

$BC1GA{a)

3.6

37

39

Consolidation and re-division

{a) Subject to clause 3.6(b) the RE may at any time divide the Scheme
Property into any number of Units other than the number into which the
Scheme Property is for the time being divided

(b) A division of a kind referred 1o in clause 3.6{a} must not change the ratio
of Units in a Class registared in the name of any Member {0 the Units on
issue in the Class

Rights attaching to Units

(@) A Member holds a Unit subject to the rights and obligations attaching to
that Unit and (if applicable) pursuant to any Differential Fee Arangement

(b) Each Member agrees not to:

(i) interfere with any rights or powers of the RE under this Constitution;

(ii) purport to exercise a right in respect of the Scheme Property or
claim any interest in an asset of the Scheme Property (for example,
by lodging & caveat affecting an asset of the Scheme Property); or

(i)  require an asset of the Scheme Property to be transferred to the
Member.

Conditions

The RE may impose such canditions an the issue of Units as it determines

including that the Member may nol give effect to any martgage, charge, lien, or

other encumbrances ather than as expressly permitied by the RE.

Rollover of Investments

i the Member has invested for an nvestment Term, and fails to complete

and return a Withdrawal Notice befare the start of the relevant Withdrawal

Nolice period that applies (o the Investment Term, the Member will be

deemed to have elected to renew their investment in the Scheme as

specified in the PDS Units issued in respect of such reinvestment must be
issued at an issue Price equal to the Current Unit Value,

BINDING ON ALL PARTIES

4.1

4.2

This Constitution is binding on the RE and on alt Members of the Scheme as
they are constituted from time to time.

By executing the Application Form attached to the PDS the Members as are
constituted from time to fime agree to be bound Dy the terms and conditions of
this Constitution

ISSUE OF UNITS

5.1

Offer and minimum investment

(8) The RE may at any time offer Units for subscription or sale.

-3 -
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6.3

54

5.5

(b)  The Minimum Investment must be iodged with an Application for Units.
{c) The RE may invite persons to make offers to subsceribe for or buy Units.
Minimum subscription

{a)  The RE may set a Minimum Subscription for the pool of funds of any one
currency for the Scheme at its discretion.

(b)  The RE will hald Application Money in a Subscription Account until the
Minimum Subseription for the pool of funds is received, subject to clause
5.3,

Insufficient Application Money received

The RE will return or cause to be returned al! Application Money to the

persons who paid such Application Money, less any taxes and bank

charges payabls if:

{a) insufficient Application Money 1o meet the Minimum Subscription
stipulated in Clause 5.2 is received within a period reasonably
determined by the RE, or

{b)  the RE withdraws a PDS (which the RE is entitled (o do) before sufficient
Application Money is received, or

(¢}  the RE does not believe there will be sufficient funds available to

achieve the aims of the Scheme contem piated in this Constitution or the
PDS.

Form of Appflication

(a) Subject to clause 5.10, each Appiication for Units must be:

(i) made by Application Form attached io a PDS (or as otherwise
permitied by the Law); and

(ii) be accompanied by Appiication Moneys as required by any
relevant PDS.

{b) If the Application Form is signed pursuant to a power of attomey, then
if requesied by the RE, a certified copy of the relevant power of
attorney and a declaration that the power of altorney has not been

revoked as at the date the Application Form is signed must be
pravided.

Acceptance or rejection
The RE may, without giving any reason
(@) accept an Application;

(b) reject an Application; or

- 14 -
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57

5.8

58

510

{c) reject part of the Application,

Uncleared funds

Units issued against Application Money in the form of a cheque or other

payment order (other than in cieared funds) are void if the cheque or payment

order is not subsequently cleared.

Issue of Units

Units are taken to be issued when:

{a) the Application Money far the Issue Price is received by the RE; and

{b) the RE accepts the Application and the Units are entered in the Register,

or at such other time as the RE determines.

Number of Units issued

Subject to Minimum Investment, the number of Units issued at any time in

respect of an Application for Units will be caleulated as follows:

(a) by dividing the Application Moneys paid by the applicable issue Price at
that time:

(b) by rounding down to two decimal places.

Unit Holding Statement

The evidence of a Member's hoiding in the Scheme will be the latest extract

from the Register as provided from time to lime to a Member by the RE in a

Unit Holding Statement.

Additional Applications

Additional Applications for invesiment in the Scheme by existing Members, not

made on an Application Form may be accepted in an Australian dollar

investment:

{a) from a Member:

(b} as a result of an Application;

(¢} inaccordance with an Arangement for as long as and on condition that it
complies with the requirements of the RE and the law or ASIC's poiicy
including any reliefl granted to the RE from time to time: and

(d) arein multipies of $500 each unless the RE, ini its sole discretion, agrees
to accept a lesser amount as an investment or agrees to accept an
amount that is not a multiple of $500,

Hoiding Applicatian Money

All Application Money must be held by the RE (or its agent the Custodian) on

trust for the refevant Applicant in the Subscription Account.

interest on Application NMoney

The RE is not required to account to any Member for any interest earmed on

Application Maoney held in the Subscription Account

-15 -
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5.13

514

515

Respaonsible Entity to return Application Money

Where the RE has rejecled (in full or in part) an Application, the relevant

Application Money (without interest) must be retumed to the Applicant within

14 days.

Incomplete Application Form

The RE will, on receipt ofany Application Money which is not accompanied by

a completed Application Form, as soon as practicabie return the Application

Money to the relevant Applicant, or:

(a)  attempl lo abtain the Application Form from the Applicant; and

(b}  bank the Application Money,

No Application Form received

{a} I the RE gives any Application Money to the Custadian pursuant to
clause 5.11, then the Custodian will hold such Application Money in an
account, as custodian for the Applicant in accordance with the Law until
the Application Form is received.

(b} If the RE has not received the Application Form by the time the offer is
closed, then the RE must use ds besl endeavours to return the
Application Money, less any taxes and bank charges payable, {o the

Applicant as soon as practicable.

6. ISSUE PRICE

The issue price of a Unit shall ba calculaled as follows:

(

Net Fund Value )

(number of Uniis on issue )

caleulated on the last Valuation Date prior o lhe date of issue.

7. WITHDRAWAL OF UNITS - WHILE THE SCHEME 1S LIQUID

7.1
(a)

7.2

Withdrawal request - while the Scheme is liguid

While the Scheme is liquid as defined in S601KA (4) of the Law, any Member

may request that some or all of their Units be redeemed by giving the RE &

Withdrawal Notice by the start of or within the relevani Withdrawal Notice

Period (as required by the relevani definition of Withdrawal Notice).

Withdrawal

{a) (i) Within 365 days after the end of the Member's investment Term
(where the Member's investment is held for an Investment Term
and the Member has given a valid Withdrawal Notice in respect of
the Units) or within 365 days after receiving a valid Withdrawal
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{c)

(ii)

(i

Notice from the Member (if ihe Members investment is not held for
an Investment Term oris a Savings Plan investment), the RE must
redeem the relevant Units out of the Scheme Property for the
Withdrawal Price

However, the RE musl redeem the Units within 180 days after the
relevant date (instead of 385 days) where it determines that none of
the circumstances referred to in Clause 7.2(b)(i) to (iv) below exist
at the time of withdrawal. This Clause 7.2(a) does nol fimit the
independent operation of Clause 7.2(b)

To the extent that the Law does not alfow more than one period to
be specified in this Constitution for satisfying withdrawal requests
white the Scheme is liquid, that one period wilt be 365 days after
the RE receives a valid Withdrawal Natice. Paragraph (i} above
will aiso apply to the extent permitted by the Law

The RE may aliow redemption of Units within a shorler period than
the 365 (or 180) days referred to above, in its absolute discretion,
subject io its obligations under the Law.

The RE may suspend the withdrawal offer as detailed in clause 7.2(a)

above for such periods as it determines where:

{1}

(i)

(ifi)

the Scheme's cash reserves fall and remain below 5% for ten
(10) consecutive Business Days; or

if in any period of (90} days, the RE receives valid net Withdrawal
Notices equal to 10% or more of the Scheme's issued Units and,
during the period of (10) consecutive days falling within the 90
day period, the Scheme's cash reserves are fess than 10% of the
total assets: or

it is not satisfied that sufficien( cash reserves are available to pay
the Withdrawal Price on the appropriate date and to pay all actual
and contingent fiabilities of the Scheme: or

any other event or circumstance arises which the RE considers in
its abschute discretion may be detrimental (o the interests of the
Members of the Scheme.

The RE is nof required to process Withdrawal Notices where;

(i

(i)

the person seeking to redeem the Units cannot provide
satisfactory evidence of the Member's titie or authority to deal
with the Units; or

the withdrawal would cause the Member's Unit Holding 1o fall
below the Minimum investment.

-17 -
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(d) Ifthe RE aliows a Member to withdraw an investment from the Scheme

before the end of an Investment Term, the RE is also entiffed to require
the Member to pay an early withdrawal charge equal fo the last three
months interest distributions paid or payable on the amount being
withdrawn (or if the investment has been for less than three maonths, the
RE's estimate of what that amount would have besn if the investment
had been in place for the last three months), and where an Adviser has
been paid an upfronl cormmission in respect of the investment being
withdrawn, the RE will aiso be entitled to require the Member to pay a
further early withdrawal charge equal to the upfront commissian paid,
calculaied on & pro-rata basis for the length of time remaining fo the end
of the Investment Term. The RE will also be entilled to require the
Member to pay an amount equal to any other fees or charges arising
from the early withdrawal (including fees and charges thal may be
payable to the financial institution which has organised the investment in
the relevant currency). These early withdrawal charges will be deducted
fram the investment being withdrawn, and paid at the time of withdrawal.
Such charges will become par of the Scheme Froperny

If the RE allows a Member to withdraw an investrent, and that
investment has been heid for 2 period in respect of which no
Distributable income has been calculated in respect of that investment,
the RE may pay to the Member the amount of Distributable Income that
the RE estimates is payable to the member for that period, rather than
delay payment to the member until the actual Distributable income has
been calculated

7.3 Cancellation
{a) The RE must cance! the number of Units which have been redeemed
under clause 7.2 and must not reissue them. Upon cancellation, the
RE must immediately:
(i) remove the name of the Member from the Register in respect of the
redeemed Units; and
(i) provide the Member with a new Unit Holding Statemant for any
unredeemed Units,
(b) A Unit is cancelied when the Member holding the Unit is paid the
Withdrawal Price by the RE
8 WITHDRAWAL PRICE

The Withdrawal Price of sach Unit pursuant to clause 7 shall be calculaied as follows:

(
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(number of Units issued)

calculated on the last Valuation Date prior 1o the date of withdrawal
8 TRANSFER QF UNITS

91

9.2

9.3

84

Transferability of Units

(a)

(b)

Subject lo this Constitution, a Unit may be transferred by instrument in
writing, in any form autharised by the Law or in any other farm that the
RE approves.

A transferor of Units remains the holder of the Units transferred until the
transfer is recorded on the Register.

Registration of Transfers

(a)

The following documents must be lodged for registration on the
Register at the registered office of the RE or the focation of this
Register;

(i) the instrumeni of transfer; and

(i) any other information that the RE may require o establish the

transferor's right to transfer the Units.

On campliance with clause 9.2(a}, the RE will, subject to the powers of
the RE to refuse registration, record on the Registar the transferee as a
Member.

Where registration may be refused

Where permitied to do sc by Law or this Constitution, the RE may refuse 1o

register any transfer of Units.

Where registration must be refused

(a)

(b)

Registration must be refused if:

(i) the RE has notice that the transferor of Units has entered into
any borrowing or other form of financial accammodation o
provide all or pant of the funds to subscribe for or acquire a Unit
and has not received confirmation from the financier that the
financier consents to the transfer of those Units: or

(i) the transferor has given a power of attorney in favour of the RE
and the Custodian in the form set out in an application form
accompanying a PDS and the transferee has not executed and
provided to the RE a similar form of power of attorney (with such
adaptalions as are necessary) in favour of the RE and the
Custodian;

In the cass of (i) or (i) above, the RE must refuse o register same

and must continue to treat the seller or transferor as the case may be

-19-
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10.

as the registered holder for all purposes and the purporied sale,
purchase, disposal or transfer shall be of no effect.

If the transferee is not a Member the RE must not consent to the
regisiration untit the RE is satisfied that the transferee has agreed to
be bound by the Constitution.

8.5 Notice of non-registration

If the RE deciines to register any transfer of Units, the RE must within 5

Business Days afier the transfer was lodged with the RE give to the persan

who lodged the iransfer written nofice of, and the reasons for, the decision to

decline registration of the transfer.

9.6 Suspension of transfers

The registration of transfers of U nits may be suspended at any time and for any

period as the RE from time 1o time decide. However, the aggregate of those

periods must not exceed 30 days in any calendar year.
TRANSIMISSION OF UNITS

10.1  Entitlement to Units on death

(a)

(b)

If a Member dies:

(1) the survivor orsturvivors, where the Member was joint holder;
and
(it) the legal personal representatives of the deceased, where the

Member was a sole hoider,
will be the only persons recognised by the RE as having any titie to the
Member's interest in the Units,
The RE may require evidence of a Member's death as il thinks fit,
This clause does not release the estate of the deceased joint Member
from any liability in respect of a Unit that had been jointly held by the
Meamber with ofher persons,

10.2 Registration of persons entitled

(a)

(b)

Subject to the Baniruptcy Act 1966 and to the production of any
information that is properly required by the RE, a person becoming
entitled to a Unit in consequence of the death or bankruptey (or other
legal disability) of a Member may elect to:

(i)  be registered persanally as a Member; or

(i) have ancther person registered as the Member.

All the limitations, restrictions and provisions of this Constitution
relating to:

{iy the right to transfer; and

(i}  the registration of a transfer;

- 20~
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for Units apply te any relevant transfer as if the death or bankruploy or
legal disability of the Unit Member had not occurred and the notice or
transfer were a transfer signed by that Member.

103 Distributions and other rights
(a) If a Member dies or suffers a legal disabiiity, the Member's legal
personal representative or the trustee of the Member's estate (23 the
case may be) is, on the production of all information as is properly
required by the RE, entitled to the same distributions, entitlernents and
other advantages and to the same rights (whether in relation to
meetings of the Scheme or to voting or otherwise) as the Member
would have been entitied to if the Member had nat died or suffered a
legal disability
(b} Where two or more persons are jeintly entitled to any Unit as a result of
the death of a Member, they will, for the purposes of this Constitutian,
be taken to be joint holders of the Unit.
11 DISTRIBUTABLE INCOME
111 income of the Scheme
The Incame of the Scheme for each Financial Year will be determined in
accordance with applicable Accounting Standards.
11.2  Expenses and provisions of the Scheme
For each Financial Year:
{a) the expenses of the Scheme will be determined in accordance wilh the
applicable Accounting Standards; and
{b) provisions or other fransfers to or from reserves may be made in
relation to such items as the RE considars appropriate in accordance
with the applicable Accounting Standards including, but net fimited to,
provisians for income equalisation and capital losses.
11.3  Distributabte Income
The Distributabie income of the Scheme for a month, a Financial Year or any
other periad will be such amount as the RE determines. Distributable income
is paid to Members afigr taking into account any Adviser fees or costs
associated with individual Membaers' investments, to the extent those fees or
costs have not otherwise been taken into account.
12 DISTRIBUTIONS
12.1  Distribution Period

(a) The Distribution Pericd is one calendar month for Austratian dolfar
Investments or as otherwise determined by the RE in its absoiute

-21 -
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12.2

124

125

12.6

discrelion.

(b) The Distribution Period is the Investment Term of the investment for non-
Australian dollar investments or as otherwise determined by the RE inits
absolute discretion,

Distributions

The RE must distribute the Distributabie Income relating to each Distribution

Period within 21 days of the end of each Distribution Period.

Present entitiement

Uniless otherwise agreed by the RE and subject to the rights, restrictions and

chligations attaching to any particular Unit or Class, the Members on the

Register will be presently entitied to the Distributable Income of the Scheme on

the iast day of each Distribution Period.

Capital distributions

The RE may distribute capital of the Scheme to the Members. Subject to the

rights, obligations and restrictions attaching te any particutar Unit or Class, a

Member is entitied fo that proportion of the capilal to be distributed as is equal

1o the number of Units held by that Member on & date determined by the RE

divided by the number of Units on the Register on that date. A distribution may

be m cash or by way of bonus Units.

Grossed up Tax amounts

Subject to any rights, obligations and restrictions attaching to any paricular Unit

or Class, the grassed up amount under the Tax Act in relaiion to Tax credits or

franking rebates is taken to be distributed to Unit Members in proportion to the

Distributable income 'for a Distribution Periad as the case may be, which is

referable to a dividend or other income to which they are presently entitled,

Reinvestment of Bistributable Income

{a) The RE may invite Members to reinvest any or all of their distributable
income entitlement by way of application for additional Units in the
Scheme.

(b} The terms of any such offer of reinvestment will be determined by the
RE in its discrefion and may be withdrawn or varied by the RE af any
time.

(c} The RE may delermine that unless the Membar specifically directs
otherwise they will be deemed to have accepted the reinvestment offer.

(d) The Units issued as a result of an affer to reinvest wil be deemed to
have been issued on the first day of the next Distribution Period
immediately following the Distribution Period in respect of which the
distributable income being reinvested was payable

- 22 -
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13

s601GA(1Xb)

SBOIGAL3}

sBDIGA(3)

SBDIGA(3)

s601BA(3)

NATURE OF RE POWERS

13.1

13.2

13.3

13.3A

134

135

The RE has all the powers:

(a) of a natural person to invest and borrow on security of the Scheme
Property;

(b) in respect of the Scheme and the Scheme Property that it is possible
under the Law o confer on a RE and on a Trustee:

(c) as though it were the absolute owner of the Scheme Property and
acling in its personal capacity: or

{d) necessary for fulfilling its obligations under this Constitution and under
the Law.

The RE must only invest Members' funds in-

{a) subject fo clause 13.3 and 13.3A, morigage investments provided
that:

(i) ali mortgages are secured over property and the amount which
may be advanced to a Borrowar does not exceed an LVR of 75%
of the value of the security property on initial settlement,

(i) the type of real estate offered for security is acceptable to the
RE:

{iiiy the value of the property offered as security has been
established in accordance with the Mortgage Lending Valuation
Policy of the RE

(b} ather mortgage backed schemes in accordance with this clause and
the RE's compiiance standards;

(c) a range of interest bearing invesiments backed by Australian Barks,
building societies, State or Federal governments, or foreign banks as
appraved by the RE.

{d) Authorised investments.

Notwithstanding the provisions of clause 13.2(a), afier a loan has settled
and where the RE cansiders it is in the best interests of the Members of the

Scheme, the RE may approve an LVR not to exceed 85% of the vaiue of

the securlty propery.

Notwithstanding any ather provision of this Constitution, the LVR of a loan that

is in default may exceed 85%

Whenever a loan of Scheme funds invaives a Deveiopment Loan, the RE shall

ensure it has included amangst its officers or employees persons with relevant

project management experience who are competent fo manage loans of this
kind.

To the extent allowed by iaw;
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s601GA(3)

SBO1¢3A{A)

14,

s601GA(1¥c)

13.6

13.7

(a) any restriction or prohibition imposed upon the RE in relation to the
investment from time to time of the Scheme Property or any part
thereof is hereby excluded fram the obligations imposed.

(b) without derogating from the generality of the foregoing this exclusion
specifically applies to any "Prudent Person Rula” or the like which may
be implied by any future enactment of fegistation.

To the extent allowed by law:

(a) the RE may borrow or raise money with or withou! security over the
Scheme Property or any part of it on any terms, including any rate of
interest and any fees and expenses as the RE thinks fit;

(b} the RE may deal with any property to exercise all the powers of a
morgagee pursuant to the mortgage lemms and conditions.

The RE must direct the Custodian to deal with the Scheme Property in

accordance with this Constitution.

COMPLAINTS PROCEDURES

144

14.2

14.3

14.4

If a Member has a complaint they should generally first contact their Adviser. If
the Adviser is unavailable, unwiliing, or unable to assist, or if the Member
wishes to directly contact the RE, and the compiaint relates 1o the Fund or the
RE, then the Member should contact the RE at the registered office of the RE.
Complaints may be made in writing or by telephone.

The RE may {if applicable) contact the Adviser for further background
information and atiempt to mediate a salisfactory resolution of the complaint or
escalate as necessary The RE has 30 days to respond to the complaint once it
is received. The RE must altempt to resolve the complaint within a satisfactory
time period as deisrmined by the nature of the complaint and the Member's
response.

The Complaints Officer of the RE will take responsibility far formal complaints

and recard them in the Complaints Register. In acknowledging or resolving

formal compiaints, the RE must make or cause to be made, a written response
including:-

(a) the name, title and contact details of the person actually handling the

complaint;

(b} a summary of the RE's understanding of the complaint;

{c) details of the RE's offer for resolution of the complaint and refevant time
frame;

(d) where the complaint is not fully dealt with in the letter an estimate of

time required for the RE fo resolve the compiaint.

Full details of each formal complaint and resolution thereof must be recorded in
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158.

16.

SE01GA(1)d)

14.5

14.6

14.7

14.8

the Complaints Register including:-

(a) the person responsible for resolving the complaint;

(b) the name of the Member making the compiaint;

(c) the nature of the complaint:

(d) the product service or departiment in respect of which the complaint
was made:

{e) the actuat time required to resolve the complaint;

(f) the actual resolution of the complaint;

{g) recommendations, if any, for changes to products disclosures systems
or processes te ensure similar complaints do not arise in the future.

The Complaints Register should be reviewed by the Complaints Manager of the

RE as part of an ongoing review process to determine whether

recommendations for change arising from resoived complaints have been

effectively incorporated in the compliance program.

Where the RE believes it has either resolved the complaint, or it has not

resoived the complaint but believes it can do nothing more to satisfy the

complainant, and the Member feels thair compiaint has stil not been

satisfactority resolved, the complainant must be referred to the FICS for

mediation. The FICS adopts a three stage approach in resolving compiaints as

follows;-

(a) stage 1! initial opportunity for Member to resalve complaints;

(b) stage 2: complaints review, investigation and conciliation;

{c) stage 3! independent determination of complaints by adjudicator.

The full terms of reference for the FICS are held by the RE,

if a complaint cannot be resoived to the satisfaction of the Member by the RE

or the FICS then the complainant Member may:-

(a) refer the matler to arbitration or the courts: or

(b) take whatever other action is open to the complainant Member under
the general law.

The RE must disciose the details of its complainis procedure to all investors.

TERM OF TRUST

The Scheme begins on the Commencement Date and is to be wound up on the earier
to oecur of;

(&) the date which is eighty years from the Commencement Date; and
(b} any earlier date which the RE, in its absolute discretion may appoint as the
Vesting Date.

WINDING UP THE SCHEME

16.1

The Scheme shall only be wound up in accordance with the Law and this

- 25 .
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SB0TNE(1)(a}

SBOINEL 1) b)

SEOTHE{1Xc)

SGOINE( 1 Xd)

sBUINC(T)

SBOINE(2)

sGDINF (3)

16.2

16 3

16 4

Constitution.

The RE must wind up the Scheme in the following circumstances:-

(a)
(b)

(c)

(d)

(c)

(a)

(b)

if the term of the Scheme as detailed in this Constitution has expired;

the Members pass an extraordinary resolution directing the RE to wind

up the Scheme;

the Courl makes an order directing the RE to wind up the Scheme

pursuant to the Law and in paricular pursuant to section 601FQ{5) and

seclion 601ND;

the Members pass an extracrdinary resoiution to remove the RE but do

not al the same time pass an extraordinary resolution choosing a

company to be the new RE thal consents ta becoming the Scheme's

RE;

If the RE considers that the purpese of the Schemae:

(i) has been accomplished: or

(i) cannot be accomplished,

it may take steps {o wind up the Scheme.

It the RE wishes to wing up the Scheme pursuant to clause 16.3(a), the

RE must give to the Members of the Scheme and to the ASIC a notice

in writing;

{i) explaining the proposal to wind up the Scheme, including
explaining how the Scheme's purpose has been accomplished
or why that purpose cannot be accomplished; and

(i) informing the Members of their rights 1o take action under
Division 1 of Part 2G.4 of the Law for the caliing of a Members'
meeting to consider the proposed winding up of the Scheme
and to vote on a special resolution Members propase about the
winding up of the Scheme: and

(iii) informing the Members that the RE is permitted to wind up the
Scheme unless a meeting is called to consider the proposed
winding up of the Scheme within 28 days of the RE giving the
notice to the Members;

if no meeting is called within that 28 days to cansider the proposed

winding up, the RE may wind up the Scheme.

The RE may wind up the Scheme in accordance with this Constitution

and any orders under SE01NF(2) of the Law if the RE is permitted by

S601NC(3) of the Law 10 wind up the Scheme.

An order to wind up the Schame pursuant to s601ND (1) or
SBOTNF (1) or (2) of the Law may be made on the application of:
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SBOINE(3)

sB60TING

16.5

16.6

16.7

16.8

i) the RE; aor

if) a director of the RE: or

i) a Member of the Scheme: or
v}  the ASIC.

The RE shall not accept any further Applications for Units in the Scheme or

make any further loans from the Scheme Property at a time after the RE has

become obliged to ensure the Scheme Is wound up or after the Scheme has
starled to be wound up.

The RE shall manage the Scheme until such time as all winding up procadures

have been compleied

Subject to the pravisians of this clause 16 upon winding up of the Scheme the
RE must:

{a)
(b)

(e)

(g}

realise the assets of the Scheme Property;

pay all liabilities of the RE in iig capacity as Trustee of the Scheme
including, but not limited to, liabilities owed to any Member who is a
creditor of the Scheme excepl where such Fability is a Unit Holder
Liability;

subject to any special rights or restrictions attached to any Unit,
distribute the nel proceeds of realisation among the Members in the
same proportion specified in Clause 12.4;

The Members mus! pay the costs and expenses of a distribution of
assets under clause 16.7(c) in the same proportion specified in clause
12.4,

The RE may postpone the realisation of the Scheme Property for as
long as it thinks fit and is not liable for any loss or damage atiributable
to the postponement.

The RE may retain for asg long as it thinks it any part of the Scheme
Property which in its opinion may be required to meet any aciual or
contingent liability of the Scheme.

The RE must distribute among the Members in accordance with clause
16.7 anything retained under clause 16.7(f) which is subsequently not
required.

If on completion of the winding up of a registered Scheme, the RE or such

other person who may be winding up the Scheme has in their possession or
under their contro! any unclaimed or undistributed money or ather property that
was part of the Scheme Property the RE or person winding up the Scheme

must, as soon as practicable, pay the money or transfer the property to the

27 -
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s801EE

18

S60TGA(2)

sB01GA(Z)

s6D1GA(Z)

16.9

16 10

ASIC to be dealt with pursuant to Pant 9.7 of the Law.

It at any time the Scheme is operated while it is unregistered the following may
apply to the Court to have the Scheme wound up:

(a) The ASIC

(b} The RE

(¢} A Member of the Scheme

The RE shall arrange for an Auditor to audit the final accounts of the Scheme
after the Scheme is wound up.

VALUE OF THE SCHEME FUND

7.1

17.2

FEES,
18 1

18.2

18.3

Valuation of the Scheme Property

The RE may cause the Scheme Property to be valued at any time in
accordance with the Scheme Valuation Policy of the RE.

Valuation if required

The RE must cause the Scheme Property or any asset of the Scheme Property
ta be valued if required by ASIC ar under the Law and the valuaiion must be
undertaken in accordance with those reguirerments,

Deiermination of Net Fund Vaiue

The RE may determine the Ne! Fund Value a! any time in its discretion,
including more than once on each day.

TAXES, COSTS AND EXPENSES

Taxes:

The RE may use the Scheme Property to pay any Tax or other obligation,
liability or expense required by any applicable law in relation to:

{a) this Constitution;

b) any amount incurred or payable by the RE;

{
(¢
(
(

~

a gift or settlement effected by this Constitution:
d

e) money or investmenis held by or on behalf of the RE under this
Constitution.

—

the exercise by the RE of any Power; or

Payment of Debts:

The RE may set aside any money from the Scheme Property which, inthe RE's
opinion, is sufficient to meet any present or future obligation of the Scheme.
Fees:

The RE is entitied to raceiva out of the Scheme Property, a management fee
of up to 5.5 % per annum (inclusive of GST) of the Net Fund Value in relation
to the perfarmance of its duties as detailed in this Constitution, the Compliance
Plan and the Law. This fee is to be calcutated monthly and paid al such fimes
as the RE determines.
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sE01GAIZ)

sEOTGAL2)

184  The RE shall be entitled to fees in relation to the foliowing duties:

18 5

(a)

the subscription and withdrawal of units:

the transfer or transmission of Units:

the establishment/loan applicatian fees:

the structuring or packaging of loan proposais;

loan management;

the roflover of a loan facitity;

due diligence enquiries generally;

the sale of real estate or assets of the Scheme Property;

the promotion and managemeant of the Scheme:

the appointment of the Custodian pursuani to the Custody Agreement;
the winding-up of the Scheme:

the periormance of its duties and obligations pursuant to the Law and
this Constitution.

Costs and Expenses

The RE shall be indemnified out of Scheme Property for liabilities or expenses

incurred in relation to the performance of its duties: including:

(a)
(b)

{0

(m)

Auditor's fees;

legal fees and outgoings in relalion to seltlement, rollover, default or
recovery of loans

barrister/QC - legal counsel fees;

search fees including property searches, company, bankrupicy, CRAA
searches and any other searches which may be necessary to enable
iocation, idedtiﬁcation and/or investigation of
borrowers/guarantors/morngagors;

valuation faes;

independent exper's or consultant's fees incfuding but not limited to
marketing agents, propeny specialists, surveyars, quaniity surveyors,
town planners, engineers:

propeny reporfproperty consultant fees:

process servers' faes;

private Investigator fees:

fees in relation to the marketing and packaging of security properties for
sale;

real estate agent's-sales commissions:

costs of maintenance of mortgage securities;

outstanding accounts relating to mortgage securities such as counclh
rates;
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s601FB(2)

(bb)

{ee)
(dd)

{ee)

(hh)
(1)

locksmith for changing locks of mortgage securities as appropriate;
insurance (property and canients);
removaitsts for removal of borrower's property as appropriate;
security guards lo attend maongage securities as appraopriate:
building and/or property inspection report fees - ie. buiiding, fown
planning experts and the like:

all ASIC charges:

all costs of supplying Members with copies of this Consfitution and any
other documents reguired by the Law to be provided to Members;

alt costs and expenses incurred in producing PDS' and Supplementary
PDS’ or any other disclesure document required by the Law;
reasonable costs incurred in protecting or preserving all assets offered
as security;

all iability, loss, cost, expense or damage arising from the proper
performance of its duties in connection with the Scheme perfarmed by
the RE or by any agent appointed pursuant to s607 FB(2) of the Law;
any liability, loss, cost, expense or damage arising from the lawful
exercise by the RE and the Cusiodian of their rights under the Power of
Attorney contained in clause 20;

fees and expenses of any agent or delegate appointed by the RE;
bank and government duties and charges on the operation of bank
accounts;

costs, charges and expenses incurred in connection with borrowing
money on behall of ihe Scheme under the Constitution:

insurances dtrectly or indirectly protecting the Scheme Property;

fees and charges of any regulatory or statutory authority,

taxes in respect of the Scheme bul not Taxes of the RE [save and
excepl any goods and services or similar tax {("GST")] which are
payable by the RE on its own account:

costs of printing and postage of cheques, advices, reports, nolices and
other documents preduced during the management of the Scheme;,
expenses incurred in connection with maintaining accounting records
and registers of the Scheme and of the Scheme Auditor;

costs and disbursements incurred in the preparation and lodgemant of
returns under the Law, Tax Act or any other laws for the Scheme;
costs of convening and holding meetings of Members;

costs and disbursements incurred by or on behalf of the RE in

connection with its retirement and the appointment of a substitute;

- 30 -
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SGO1GA(2)

sSE01GA(2)

18.6

18.7

18.8

18.8

18.10

D costs and dishursements incumad by the RE in the initiation, conduct
and settlement of any count proceedings;

(kk)  costs of any insurance premiums insuring against the costs of legal
proceedings (whether successful or not) including legal proceedings
against Compliance Committee Members not arising out of a wilful
breach of a duty referred to in $6014D of the Law;

{In costs of advertising the availability of funds for lending;
{mm)  brokerage and underwriting fees:

{nn) il and when {he RE becomes responsible to pay any GST in respecl of
any services provided to the Schame or any payments in respect of
GS87 to be made by the Members ar the RE in respect of the Schame
or under the terms of this Constitution then the RE shall be entitled to
be indemnified in respect of such GST from the Scheme Praoperty;

(00) If there is any change to the Law or ASIC policy whereby the RE is
required to atter the structure of the Scheme or amend this
Constitution, then the costs of the RE in complying with these changes
will be recoverable out of the Scheme Property

In the event that the RE has not perfermed its duties, the lack of entitiement to
payment of fees pursuant to 18.3 is anly in respaci of that part of the payment
which reiates to the specific lack of proper performance on any given matier,
Nothing in this clause shall be interpreted 1o mean that the RE is not entitled to
be paid fees and expenses for work properly performed.

In the event of any dispute regarding the payment of fees and expenses, the
RE shall be paid such fees and expenses until the dispute is fully determined.
Any overpayment of the RE shall be repaid forthwith upon the identification of
the overpayment.

The RE is entilled to recover fees and expenses from the Scheme provided
they have been incurred in accordance with this Constitution.

The RE may waive the whole or any parl of the remuneration to which it would
otherwise be entifled under this clause.

Despite any other provision of this Constitution, the RE may pay a Member's
Adviser a fee or fees as directed by the Adviser fram time to time. These fees
are to be paid out of Scheme Property, as an expense of the Scheme, Whers
income of the Scheme is not sufficient to pay in full an Adviser's fee and the
relevant Member's expected income distribution, the RE may reduce the
Adviser's fee and/or the expected income distribution on a pro rata basis, oron
any other basis agreed with the Adviser.

- 31 -
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19. INDEMNITY AND LIABILITY

<BO1GA(2) 19.1

The following clauses apply to the extent permitted by faw:

(a)

The RE is not fiable for any loss or damage to any persen (including

any Member) arising out of any matter unless, in respect of that matter,

it acted both:

(i otherwise than in accordance with this Constitution and its
duties; and

(i} without 2 belief held in good faith that it was acting in

accordance with this Constitution or its duties,

In any case the liability of the RE in relation to the Scheme is limited 1o the

Scheme Property, from which the RE is entitled to be, and is in fact,
indemnified.

(b)

{d)

in particuiar, the RE is not liable for any loss or damage to any person

afrising out of any matter where, in respect of that matter:

(i) t relied in good faith on the services of, or information or advice
from, or purporting to be from, any person appointed by the RE;

(if) it acted as required by Law: ar

(i) it relied in good faith upon any signature, marking or
documents.

In addition to any indemnity under any Law, the RE has a right of

indemnity out of the Scheme Property on a full indemnity basis, in

respect of a matter unless, in respect of that matier, the RE has acted

negiigently, fraudulently or in breach of trust.

The RE is nat liable to account to any Member for any payments ma

de by the RE in good faith to any duly authorised authority of the
Commonwealth of Australia or any State or Territory of Australia far

taxes or other statutory charges.

20 POWERS OF ATTORNEY

201

Each Member by execution of the Application Form or the transfer by which
he/she/it acquires Units in the Scheme appoints the RE and the Custodian ang
any director officer atiorney or substitute nominated by either the RE or the

Custodian severally for this purpose as its attorney and agent with the right:
(@) at any time ta:

(i) sign any document in refation to any subscription and
withdrawa! agreement;

(ii) sign any document in relation to the iransfer ortransmissian of
Units;

(if) sign any variation of this Constitution:

-32 -
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21

22.

23

{iv)  sign any document required by ASIC to be executed by a
Member in respect of the Scheme,

(b} at the request in writing of either the RE or the Custodian the Member
musl execute separate Powers of Attorney in a form reasanably
required by the RE or the Custodian appointing the RE and/or the
Custodian as its attorney for the purpose of this clause.

(c} any attorney may exercise its nights notwithstanding that the exercise of
the right constitutes a conflict of interest or duty;

202  each Member indemnifies and shall keep indemnified any atlorney against any
iiability, loss, cosl, expense or Gamage arising from the lawiu! exercise of any
right by the attorney under the Power of Attorney

TITLE TO SCHEME FUND

211  Custodian to hold as agent of RE
The Scheme Property will be held in the name of the Custodian as agent for the
RE on the terms and conditions as detailed in the Custody Agreement.

THE REGISTER

221 Keeping registers
The RE must establish and keep a register of Members, and if applicablg, the
other registers required by the Law.

22.2  Information in registers
To the extent applicable, the Regisier must be kept in accordance with, ang
comfain the information required by the Law. Otherwise, the RE may decide
what information is included in the Register lf the Law applies, the RE has the
powers conferred under the Law in relation to the Register.

22.3 Changes
Every Member must promptly notify the RE of any change of name or address
and the RE must alter the Register accordingly,

NOTICES

231 Anotice or other communication connected with this Constitution has no iegal
effect uniess it is in writing.

23.2  In addition to any other method of service provided by faw, the natice must be:
(8)  sentby past, postage prepaid, to the address for the Member in the RE's

register of interests;

(b} sent by facsimile to the facsimile number of the Member; or

(c)  olherwise deliverad including via emall, at the address of the addressee

of the Member as is subsequently notified.

23.3 A notice must be treated as given and received:

(a) if sert by post, on the 2nd Business Day (at the address to which it ig

- 33 -
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24

25.

sBOIFL
S601FM
SE01FR

sBC1FS

28.

SB01GC(1)

posted} after posting;

{b)  if sent by facsimile or electronicaily before 5.00 p.m.on a Business Day
at the place of receipt, on the day it is sen{ and otherwise on the next
Business Day at the place of delivery.

Despite clause 23 3(ii) a facsimile is nol treated as given or received unless at

the conclusion of the transmission the sender's facsimile machine issues 3

transmission report which indicates that the relevan! number of pages

comprised in the notice have been sent.

Anotice sent or delivered in a manner provided by ciause 23 2 mus{ be treated

as validly given to and received by the party to which if is addressed sven if:

(a)  the addressee has been liquidated or deregistered or is absent from the
place at which the notice is delivered or to which it is sent; or

(b} the notice is returned unclaimead

Any notice by a party may be given and may be signed by the solicitor for the

party.

Any notice to a party may be given to the solicitor for the party by any of the

means listed in clause 23.2 {o the solicitor's business address or facsimile

number as the case may be.

LIABILITY OF MEMBERS

{a)  The liability of each Member, whether actual, contingenl or prospective,
is fimited to the unpaid lssue Price of his/her/its Units except if the RE
and the relevant Member agree otherwise in writing that (he liability of a
Member may be further iimited or waived.

(b) A creditor or other person claiming against the RE as trustee of the
Scheme has no recourse against a Member and no Member is
personally liable to indemnify the RE, any creditor of the RE or any
person claiming against the RE in respect of any actual, contingent,

prospective or other liability of the RE in relation to the Scheme

RETIREMENT AND APPOINTMENT OF RE

251
25.2
25.3
254

The RE may retire as RE as permitied by s601FM of the Law

The RE must retire when required by s6G1FM of the Law.

It the RE changes the former RE must comply with s801FR of the Law.

The rights, obligations and liabilities of a former RE are as detailed in s601 FS
of the Law.

CHANGING THE CONSTITUTION

26.1

This Constitution may be modified or repealed or replaced with a new
Constitution:

(a) by special resolution of the Members of the Scheme;

Ims/1582bam
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$6801GC(2)

5601GC(3)

26.2

or

(b) by the RE if the RE reasonably considers the change will not adversely
affect Members' rights.

In the event the RE wishes 1o change the Constitution the RE must:

(a) lodge with the ASIC a copy of the modification orthe new Conslilution;

(b) the modification, or repeal and replacement, cannot take effect until the
copy has been lodged;

(c) the RE must lodge with the ASIC a consolidated copy of the Scheme's
Constitution if the ASIC direcis it to do so:

The RE must send a copy of the Scheme's Constitution to a Member of the

Scheme within seven (7) days if the Member:

()  asks the RE in writing for the copy; and

(b)  pays any fes (up to the prescribed amount) requirad by the RE,

STATEMENTS, ACCOUNTS AND AUDIT

211

272

27.3

274

275

Appointment of auditors

i

{a) The RE must appoint an Auditor io regularly audit the accounts in
relation to the Scheme and perform the other duties required of the

Scheme's auditors under this Caonstitution and the Law.

-~
o
Pt

The RE must appoint an Auditor of tha Compliance Plan (as defined in

section 801HG of the Law)

Retirement of auditors

The Scheme Auditor and the Compliance Pian Auditor may each refire or be

removed in accordance with the Law.

Remuneration of Auditor

The remuneration of the Scheme Auditor and Compliance Plan Auditor wil

each be fixed by the RE.

Accounts and reparts

{(a) The accounts of the Scheme must be kept and prepared by the RE in
accordance with applicable Accounting Standards and the Law.

(b The RE must report to Members concerning the affairs of the Scheme
and their holdings as required by the Law. Subject to the Law, the
person preparing a report may determine the form, content and timing
of it.

Audit

The RE will cause:

(a) the Scheme Audilar to audit and report on the Scheme's accounts;

(b) the Compiliance Plan Auditor to audit and report on the Compliance
Plan,

- 35 =
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28

§2525(4)

S252R(2)

s262R(3)

s252W(2)

S25IW(3)

5252Y(2)

$2522(55

5253K(2)

29

gach in the manner requireg by the Law.
MEETINGS OF MEMBERS

281  Convening Meetings

The RE may at any time call and convene a meeting of Members and must call
and convene a meeting of Members when reguired to do so by the Law.
28.2  Calling and holding meetings

(a)

(b)

A notice of meeting sent by post is taken to be given the day
afier it is detivered.

If, at any iime, there is only 1 Member of the Scheme, the quorum for a
meeling is 1 in all other cases the quorum for a meeiing is 2.

If an individual is attending a meeting as a Member and as a body
corporate representative, the RE may in determining whether a quarum
's present, count the individual more than once.

A proxy is not entitled to vote on a show of hands

A proxy is entitied to speak and vote for a Member (to the extent
allowed by the appointment) even if the Memberis present (but only so
long as the Member does not speak or vote, as the case may be).
An appointment of proxy:

{i) is valid even if it does not spacify the Member's address: and
(i) may be a standing one.

The RE may determine, in relation to a particular meeting ar generally,
that praxy documents may be received up to any sharter period before
the meeting.

A poll cannot be demanded on any resolution conceming:

(i) the election of the chair of a meeting; or

(i) the adjournment of a meeting.

OTHER ACTIVITIES AND OBLIGATIONS OF THE RE

29.1  Subject to the Law, nothing in this Constitution restricts the RE (or its

associates) from;

(a)

(b)

dealing with itself (a5 manager, trustee or responsible entity of another
trust or scheme or in another capacity):

being interesied in any contract or transaction with itself (as manager,
trustee or responsible entity of anather trust or managed investment
scheme or in another capagity} or with any Member or retaining for its
own benefit profits or benefits detived from any such contract or
fransaction; or

acting in the same or simitar capacity in refation to any other trust or
managed invesimant scheme.

- 36 -
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30,

31.

32.

29.2  Allobligations of the RE which might otherwise be implied by law are expressly
excluded to the extent permitted by law.
GOVERNING LAW

This Deed is governed by the laws of the State of Queensland. The RE and the
Members submit to the non-exclusive jurisdiction of courts exercising jurisdiction there.
ASIC INSTRUMENT

I relief from the provisions of the Law granted by an ASIC Instrument requires that thig
Constitution contain certain provisions, then those provisions are taken to be
incorporated into this Constitution al ail times at which they are required to be included
and prevail over any other provisions of this Constitution (o the extent of any
inconsistency. However, if the relief is granted by Class Order (rather than specifically
in relation to the Scheme) then the AS IC Instrument (and the provisions It requires) wil
only be taken to be incorporated if the RE declares in writing that this is ihe case.
UNCONTROLLED EVENTS

To the extent permitted by law, if the RE is prevented fram performing its duties under
this Constitution or the law due to the occurrence of an Uncontrolled Event then the RE
is nol liable to the Members and nor is the RE liable for any loss or decrease in value

af the Scheme Property.

jms/1582bam
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EXECUTED AS A DEED at the Gold Coast, Queensiand:

GIVEN wunder the Comman Seal of LM )

by authority of a resolulion of the Board of ) Dire
Directors under the hands of two Directors who )
certify that they are the proper officers o affix this )
seal and in the presence of: )

)

} Director

- 38 -
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SUPPLEMENTAL DEED POLL

DATE (6 AhY 2010

PARTIES
LM Investment Management Limited ACN 077 208 461 of Level 4, RSL Centre, 9
Beach Road, Surfers Paradise, Queensland 4217 (Responsible Entity)

BACKGROUND

(A) The LM First Mortgage Income Fund ARSN 343 (Trust) was ished under a

constitution dated 24 August 1999 made by Resp te Entity, as ed,
{B) The Respansible Entity is the responsible entity of the Trust.
(<) 26 of e Responsible
may m of the Trust,
to law ).
(D) On 16 May 2012 the Members of the Trust res  d by special resalution to modify the
Constitution in accordance with the provision; of deed,

(E) The R le En y ff g a supplemental
Oeed. b to 2 ; endments to the
Consti not e 3 C,

OPERATIVE PROVISIONS

1.

INTERPRETATION

A term defined in the Canstitution has the same meaqing In this deed unless it is defined
differently in this deed.

AMENDMENTS TO THE CONSTITUTION
The Canstitution is modified in the manner set out in Schedule { to this deed.
EFFECTIVE DATE

The amendments to the Constitution set out in schedule 1 to this deed will take effect on
the later of:

(2)  the date that a copy of this deed is todged with ASIC, and

(b) t € Trust resolve by s al resolution to confirm the
ti May 2012 to modify Constitution in accordance
s

{such date being the Effective Date).
BINDING PROVISIONS

The provisions of this deed are binding on the Responsible Entity, each Member and all
persons claiming through them as if each were a party to this deed.

AUSTRALIA\ILW\219218824.13
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6.1

6.2

NO RESETTLEMENT

Other than as expressly amended by this document, the Constitution is unchanged and
the amendments to the Constitution made under this deed do not constitute a
resettiement of the trust which has been established under the Constitution.

GENERAL

Gaverning law and jurisdiction

(8)  This deed is governed by the laws of New South Wales,

{(b)  Each party Irrevocably submits to the non-exclusive jurisdiction of the courts of
New South Wales.

Further actions

The Responsible Entity must do all things and execute all further documents necessary to
gtve full effect to this deed.

EXECUTED as a deed poll.

EXECUTED by LM Investment
Management Limited ACN 077 208 461

in accordance with section 127(1) of the

Signature of director Signature®of directoniceeratary

SMors TTRWER.

ECHALD o E2 Howighy

Name

Name

AUSTRALIAILW\ 219218824, 13
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1.

SCHEDULE 3
Amendments to the Constitution

NEW CLAUSE 9A

With effect on and from the Effective Date, the Constitution is amended by inserting a new clause
9A (Transfer Facility) as follows:

"9A TRANSFER FACILITY
Definitions
9A.1 in this clause 94, unless the context indicates otherwise:

Actual Unit Sale Price means, as at any Trigger Date for a Unit Sale Program, the price
per Unit calculated in accardance with the following formula:

{NP x BP} + NID - SD
{Bv

where:

NP means the amount in the Net Proceeds Account as at that Trigger Date,

BV means the Book Value of the Sale Assets whose sale contrlbuted to the Net
Proceeds held in the Net Proceeds Account as at the lnvitation Date of that Unit
Sate Program,

BF means the Book Price of a Unit as at the lnvitation Date of that Unit Sale
Program,

NID means the Net Income Distributions as at that Trigger Date divided by the
number of Sale Units (where that number is as adjusted under clauses 9A.4,
SA.21, 9A.22 and 9A.23),

SD means the duty (if any) payable to any Office of State Revenue on the transfor
of a Unit under the Transfer Facility as at the Liquidity Date for that Trigger Date;

Assel Sale Program means the program for sales of Assets of the Scheme determined by
the RE from time to time;

Assets of the Scheme means ail assets of the Scheme including the properties over
which the RE holds a mortgage or other security for the loans that are assets of the
Scheme but (for the avoidance of doubt) excluding all Held Cash and all amounts held on
trust for Buying Members under clause 9A.18(a);

Available Hoid Income Resarve has the meaning given to that expression in clause
SA. 14,

Available Sale Income Reserve has the meaning given to that expression in clause
9A.13;

Base Unit Sale Price means, for any Unit Sale Program, the price per Unit calculated in
accordance with the following formula:

(NP x BP)
(Bv

where;

NP means the Expected Net Proceéds from the Sale Assets as at the Invitation
Date of that Unit Sale Program,

AUSTRALIA\ILW\219218824.13
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BV means the k Value of those Sale Assets as at the Invitation Date of that
Unit Saie Progr

ap ns the Book Price of a Unit as at the Invitation Date of that Unit Sale
Pro N

k Price of a means, as at any ("Calculation Date”), the price ¢ ed in
rdance with t ilowing formula as last Valuation Date priar to that ation
NFV
NOU

where

NFV means the Net Fund Value as at that Vaiuation Date,
NOU means the number of Units on Issue as at that Calculation Date;

k Value s, for any Sate Assets a ("Ca D
e Sale A as recorded in the boa eme he
recent audited accounts of the Scheme iss hat on ,

account any provision made in refation to th

Buying Member has the rmeaning given to that expression in clause 9A.7;

B Me r's Prop of the Units has the meaning, for any Buying
M , Qiv that exp in clause 4;

De Fa S faciiity ag dated 1 July

ma In m in its capa esponsible entj

the eu ra ;

Disposal Units has the meaning, for any Unit Sale Program, given to that expression in
clause 9A.20;

Distributabie Net Proceeds has the meaning, given to that expression in clause 9A.11;

Distr on Date means, for any Trigger in a Unit Sale Program, the Business Day
imme ly following the Liquidity Date for Trigger Date;

expects to ive
ducting all of
;
Saje Di t means, for any 1 trment Allocation Request, the fraction
as a per e) caleulated in acco ce with the foliowing formula:
BY - NP
BV
where:

e from the Sale Assets as at the Invit n
R est,
e le Assets as at the Invitation Date of t

Facility Accounts means the Net Proceeds Account, Sale Asset Income Account and Hoid
Asset Income Account;

AUSTRALIAVILW\219218824,13
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Final Completion Date means, in relation to any Unit Sale Program, the on which
the sale of all of the Sala Assets relating to that Unit Sale Program has been leted;

Held Cash has the meaning, as at any Trigger Date, given to that expression in clause
9A.26(d);

Hald Assets means all Assets of the Scheme that are not Sale Assets;

Asset Income as, for any Unit Sale Program, the net i e received by the RE
the Hold Assets the Invitation Date for that Unit Sale P m;

Hold Asset Income Account means the account into which the Hold Asset Income is
credited under clause 9A.10;

Invitation Date means, in relation to any Unit Sale Program and any Investment
Aliocation Request, the date of the Investment Allocation Request that initiated that Unit
Sate Program;

Investment Allacation Request has the meaning given to that expression in clause
9A.2;

idity D me for any Trigger Date in 3 Unit Sale Program, the 5th Business Cay
that Tr riD

Member Election has the meaning given to that expression in clause 9A.3;
Net Income Distr ioRts means, as at any date, the amount heid as at that date in the
Avaliable Sale Inc Reserve pfus the :mount held by the RE as at that date in
accordance with the directions under clauses 9A.17 and 9A.18 in respect of distributions
out of the Available Sate Income Reserve to Members;

the net cash eeds received by the RE from the sale

g all costs of (including al brokerage, marketing ex
Net Proceeds Account means the account into which the Net Proceeds are credited

under clause 9A.10;

Offer Closing has the meaning, in relation to any Investment Allocation Request,
given to that ex ion in clause 9A,3;

Office of State Revenue means the Office of State Revenue of Queensland and any
similar office in any other State or Terrltory of Australia;

Pro Rata Buyer Proportien has the meaning given to that expression in clause 9A.20;
Pro Rata Seller Broportion has the meaning given to that expression in clause 9A.20;

Release Date means the third ann ary of the date on which this clause 9A comes into
effect or such earlier date (if any} a RE dttermines;

Sale and Purchase Notice has the meaning giver to that expression in clause 9A.20;
Sale Assets ns, for any Unit Sale Program and any investment Allocation
the assets id ed in that Investment Allocation Request as the Assets of the

that will be sold for the purposes of that Unit Sale Program under the Asset Sate Program
(as adjusted under clause 9A.9);

AUSTRALIAVLW\239218824.13
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Sale

for any Unit S ogram, the net i received by the RE
from | ;

e Invitation Da that Unit Sale P ;

i =t

Sale Asset Income Account means the account into which the Sale Asset Income is
credited under clause SA.10;

Selling Member has the meaning given to that expression in clause 9A.6;

ing Member's Disposal Units means, for any ng Member and any Unit Sale
ram, the Disposal Units for that Unit Sale Prog that are held by that Selling
Member;

ing Member's Sale Units has the meaning, for any Selling Member and any Unit Sala
ram, given to that expression in clause 9A.22;

Transfer Facility means the process for the sale and purchase of Units set out in this
Clause 9A;

Trigger Date has the meaning, for any Units Sale Program, given to that expression in
clause 9A.20;

Unit Sale Program means a program for the sale and purchase of Units under the
Transfer Facility that is initiated by the issue by the RE of an lnvestment Allocation
Request under this clauss 9a,

Mernber Election

9A.2

9A.3

9A.4

At any time the RE may g nolice to the Members (Investment Allocation Request)

inviting each Member to n the RE:

(a) whether it wishes to sell its Units under the Transfer Facility or to continue to hold
them, and

(b) If it wishes to sell its Units, the percentage of its Unit Holding that it wishes to sell
{which may be 100% or such lesser percentage as the Member notifies the RE),

The RE must specify in the Investment Allocation Request:

(a) th r Closing Date) by which the Member's notice (Member Election)
m ed, which must not be less than [20} Business Days after the
in ;

(b) the Sale Assets:
{c) the Base Unit Sale Price; and

(d) the Expected Sale Discount.

Natwithstanding any other provisian of this clause 9A:

(a) a 5
th
th
th

{b) the RE at any time a Me in
REisw to sell all o of it ee
notice that the Member wishes to hold nit a

AUSTRALIA\ILW\218218824.13
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9A.5

9A.6

9A.7

SA.8

9A.9

Buying Member, if the Member cannot provide satisfactory evidence of the
Member's title or authority to deal with the Unlts which it wishes ta sell,

If 8 Member does not give the RE a Member E by fer Closing Date it will be
deemed to wish to hold all of its Units for the pu of t nsfer Facility.
hich that to dispose of all or
its is of its ich It has elected to
s adj and
E Election that it wishes to hold all or any of
d his clause 9A to wish to hold its Units) is a
th :
(a) which it wishes to hold {or s deemead under clause 9A.4 to wish to hold), or
(B) which are atherwise not transferred under this clause $A due to any adjustments

under clauses 9A.21, 9A.22 and 9A.23.

A Member Election:

(3) at r Mem to sell the Units
El and in rdance with the

§)

(b) will be taken to have been accepted by the Buying Members on the terms and in
accordance with the procedures {including adjustments) of this clayse 9A (and In

2] in hich the RE
es to w RE issues a
Py of t it

(c) will be binding an that Member in relation to the number of its Units that it elects
to sell in its Member Election (as adjusted under clauses 9A.4, 9A.21, 9A.22,
SA.23 and 9A.43).

After the Offer Closing Date specified in
exclude one or more assets from the Sa
Request if the RE considers that the net
y to be sufficient to fund the paymen
are confirmed for sale in the Membe
noted in this clause 9A),

Net Proceeds and Income Accounts

9A.10 The RE will:

{a) establish a separate account in its bo r each Unit Sale Pro for each of (1)
the Net Proceeds, (2) the Sale Assat @, and (3) the Hold Income
relating to that Unit Sale Program;

(b)Y credit amounts received in respect of the roc . the Saje Asset Income, and
the Hold Asset Income for Unit Sale Pro to respective accounts for that

Unit Sale Program as and when those amounts are received; and

(<) apply the amounts held in those accounts consistently with the reguirements of
this clause 9A.

AUSTRALIAVLWAZ19218624.13
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Allocation of Net Proceeds

9A.11 The RE may at any time and from time to time as it considers fit allocate the balance at

S5A.12

that time in the Net Proceeds Account to the following reserves:

(a) all amounts then payable or repayable under the Deutsche Bank Facility Agreement
in relation to the Sale Assets from which the Net Proceeds then held in the Net
Proceeds Account have been derived,

(b) the amount required for redemption of Units permitted by ASIC on "hardship”
grounds,

(c) the amount required to pay distributions to Members previously determined by the
RE but not yet patd,

(d) the amount required for feeder fund payments for distributions and expenses
aliowed under the Deutsche Bank Facility Agreement,

{e) the amount that in the RE's opinion should be in cash rve for any
Liabilities (including operational costs, provisions continge s} or other
purposes, and

() the amount of the Net Proceeds that is available (after the amounts
referred to in paragraphs (a) to (e) above) for di to Members
(Distributable Neat Proceeds),

The RE may at any time and from time to time as it considers fit apply out of the Net
Proceeds Account any amount creditad to a reserve referred to in paragraphs 9A.11(a) to
(e) above towards the payments contemplated by that reserve,

Allocation of fncome

9A.13

9A.14

Subject to clause 9A.15, the RE may at any time and from time to time as it considers fit:

{a) allocate the balance at that time in the Sale Asset Income Account to any of the
reserves noted in paragraphs (a) to (e) of clause 9A. 11,

(b) apply any amount so credited to any of those reserves towards the payments
contemplated by that raserve,

{¢) allocate the balance afrer such alloca and applications to a reserve for
distribution to Members (Available ;aie me Reserve), and

(d) out bi in any

opin di ssi m to

lities e in ct of

Subject to clause 9A. 1S, the RE may at any time and from time to time as it considers fit:

(a) allocate the bafance at that time in the Hold Asset Income Accourt to any of the
reserves noted in paragraphs (a) to {e) of clause 9A.11,

(b) apply any amount so credited to any of those reserves towards the payments
contemplated by that reserve,

{c) allot the balance after such allocations and ons to a3 reserve for
distr  ion to Members (Available Hold Income , and
10
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(d) d out the Av  ble Hold Income Reserve in cash any
a opini should  distributed to Members to assist them to
p ities ected to be incurred on distributions in respect of

the Hold Asset Income.

9A.15 ed t the Hold Asset Account
er t e Distributabile I untit it is

Di 1
9A.16 Where an amount is distributed to Members under this clause 9A, the determination of
er of i r income will not be affected by the
ng ou of the accounts referred to in clause

or cla 1.

Distribution Directions

9A.17 Each Selling Member irrevacably directs the RE:

(a) on ts distributed to it out of the Iable Sale Income
or d Income Reserve (other n cash amounts
du or 9A.14) into & separate account of the RE to be

held (together with any interest earned on those amounts) on trust for that Selling
Member; and

(b)  to pay those amounts (together any interest earned on t ts) on its
behalf upon completion of the t fer of its Sale Units in with the
directions in clause 9A.28.

9A.18 Each Buying Member irrevocably directs the RE:

{a) to invest on its behalf all amounts distributed to it out of the Avallable Sale Income
e than dist ed u clause 9A.13}) into a separate
t RE to her any ‘est earned on those amounts)
t t Buyi

(b) to pay those amounts (together with any interest earned on t amounts) o its
behalf upon comptetion of the transfer of Sale Units to it in rdance with the
directtons in clause 9A.28;

{c)  to reinvest all distributions made to it out of the Available Hold Income Reserve

before the Release Date (other than cash amounts distrib under clause )
by way of application for additional Units in the Scheme r, and on the s
of, clause 12.6 on the basis that, for the purposes of that clause, the RE is deemed
to invited the Buying to make that rei ment, and the Buying
Me is deemed to have a that reinvestment and

(d) to pay or apply all distributions made to it out of the Available Hold Income
Reserve on or after the Release Date in accordance with clauses 11 and 12 as
applying at that time,

9A.18 Each Member irrevocably directs the RE to distribute on each Distribution Date the
Oistributable Net Proceeds as at that date to the Members in accordance with this clause
9A pro rata to their Unit Holdings as at that Pistribution Date.,

Sale and Purchase of Units

9A.20 On a nal Co t m, and on
sug r he RE ( ger Date)
the { Purch s
1

AUSTRALIAVILWAZ15218824,13
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9A.21

9A.22

9A.23

(a)

(b)
(¢}

(d)

(e)

{d)
(e)

(a)

{b)
()

Th
rel

by

n t nfirmed for sale in Member Ele {as

s e not previously been transferred the

5 th inv n for that Sale Program
(and excluding Member Elections rejected u cl 9A.4) (Di al Units),

the amount of the Distributable Net Proceeds as at the Trigger Date,

the num of Units to be and purchased (as whole Units) under this clause
9A in re n to those Me Elections

where is calculated ect to

by divi unt of the Di table

the Actual Unit Sale Price as at that Tri 19

whole Unit,

the proportion of each Selling Member's Disposal Units as at that Trigger Date that

d un his
22), et
by ng

adjusted under clauses 9A.4, 9A.21 and
down under clause 9A.22) by the number
expressed as a percentage,

r

a
cla 9A.4, ) 22 by the number of all Units held by Buying
Me rsas a T er . ed down to two decimal points,
the Liquidity Date for that Trigger Date, and
the Distribution Date for that Trigger Date,

9A foraT e
se {c) for e U
or | to the f

the number of Sale Units as at that Trigger Date will be deemed to be the number
equal to the balance of the D  sal Units that Unit Sale Program then
remaining unsotd (whether under Unit Sale fam or otherwise);

the Pro Rata Seller Proportion will be deemed to be 100%; and

the amount of the Distributable Net Proceeds that is attributable to the number of
Sale Units that is greater than the number of Disposal Units will be realiocated to
the cash reserve referred to in clause 9A.11(d).

of
Tri
gt

that Trigger Date (whether under the

Seller t adjusted (where appl
the ne w Unit. The number of
ced to any such adjustment
Units e he sum of all of the Sel
In addition to the adjustment under clauses 94.21 and any roun down under clause

9A.22, and without limiting clauses 94.34 and 9A.37, the RE may ce the number of a

12
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Selling Member's Sale Units for a Trigger Date by any number (incfuding 1o zero) If the RE

is t ta the
ea an s in
any if t fling
erD in
{a) le r Date
S
in

(b) the principle that priority should be given to Member Elections in terms of the
chronological order in which they have been received by the RE, and

(c) such other factors as in the RE's opinion are relevant to the potential material
adverse financial effect on the Scheme in relation to which such reduction is
necessary.

9A.24

cimal points .

9A.25 The amount of the Distributabie Net Rroceeds that is attributable throughn the calculations
in clause 9A.20 to:

(a) any fraction of the Selling Member's Bisposal Units that is exciuded from the
Selling Member's Sale Units by the rounding down in clause 9A.22,

(b) any fraction of a Unit that is excluded from the Sale Units by the rounding down in
clause 94.20(c), or

(¢} any Unit that is excluded fram the Sale Units by a reduction under clause 9A.23,
will be reallocated to the cash reserve referred to in clause 9A.1 i{e).

9A.25 On each Trigger Date in a Unit Sale Program a binding agreement wiill be deemed to have
come into effect between the Members under which:

(a) each Selling Member agrees to sell its Selling Member's Sale Units as at that
Trigger Date to the Buying Members for that Unit Sale Program, allocated between
them in accordance with the Pro Rata Buyer Proportion for that Trigger Date, and

{b) each ing s to buy from Seliing Members its Buying Member's
Prop n of as at that Tri Date,
in each case:

(3] at a price per Unit equal to the Actual Unit Sale Price as at that Trigger Date,

(d) on the basis that:

(i) at Campletion ali amounts held for Selling Members in accordance with
lause 9A.17 in respect Units as at that Trigger
will be applied in acco the directions in
13
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(i) s of capital
) ger Date
tri :
(e) co to occur on the Liquidity Cate for
Tri of the price for the Units will be
on .
{f) on at ea mber appoints the RE Jts attorney to ete the sale
an on it alf ‘with full authority to do so as specifically
de use 9
(9) on the basis that each Sefiing Member warrants to Member and to the
RE that, at the time of completion of the transfer u t 5€ 9A;
(i) the Selling Member's Sale Units will be fully paid and free from all
m . u nces, pled rity interests and
ot i o kind, whe r or otherwise, and
re i
(i) ty el its Selling Member's Sale
ht d attaching to those Units)
er T y, and
(h) otherwise on the terms and conditions of this clause 9A.

Completion of Sale and Purchase

9A.27

9A.28

Each Member directs the RE to take ail steps, i execute liver all documents
{whether under zeal or otherwise) and make all ts, in the of and on behalf of
the Member, that the RE considers necessary or desirable to confirm and complete any
sale and purchase of Units that is referred to in clause 9A.26,

Without limiting clause 94.27:
(a) Member cts the RE to the Buying M s (or as they

the Held h ateributa its Sale Units as relevant Trigger

(b) each Buying Member directs the RE to apply the Distributable Net Proceeds that

a to it on a on Date rd 9A.18 (i ing any

a uted to it of its B Me r's Propo of the Sale

U amount h n relation o its Units in accordance with its

d ns in se 9A.18 and all Held Cash distrib to it in accordance with the
S Mem directions under clause SA.2B(a) rds:

(i) payment on that date of the price payable by It under clause 9A.26 for
those Units until that price is paid in full, and

(i1} payment on that date to the relevant O of State Revenue of any duty
payable by it on the transf i of those U

and to est any remaining surplus by way of application for additional uUnits in
the Sc¢ under, and on the term 1

f th the RE is de e

rein and the Buyi s

nto

These directions are irrevocabie.

14
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9A.29 The RE must register each ¢ r of Units completed in accordance with clause 9A.26 on

the Liquidity Date for the re| Trigger Date.

Appointment of RE as attorney

9A.30 Without limiting clause 20, each Member appoints t a er,
attorney or substitute pu nd
agent with the right ng all
documents {whether u all payments, in the name of and
on behalf of the Mem| sale and purchase of Units under

9A.31

9A 32

SA.33

this clause 94, includi

(a) to determine as it sees fit (consistently with the agreement set out in ¢lause
9A.26) the particular Sale Unlts that are to be rred on completion by a
particular Selling Member to a particular Buying M

{b) to execute and deliver on the Liquidity Date on behaif of the both the refevant
Selling Member and the relevant Buying Member ail instruments of transfer of
Units necessary or desirabie to give effect to that determination;

{c) to pay to a Selling Member on the Distribution Date the price payable to that

Selling Member under ¢lause 9A.26 aut of the distributions it is directed by the
Buying Members to apply towards that purpose under claus .28;

(d) to pay to each relevant Office of State Revenue on behalf of levant Buying
Member any duty payable by that Buying Member on the tr of Units to it

under the Transfer Facility; and

(e} to enforce on behalf of any Member at the cast of the Scheme any of its rights
under the Transfer Facility (including in relation to any breach of the warranty set
out in clause 9A.26(g)).

At the request in writing of the RE a Member must execute separate powers of ey in
a form reasonably required by the RE appointing the RE as Its attorney for the es of
this clause.

Any attorney may exercise its rights under clause 9A.30 or any power of attorney executed
under clause 9A.31 notwithstanding that the exercise of the right constitutes a confiict of
interest or duty.

Each Member indemnifies and shail keep indemnified ea & ainst any lia
loss, cost, expense or damage arising from the lawful exer ) ht by the att
under clause 9A.30 or any power of attorney executed und ¢ 1.

Termination of Unit Sale Program

SA.34

9A.35

Notwithstanding the other provisians of this clause 94, if at any time the RE cansiders that
it Is not in the best interests of Members to continue to imp t the Transfer Facility in
relation to a particular Investment Allocation Request issued this clause, the RE may
terminate the Unit Sale Program initiated by that Investment Allocation Request by a
determination to that effect.

Upon making any such determination under clause 9A.34:
(a) all notices, elections, agreements and other steps taken or deemed to have
occurred under this clause 9A in relation to that Unit Sale Program will cease to

have effect except for steps relating to transfers of Units which have been
completed under this clause before the determination was made, and

15
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{b) Hocat in,
back the e
they Id h

SA.36 A determination in relation to a Unit Sal
implementation of any other Unit Sal
determination under clause 94.34 does
under clauses 11.3 or 12.{ in relation
Distribution Period and does not affect
Income under clause 12.3.

Acknowledgements and authorities

9A.37 Without lim g any of its rights,
this clause it is expressly ack
authorised to initiate ang implement
Investment Allocation Requests and Sale
S0 may or will result in a material ady
relation to the tax treatment of the Sche

9A.38 The Buying Members authorise the RE to int itself or the dian or such other
person as the RE determines as their nom to hold the Sale transferred to the
Buying Members under any Unit Sale Prog on their behalf in the name of the nomines

on such terms as the RE considers appro w

S9A.39

administering those options are expenses

Further Unit Sale Programs

SA.40 The RE may from time to time iésue a further Investment Alloca d use
9A befare the Final Completion Date for an earlier Investment Al t ded
that:

{a) the assets identified for sale in the further Investment Allocation Reguest do not
include assets that comprise Sale Assets in any eartier Investment Allocation
Request;

{(b) )
al

any adjustment under clauses 9A.21, 9A.22,
9A.23 or 9A.43);

{c) the sale and purchase of Units resulting from that further Investment Allocation
all steps relating to it) wil) be taken to be a separate Unit Saie
r this clause 9A;

(d) the RE must establish separate Facility Accounts for each Unit Sale Program; and
(e) each of the definitions in clause 9A.1 will apply separately in relation to each Unit

Sale Program by reference to the Investment Allocation Request, Sale Assets,

16
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Member Elections Trigger Dates and other elements of and steps in that Unit Sale
Program,

Withdrawal Notices

SA.41 Allw
on w
ASIC

9A 42

a main unpro d as the date
t hdrawal No permitted by
ot s the ordingly, a Memb
a ofits the Release Date
Cc hards

Adjustment of Member Elections

9A.43 A Member may at any time by notice to the RE ask the to adjust its ber Election
for a Unit Sale Program by increasing or ing {as se t in the Mem noticey the
percentage of the Member's Unit Holding wishes to

{a)

(®)

(d)

(e)

"

The RE may accept (in whole or i part} or reject any such request in its absolute
discretion,

If the RE decides to accept the request (in whole or in part) it may only do s0 in
accordance with and to the extent permitted by this clause 9A.43.

The RE may not reduce the Member’s Election in a way that would affect the sala
of any Units that have already, as at the date of

b sotd under Unit Program o

r Unit Sale Pr m ho in a Sale a

h justment Date,

The RE may not increase the Member's Election in a way that would increase the
humber of Sale Units for that Program notified in a Sale and Purchase
Notice issued on or before the t Date.

Where a Member wishas to increase the percentage of its Unit Holding that it
wishes to sell in a Unit Sale Program, and distributions have been made, between
the Invitation Date for that Unit Sale Program and the Adjustment Date, out of the
Available Sale Income Reserve or Available Hold Income Reserve on Units which
would be included in that Member's Dispasal Units if the RE accepted the Member's
request (Additionat Sell Units):

(i) the Actual Unit Sale Price for that Member's Sale Units in that Unit Sale
Program must be reduced to the extent necessary o ensure that the RE js
able to implement the Transfer Facility for other Members in accordance
with principles on Unit value and cash payments an Completion set out
in th  ther clauses of this clause 9A as if the Additional Sell Units had
been  luded in that Member's Eiection for that Unit Sale Program when it
first gave that Member Election to the RE, and

(i) the RE must take ali other steps necessary to put the Members into the
Po  onon and from the Adjustment Date that they would have been
he  ditional Sell Units had been included in that Member's Election
at Init Sale Program when It first gave that Member Election to the

RE.

Where a Member es 1o reduce the pe age of its Unit H that it wishes
to sell in a Unit Program, and dist ons have been between the

17
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D for S p and the Date, out of the
Sa  Inco e A Hoid Inc e on Units which
se  bhei that Member's Disposal Units if the RE accepted the

Member's request (Additional Hoid Units):

(1) the RE must deal {or
necessary to ensure th
been under this clause
9A.18) if the Additional
Election for that Unit Sal
to the RE, and

(it)

3w I m

Facilitating Implementation

9A.44 Notwithstanding any other provision

administrative difficulty when it implem
express guidance in this clause 9A, o
fFactor) the Members authorise the RE
desirable (including making adjustmants
Sale Units, or the calcuiations of the
distributions out of, the Facility Accoun
Facility for Members in a way that in the
in this clause 9A,"

2. NEW CLAUSE 3.34

With effect an and from the Effective Date, the Constitution is amended by inserting a new clause
3.3A as foliows:

"3.34A be
se
to

3. NEW CLAUSE 5.1A

With effect on and from the Effective Date, the Constitution is amended by inserting a new clause
5.1A as follows:

"5.1A anding e 5.1i(a), the RE not have power te, and must not, issue any
een the Business Day of a Periad and tite Distribution Date for that Sale
4. MODIFY CLAQSE 9.1

With ct on and from the Effective Date, the Constitution is amended by modifying clause 9.1{a)
o re s follows:

"8.1(a)

C &9 v o

18
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decimal places, and the interest of g Merber will include any interest re
such fraction of a Unit that the Member hpids."

13
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2 Documents to be attached

*  Acopy of the modification or the new constiution.
The modification, or ropaal snd replacemaeni,

cannol take elfact unlll tha copy has baen lodged.
OR

A consolidated copy of the scheme's constitution If directod to do so by ASIC.

Slg nature ¢ centify that the information in this fomm is trus ang complete,
This lorm must be signed by a director or ~ Name

gocrelary of Ihe responsible amity h—mo&ne Mulder

Capacity
x Diractor of responsible enlity

D Secratary of rasponsible entity
Signature

Mol

Date signed

L2 ) [ )3

!
D bl wm Moy Y}

Send complated and signed lormsg to: For more information
LOdgeme nt Australian Securitios and Invesiments Commission, Web www,asie.qov ay
GPO Box 8827 in your capital city. Nood help? oV s
Telaphone 1300 300 630
ASIC Form 5101 17 January 2011
APAC-#164D9480-v1
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paed /[ 0cmeEn 2017

Supplemental Deed

LM First Mortgage income Fund
ARSN 089 343 288

LM investment Management Limited
ACN 077 208 461

John Moutsopoulos

Norton Rose Australia

Level 18, Grosvenor Place, 225 George Straet
Sydney NSW 2000

Telephone: +61 2 8330 8166
www.nortonrose.com

Our ref: 2789191

A
NORTON ROSE
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Supplemental Deed dated 2 (& 0CToRER 20 (2

Parties LM investment Management Limited ACN 077 208 461
of Level 4, RSL Centre, 9 Beach Road, Surfers Paradise, Queensland 4217
(Responsible Enlity)

Introduction

A Byare e on  tfion
Commi n 10 i20 known
as LM First Mortgage Income Fund ARS
managed invesiment scheme and the R sible

enlity of the Schemae.

B 1 it n BO1GC{1)¢b) of the Law, the
0 S f it reasonably considers the
e r
c Atthe r st of the responsi ityo
Fund A 110 247 B75, the hole
511 and institutional Gurrency
868, the ution of the Scheme is

intent of See Through Voting provisions
conslilutions.

D onsible tyr iders he maodificalions to th tution
tobs m by tal de Il not adversely affect rs' rights.,

Operative provisions

1 Interpretation

it ed, any word
a used in this
iv

2 Operation of this deed

This deed takes effect as a supplementald  to the Constitution on the day it is lociged
with ASIC pursuant to section 801GC(2) of Law.

3 Amendments to the Constitution
3.1 Subject to clause 2, the Conslitution is modified by including the folfowing:

{a) Insert new definition into the Directory of Terms at clause 1.1:

10
L
“Feeder Fund”}”
APAC-#16438482-v1 @ Norton Rose Australia
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(b) Insert new clause 33 into the Constitution:

“33. See Through Voling Covenants

The Schem © ses and acknowledges the intent {o ee Through
Voting prov a dwithin Schedule 1 of the respec er '

constitution.”

3.2 The provisions of the Constitution are not otherwise affected.

4 Binding provisions
of su ental are bindi n the Re ibla Entity, each
p ns ng th them as ch were ¥ to this deed,
5 No resettiement

Nothing in this deed constitutes a resettiement or redeclaration of the Scheme.
6 Governing law

This deed is governed by and is to be construed according to the laws of Queensland.

Executed as a deed and delivered on the date shown on the first page

Executed by LM investment
Management Limited ACN 677 208 461
in atcordance with section 127 of the

Corporations Act 20071:
secretary Director
VETER,
Name y secretary ctor
(BLOCK LETTERS) (BLOCK LETTERS)
APAC.#16438482-v1 2 @ Norton Rose Australia
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LM Investment Management Ltd

LM First Mortgage
Income Fund

ARSN 089 343 288

Incorporating:-
> Flexi Account and Fixed Term Investment
> LM Savings Plan
> Currency Hedged Fixed Term Investment

> Product Disclosure Statement &
Application Form
Issued 10 April 2008

Australia’s Specialist Mortgage Trust Manager

ABN 68 077 208 461 Responsible Entity & AFSL No, 220281
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LM First Mortgage Income Fund ..........

Supplementary Product Disclosure Statement
30 October 2009

This is the Third Supplementary Product Disclosure Statement (“Third SPDS") that supplements the Product Disclosure Statement ("PDS”),
the First Supplementary Product Disclosure Statement (“First SPDS”) and the Second Supplementary Product Disclosure Statement (“Second
SPDS”) issued on 10 April 2008, 28 November 2008 and 3 March 2009 respectively for the LM First Mortgage Income Fund ARSN 089 343
288 (the "Fund"). Investors should read this Third SPDS together with the PDS, First SPDS and Second SPDS prior to investing in the LM
First Mortgage Income Fund.

Purpose of this Third SPDS

To provide updated information in refation to:-

> The Fund's credit facility with the Commonwealth Bank of Australia ("CBA").

The Fund’s borrowing has been renegotiated, with the financier granting an extension for repayment of the credit facility until 30 June
2010. The directors believe the Fund will be able to meet its remaining obligations under the repayment plan to the CBA through
repayment of existing loans and/or refinancing of existing loans with alternative financing providers, the continued support from the CBA
or the securing of altemnate sources of finance.

The section below headed “Borrowings of Fund” provides the fully updated details to references on the Fund’s borrowing as contained
in the Second PDS;

> The Fund and ASIC'’s Regulatory Guide 45 - “Mortgage Schemes — Improving Disclosure for Retail Investors”.

The Manager has updated the explanation of the Liquidity Benchmark and Withdrawals as these are affected by the priority position of
the Fund's repayment to the CBA and the lack of credit liquidity available in the property sector. This Third SPDS also updates investors
on how the Manager will communicate and provide ongoing access to investors for updated ASIC benchmarks and information on the
Fund.

Borrowings of the Fund
The section headed “Borrowings of the Fund” on page 1 of the Second PDS is deleted and replaced as follows:-

“There have been changes made to the Fund's borrowing and the following paragraph replaces:-

(i) the explanation of the Scheme Borrowing Benchmark on page 2 of the First SPDS;
(i) the second paragraph under the heading ‘Borrowing Risk’ on page 6 of the First SPDS; and
(iii) the second paragraph under the heading “Borrowings of the Fund” on page 7 of the First SPDS:-

‘Under the constitution the Manager may borrow against the Fund assets on terms and conditions acceptable to the Manager. The Manager
has arranged a line of credit facility with the Commonwealth Bank of Australia ("CBA"). This facility was put into place in order to allow the
Manager to take advantage of competitive commercial lending opportunities, or to assist the Fund with managing liquidity. As at 30 October
2009 the amount owing to the CBA was the fully drawn amount of $115,313,554 and the interest rate of the facility is variable and is priced at
4.5% above the Bank Bill Swap Bid Rate (BBSY). The facility is secured by a fixed and floating charge over the assets of the Fund, providing
the CBA as a secured lender with first priority over the assets and income of the Fund. The rights of investors to the income and assets of the
Fund are secondary to the rights of the CBA. The facility expires on 30 June 2010. If the facility is not repaid by 30 June 2010, the Manager will
seek a further extension of the facility from the CBA to enable any balance debt to be repaid. The facility will be repaid via cashflow generated
in the Fund. Repayment of the facility will take priority over most other cashflow needs of the Fund, and will take priority over most withdrawal
requests from members of the Fund. The facility may be varied from time to time in order to manage the Fund. Insufficient income generated
by the Fund to service the debt under the facility, increases in the bank interest rate or a refusal of the financier to extend the term of the facility
could cause the Fund to default on its loan.’

As the line of credit is fully drawn and being repaid in priority over most other cashflow needs of the Fund, the third paragraph under the heading
“Liquidity Risk" on page 27 of the PDS is deleted.”

LM Investment Management Ltd

GOLD COAST | SYDNEY | HONG KONG | AUCKLAND | LONDON | DUBAI | TOKYQ

www.LMaustralia.com > LM First Morigage Income Fund
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Liquidity Benchmark
In the Second SPDS on page 1 under the heading “Liquidity Benchmark” both paragraphs are deleted and replaced with the following:

“The Fund still continues to meet the Liquidity Benchmark outlined in ASIC's Regulatory Guide 45 - "“Mortgage Schemes — Improving Disclosure
for Retail Investors” released in September 2008. Curently, the Fund is required to repay the credit facility as a priority over most other
cashflow needs of the Fund, and withdrawals are suspended except for withdrawals under hardship provisions and feeder fund payments for
investor distributions and fund expenses. Therefore, the Manager has updated the explanation of the Liquidity Benchmark. The following
paragraph replaces the explanation of the Liquidity Benchmark on page 2 of the First SPDS:-

‘The Manager has cash flow estimates for the Fund for the next 12 months and as such meets ASIC’s liquidity benchmark guideline to have
cashflow estimates for the next 3 months. The Fund has fixed investment terms of 1 2,6, 3and 1 months. As most withdrawals are suspended
the Fund will have sufficient cash or cash equivalents (not including undrawn amounts under lending facilities) to meet projected cash needs
over the next 3 months. The Manager’s cash flow estimates for the Fund for the next 12 months contain a detailed schedule of managed loan
repayments to the Fund from its existing loan portfolio. Refer to page 4 of the First SPDS under the heading “Liquidity Policy” for further details.’

Withdrawals

In the Second SPDS under the heading “Withdrawals” on page 2, the second paragraph is deleted and replaced with:-

“The prevailing credit and liquidity constraints in the property and financial markets, and the Fund's obligation to repay its credit facility to the
CBA in priority to most other cashflow needs of the Fund, call for caution in the management of the Fund’s cashflow. In order to protect all
investments, the Manager has, as it determines, suspended withdrawals, with the exception of those approved under hardship provisions and
feeder fund payments for investor distributions and fund expenses, as the cashflow allows. A retum of liquidity to the Australian property sector
would positively assist with cash flow management and the repayment due to the CBA and would, over time, bring about a return to “nomal”
timeframes for investor redemption payments.”

In light of the above matters, in the First SPDS on page 4 under the heading "Liquidity Policy” the last sentence is deleted as payment of most
withdrawals is currently suspended.

Related Parties
In the "Related Parties” section on pages 7 and 8 of the First SPDS:-

(i)  The following paragraph replaces the eighth paragraph:-
*On 30 June 2008, the Manager assigned to the LM First Mortgage Income Fund, the rights and benefits of a $5,100,000 debt due
to the Manager from the LM Managed Performance Fund. The date for the repayment of that debt to the LM First Mortgage Income
Fund has been extended to 30 June 2010. The current interest rate payable on this amount is 10%pa and the debt equates to
0.84% of the total loan portfolio.”
and

(i) The following paragraph is added:-

“The Fund may, from time to time, sell or partially sell mortgage loans to other separate funds for which the Manager is also
Responsible Entity. Any such transactions are reviewed and conducted in accordance with the Fund's Conflicts of Interest Policy.
Currently there is one loan that the Fund has partly sold to the LM Australian Income Fund Currency Protected, with a current value
of $6,360 000.”

Related Party Transactions

The paragraph below replaces the paragraph headed “Related Party Finance” on page 8 of the First SPDS.

‘LM is the Manager of the LM Managed Performance Fund. The LM Managed Performance Fund, in its own right, has second mortgages
behind loans that are first mortgages of the LM First Mortgage Income Fund. At 30 September 2009 the LM Managed Performance Fund has

9 such second mortgages in the total amount of $48,876,841. In each instance, the LM First Mortgage Income Fund has entered into a Priority
Deed to protect its own first mortgage position with the borrower as part of normal loan documentation procedures.”

ASIC Benchmarks & Any Updated Information
Apart from the current financial report for the Fund, updated information in relation to the Fund that was previously provided on the Manager's
website will now be provided to investors via direct communication from the Manager. Therefore, references contained:-
() inthe First SPDS
a. Page 2 under the heading "ASIC Benchmark Disclosure for Investors” paragraphs 3 and 4; and
b. Under the “Portfolio Diversification” benchmark the second sentence; and
(i) inthe PDS page 13 under the paragraph headed “Updated Financial and Other Information”

are updated as follows:-

The Manager will notify investors in the Fund of any material adverse information in relation to the Fund. This will include such information that
relates to the ASIC benchmarks. Information relevant to the Fund that is not materially adverse and that is subject to change from time to time
will also be updated by the Manager via direct communication to investors. This will include information that relates to the ASIC benchmarks
such as information on the nature of the Fund's investment portfolio, including details of loans, whether the Fund invests in other unlisted
mortgage schemes and the conditions of such investment. A paper copy of any updated information will be given to investors without charge
on request.
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PORTFOLIO UPDATE FOR THE LM FIRST MORTGAGE INCOME FUND
AS AT 30 SEPTEMBER 2009

Below is updated information in relation to the Fund'’s assets.

Consolidated Assets

Consolidated assets of the LM First Mortgage Income Fund, the LM Wholesale First Mortgage Income Fund, the LM Currency Protected
Australian Income Fund and the LM Institutional Currency Protected Australian Income Fund are $617,026,849

Assets of the LM First Mortgage Income Fund
> Adiversified portfolio of Australian registered first mortgages over commercial, residential, industrial, retail and vacant land; and
> Interest bearing cash investments.

LM First Mortgage Income Fund Asset Allocation

B Registered First Mortgage Securities 97.92%
. Cash 2.08%

Asset Allocation Guidelines No. of Loans Value () Actual (%)
Registered First Mortgage Securities 48 604,195,441 97.92
Cash N/A 12,831,409 2.08

Management costs for the financial year ended 30 June 2009: 3.78%pa of the net assets of the Fund.

LM First Mortgage Income Fund Sector Diversification

. Commercial 26.55%
B Residential 51.52%
O Industrial 13.31%
Pending Development Land 8.62%
B Retail 0.00%

Sector Guidelines No. of Loans Value ($) Actual (%)
Commercial 14 160,432,146 26.55
Residential 23 311,259,234 51.52
Industrial 3 80,430,990 13.31
Pending Development Land 8 52,075,071 8.62
Reta o 0 0.00

LM First Mortgage Income Fund Construction, Development and Other Mortgage Securities

B Other Mortgage Securities 81.54%
Construction and Developement Mortgage Securities 18.46%

Construction, Development and Other Guidelines No. of Loans Value ($) Actual (%)
Construction and Development Mortgage Securities 7 111,517,860 18.46
Other Mortgage Securities* 41 492 677,580 81.54

* Other Mortgage Securities includes pending development land, completed developments and income generating commercial loans.

www.LMaustralia.com > LM First Mortgage Income Fund

' The management costs include all current running costs and expenses of the Fund, i.e. custodian fees, audit fees, management fees, finance
fees, legal fees, and adviser fees. 81 03
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LM First Mortgage Income Fund Geographic Diversification

NSW 31.46% WA 6.89%

1 ACT1.27% : NT 0.00%
VIC 8.53% TAS 0.55%

00 QLD 51.29% [ SA0.00%

Geographic Guidelines No of Loans
New South Wales 16
Victoria 7
Queensland 20
South Australia 0
Australian Capital Territory 1
Western Australia 3
Northem Temitory 0
Tasmania

LM First Mortgage Income Fund Portfolio Details as at 30 September 2009

Mortgage Portfolio Details

Total value of mortgage securities

Number of mortgages

Average loan size

Average loan to valuation ratio

Total value of loans with interest built into the facility and/or capitalised
Number of loans with interest built into the facility and/or capitalised

Total value of undrawn loan commitments over next 24 months (progressive loan draws)
funded by cashflows of the Fund

Number of loans with undrawn loan commitments over next 24 months (progressive loan
draws) funded by cashflows of the Fund

Average monthly undrawn loan commitments funded by cashflows of the Fund

Value
190,108,900
51,525,601
309,908,117
0

7,669,590
41,656,465

3,330,767

Actual
$604,195,441
48
$12,600,000
82.03%
$523,130,529
39
$6,000,000

$1,300,000

The valuation policy for the Fund's first mortgage securities is written into the lending guidelines of the Fund, forms part of the compliance plan

for the Fund, and is subject to independent audit.

The independent audit includes emphasis on asset valuation and loan recoverability. At 82.03% the average loan to valuation ratio of the
Fund's mortgage portfolio is reflected against the value of the Fund's registered first mortgage assets. Emst & Young finalised their independent
financial year end audit, and as at 30 September, 2009 reports full fund value with investor unit price also retaining its full capital value.?

As at 30 September 2009 there were 32 borrowers. 8.04% of total monies was lent to the fund's largest borrower and 54.22% of total monies
was lent to the fund'’s ten largest borrowers. The Fund does not have one single borrower that exceeds 10.00% of the fund’s assets.

Loan to Valuation Ratio (LVR)

LVR No of Loans
< 50.00% 7
50.01% - 60.00% 6
60.01% - 70.00% 1
70.01% - 80.00% 10
80.01% - 90.00% 10
90.01% - 100.00% 14
>100% 0

The average LVR across the mortgage portfolio as at 30 September 2009 is 82.03%.

? Past performance is not a reliable indicator of future performance.

Value ($)
38,903,052
59,741,302

7,669,590
161,345,939
111,894,655
224,641,003

0
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LM First Mortgage Income Fund Mortgage Securities by Maturity Profile

as at 30 September 2009
Period Maturing No. of Loans Value
0 - 12 months 41 472,505,960

13 — 24 months 131,689,481
25 - 36 months
37 — 48 months

49 — 60 months

o O O -~

There remains a pervasive lack of credit/liquidity available within the property sector, as a result of the global credit crunch. This lack of credit
curtails a borrower’s ability to refinance his loan with another financial institution in order to repay his loan to the Fund by its maturity date. As
a result, please note that whilst a large portion of the Fund’s loans reach maturity over the forthcoming 12 months, it is likely that only some will
repay the Fund at around their maturity date.

This is being monitored and managed to ensure sufficient liquidity within the Fund to meet its financial commitments including the repayment
of its line of credit facility and the generation of investor income.

LMF | e Fund Mortgage Securities by Interest Rate Profile

as at r

Interest Rate No of Loans Value
= or < 7.00% 2 4,422,037
7.01%- 7.50% 0
7.51% - 8.00% 12,438,425
8.01% - 8.50% 15,180,319
8.51% - 9.00% 0 0
9.01% - 9.50% 4 47,263,380
9.51% - 10.00% 2 22,969,899
10.01% - 10.50% 3 78,605,674
10.51% - 11.00% 13 172,571,246
11.01% - 11.50% 1 106,837,274
11.51% - 12.00% 6 83,093,726
12.01% - 12.50% 9,168,035
12.50% - 13.00% 0 0
13.01% - 13.50% 4 51,645,424
LM First Mortgage Income Fund Loans in Arrears as at 30 September 2009

Period No of Loans Value
30 - 60 days 19,934,617
60 — 90 days 2 16,151,523
90 days and over 26 320,305,658

The Manager uses the terms “arrears” and “default’ interchangeably. LM calculates its loan arrears statistic in accordance with the IFSA
Standard No 18, "Best Practice Guidance for Disclosure in the Mortgage Trust Sector.”

As at 30 September 2009, the audit verfied the current valuation and recoverability of the loan assets and reported the fund retains full capitat
value for investors, with a unit price of $1.00.3

The value of the property held by the LM First Mortgage Income Fund as its security for the arrears loans is $422,744,400.

The Fund continues to repay its line of credit loan facility with the CBA in priority to normal investor redemptions and a pervasive lack of credit/
liquidity continues to restrict movement within the commercial property sector. To protect its capital, the Fund remains closed with normal
investor redemptions suspended. Currently, the cash within the Fund is driven by the conversion of loan assets from its mortgage portfolio
back to cash.

% Past performance is not a reliable indicator of future performance.

www.LMaustralia.com > LM First Mortgage Income Fund
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Consequently, LM is not rolling loans at maturity as it might in a normal market environment. As loans go past their maturity date, they become
part of LM’s formal “arrears” management program to ensure LM is in control of an exit that is in the best interests of the Fund.

The exit focus at this time is on those assets that it is reasonable to expect will retum value to the Fund and to avoid “fire selling” of assets.

In managing optimal recoverability, some arrears assets have been identified for longer term holds for value in more favourable market
conditions. Others are undcrgoing improvements to enhance marketability and secure appropriate sale price for the Fund over the medium
term.

All assets are recorded at fair market value. The average loan to valuation ratio of the Fund's mortgage securities is 82.03%, and the unit price
is $1.00, as at 30 September 2009.4

The Directors of LM Investment Management Ltd have authorised and consented to the issue of this Third SPDS.

* Past performance is not a reliable indicator of future performance.

. ﬂ LM Investment Management Lid
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Supplementary Product Disclosure Statement
3 March 2009

This is the Supplementary Product Disclosure Statement (“Second SPDS") that supplements the Product Disclosure Statement ("PDS") and
the First Pro nt t SPDS") is o ril 2008 and 28 N 8re the LM
First Mo und ‘F . Investors Id is Second SPDS the t SPDS
prior to investing in the LM First Mortgage Income Fund.

The purpose of this Second SPDS is to provide updated information in relation to the Fund and ASIC's Regulatory Guide 45 - "Morigage
Schemes — Improving Disclosure for Retail Investors”.

No Applications will be Accepted from New Members

LM Investment Management Limited (the "Manager”) has determined that from the date of this Second SPDS it will not accept any applications
fori the Fund fro person who is not an existing member in the Fund. Any application for investment in the Fund received by
the therefore be ed to the applicant.

The Manager will still accept applications for investment in the Fund from any person who is an existing member in the Fund, and this will
include deemed applications as part of any reinvestment of distributions.

The Manager may decide to change this decision at any time, and start accepting applications from non-members.

Borrowings of the Fund
T e s made in relation to the Fund’s owing lowing parag the explanation of the S
B B page 2 of the First SPDS, the se parag the heading k" on page 6 of the First

and the second paragraph under the heading “Borrowings of the Fund” on page 7 of the First SPDS:-

“Under the constitution the Manager may borrow against the Fund assets on terms and conditions acceptable to the Manager. The Manager
has arranged a line of credit facility with the Commonwealth Bank of Australia ("CBA"). This facility was put into place in order to allow the
Manager to take advantage of competitive commercial lending opportunities, or to assist the Fund with managing liquidity. As at 3 March 2009
the amount owing to the CBA was the fully drawn amount of $150 million and the interest rate of the facility is variable and is priced between
4.0% to 9.5% above the respective Bank Bill Swap Bid Rate (BBSY). The facility is secured by a fixed and floating charge over the assets of the
Fund, providing the CBA as a secured lender with first priority over the assets and income of the Fund. The rights of investors to the income and

of the to the rights of the CBA. expires on 31 July 2009. If the facility is not repaid by 31 July 2009, the

er will ion of the facility from the ble any balance debt to be repaid. The facility will be repaid via cashflow
generated in the Fund. Repayment of the facility will take priority over most other cashflow needs of the Fund, and will take priority over most
withdrawal requests from members of the Fund. The facility may be varied from time to time in order to manage the Fund. Insufficient income
generated by the Fund to service the debt under the facility, increases in the bank interest rate or a refusal of the financier to extend the term
of the facility could cause the Fund to default on its loan.”

In light of the above matters, the third paragraph under the heading “Liquidity Risk” on page 27 of the PDS is deleted.

Liquidity Benchmark

The Fund still continues to meet the Liquidity Benchmark outlined in ASIC’s Regulatory Guide 45 - “Mortgage Schemes — Improving Disclosure
for Retail Investors” released in September 2008. However, in light of the recent change to the Fund's borrowing which requires repayment of
the credit facility to take priority over most other cashflow needs of the Fund, and the fact that investors may expect timeframes of up to 365
days for withdrawals, the Manager has amended the explanation of the Liquidity Benchmark. The following paragraph therefore replaces the
explanation of the Liquidity Benchmark on page 2 of the First SPDS:-

“The Manager has cash flow estimates for the Fund for the next 3 months. As the Fund has fixed investment terms of 12, 6, 3 and 1 months
and will be paying any withdrawal requests up to 365 days after maturity, the Fund will have sufficient cash or cash equivalents (not including
undrawn amounts under lending facilities) to meet projected cash needs over the next 3 months. Refer to page 4 of the First SPDS under the
heading “Liquidity Policy” for further details, including the Manager's policy on balancing the maturity of the Fund's assets with the maturity of
the Fund’s liabilities.”

Invest nt Management Lid
PIRISR L. eoasss e GOLD COAST | SYDNEY | HONG KONG | AUCKLAND | LONDON | DUBAI
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Withdrawals
In the First SPDS under the heading “Withdrawals® on page 6, the second paragraph is deleted and replaced with:-

‘Due to the current turmoil and unpredictability of the market, and the obligation on the Ma repay the Fund'’s credit facility to the
Commonwealth Bank of Australia in priority to most other cashflow needs of the Fund, the is exercising caution with the Fund’s
cashflow management and utilising longer timeframes for withdrawals. cular, payment of investor withdrawals is likely to take 365 days.

The Manager may also suspend withdrawals for such periods as it dete

Interest Distribution Payments

In acco cons the stri ns able within 21 th of the dist period. The
had pre ured esu nts na period, but tha er se. Conse , the following
are made to the PDS or First SPDS:-
» la ents fo Flexi ountan Options” on pa
el areca tedd Interes are payable wi
e re payable within 21 days of the quarterly anniversary of the investment
date”.
» The nt of t under the heading ti on for tralian Investme 9
of th is ted p the following - “The b nis n21 maturity of the o y

subsequent investment term.”

> In the First SPDS, under the heading “Monthly Distributions now Available for Non-Australian Dollar Currency Hedged Fixed Investment
Temms as well as Australian Dollar Fixed Investment Terms” on page 1, the reference to "5 business days” in the third paragraph is deleted
and replaced with “21 days" and the first two sentences of the second paragraph are deleted and replaced with — “Such distributions will
be paid within 21 days of the monthly anniversary of the day the investment begins”.

Currency Hedge for Non-Australian Dollar Investment Options

ers of the Forward Foreig ge cts (‘F are chosen by the Manager. The Manager has recently changed the providers
FFECs for the Fund. Co ly, cesin S to FFECs being itated or d by a global pages
2,5 8) are amended by deleting the references to “global investment bank” replacin m with “a FF by the

Man ",

The Directors of LM Investment Management Ltd have authorised and consented to the issue of this Second SPDS.

| st nt Management Lid
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LM First Mortgage Income Fund .......c...

Supplementary Product Disclosure Statement
28 November 2008

This is the Supplementary Product Disclosure Statement (“First SPDS”) that supplements the Product Disclosure Statement issued on 10 April
2008 ("PDS") for the LM First Mortgage Income Fund ARSN 089 343 288 (the “Fund”). Investors should read this First SPDS together with the
PDS prior to investing in the LM First Mortgage Income Fund.

The purpose of this First SPDS is to update investors as follows:-

> New investors (or investors rolling over their existing investments) may now nominate monthly distributions for non-Australian dollar
currency hedged fixed investment terms;

> This document contains updated information in relation to the Fund; and

> This document includes information to comply with the requirements of ASIC's Regulatory Guide 45 - "Mortgage Schemes — Improving
Disclosure for Retail Investors” released in September 2008.

Monthly Distributions now Available for Non-Australian Dollar Currency Hedged Fixed
Investment Terms as well as Australian Dollar Fixed Investment Terms

Non-Australian dollar currency hedged fixed term investors may elect to have their distributions electronically credited to the investor's nominated
financial institution account on a monthly basis. If the distribution is electronically credited monthly to an investor's financial institution account
the distribution is not hedged. The distribution is not hedged as the Fund pays the monthly distribution directly from the eamings of the Fund in
Australian dollars. The distribution does not form part of the FFEC as it does for a non-AUD investment where the interest is paid at maturity.

Such distributions will be paid within 5 business days of the monthly anniversary of the day the investment begins. For example, if the
investment commences on 15 June the distribution will be paid by 20 July. Investors should note that financial institutions may charge a
remittance fee which will be deducted from the investor’s distribution amount.

If an investor wants to change the distribution instructions it can only do so on rollover of the investment and written notice must be received by
the Manager at least 5 business days prior to the maturity date.

Calculation of Monthly Distribution
The calculation of the value of the unhedged distribution will be as follows:-

> The simple rate of return in the relevant non-AUD currency will be converted to the AUD value at the spot rate as at the day of the initial
trade date. For example-

® Investor invests USD$100K at an effective rate of 5.75%pa, the simple rate is 5.60%pa;

o The USD$100K investment will eam interest of USD$5,600 calculated as follows:- USD$100K x 5.60%pa for 12 months =
USD$5,600;

® The total distribution amount of USD$5,600 is converted to AUD at the spot rate of 0.93 = AUD$6,022;
@ Investor will be paid monthly distributions of AUD$501.83 calculated as follows:- AUD$6,022/12 = AUD$501.83.

Interest rates are variable and may change during the investment.

To Apply for Monthly Distributions for Non-Australian Dollar Currency Hedged Fixed Investment Terms

If a non-Australian dollar investor wants to elect to have their distributions paid monthly, when completing the Application Form they should
write in Section 11 of the Application Form (Page 48 of the PDS) “Interest distributions are to be paid monthly to the bank account nominated
in Section 15",
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ASIC Benchmark Disclosure for Investors

The information in the table below is provided to comply with the requirements of ASIC's Regulatory Guide 45 - “Mortgage Schemes ~ Improving
Disclosure for Retail Investors” released in September 2008. Reguiatory Guide 45 refers to 8 benchmarks developed by ASIC. From 30
November 2008, all PDSs for unlisted mortgage schemes are required to include the following statements in respect of each benchmark:-

> that the Fund meets the benchmark; or

»  that the Fund does not meet the benchmark, and an explanation of how and why the Fund deals with the business factor or issue
underlying the benchmark in another way.

Afull copy of Regulatory Guide 45 can be obtained from the ASIC website: www.asic.gov.au.

The Manager will notify investors in the Fund of any material adverse information in relation to the Fund. This will include such information that
relates to the ASIC benchmarks. Information relevant to the Fund that is not materially adverse and that is subject to change from time to time
(including information that relates to the ASIC benchmarks) will be updated by the Manager on its website at www.LMaustralia.com, and a paper
copy of any updated information will be given to any person without charge on request.

The following information relevant to the ASIC benchmarks is available from the Manager’s website at www.LMaustralia.com/downloads/
FMIF_portfolio_update.pdf, in the document titled LM First Mortgage Income Fund - Portfolio Update, or a copy can be obtained free of charge
by telephoning freecall 1800 062 919 (Australia only) or +617 5584 4500:-

»  information on the nature of the Fund’s investment portfolio, including details of loans and whether the Fund invests in other unlisted
mortgage schemes and the conditions of such investment.

Set out below are the 8 ASIC benchmarks and a summary of how the Fund meets or does not meet the benchmarks. We encourage you to
discuss the ASIC benchmarks with your financial adviser.

BENCHMARK DOES LMMEET EXPLANATION
BENCHMARK

Liquidity Yes The Manager has cash flow estimates for the Fund for the next 3 months and as the Fund has fixed
(which for the purposes investment terms of 12, 6, 3 and 1 months, the Fund will have sufficient cash or cash equivalents
of this benchmark {not including undrawn amounts under lending facilities) to meet projected cash needs over the
means the proportion next 3 months. Refer to page 4 of this First SPDS under the heading "Liquidity Policy” for further
of cash or cash details, including the Manager’s policy on balancing the maturity of the Fund’s assets with the
equivalents in the maturity of the Fund’s liabilities.

Fund's assets)

Scheme Borrowing Yes Under the constitution the Manager may borrow against the Fund assets on terms and conditions
acceptabletothe Manager. The Manager has arranged a line of credit facility with the Commonwealth
Bank of Australia (‘CBA"). This facility was put into place in order to allow the Manager to take

ge of competitive co lending opp ies, or to und with managing

At the date of this Fi the amount to the CB million. The facility
term is the subject of an annual review and the Manager is currently renegotiating the credit facility
with CBA and expects these negotiations to be finalised by 31 December 2008. The Manager
expects that negotiations with CBA will result in a continued line of credit facility for a total of $150
million for a further 12 month term and will be subject to an annual review. The finance facility is
secured by a fixed and floating charge over the assets of the Fund, providing the CBA as a secured
lender with first priority over the assets and income of the Fund. The rights of investors to the
income and assets of the Fund are secondary to the rights of the CBA. The facility will be repaid via
investment inflows and inflows received from principal repayments from borrowers.

Portfolio Yes The Manager provides details in relation to number of loans and details of the martgage portfolio
Diversification diversification on the Porffolio Update and these details comply with the ASIC benchmark
requirements. The Portfolio Update will be available from the Manager's website at www.

ralia.c loads/FMI rifolio_update.pdfin t ment i First age

Fund io Update e Manager's lending and p s for und

provide further details in relation to maximum loan amount for any one borrower; the method
of assessing borrowers’ capacity to service loans; the Manager's approach to taking security;
revaluing security properties on rollover and whether the security must be income producing. See
the section headed "Lending Policies and Procedures of the Fund” on page 4 of this First SPDS.
The Manager does not currently invest in other unlisted mortgage schemes, but has the power to
do so in the Fund constitution. The Manager’s policy on investing in such schemes is to ascertain
whether such an investment is desirable for the Fund in light of the circumstances at that time. The
Manager will not necessarily require such a scheme to satisfy the ASIC benchmarks before the
Manager invests in the scheme.
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BENCHMARK

Related Party
Transactions

Valuation Policy

Lending Principles

Distribution Practices

Withdrawal
Arrangements

DOES LM MEET
BENCHMARK

Yes

No

No

Yes

Yes

EXPLANATION

The Fund may lend to related parties, but such loans are subject to review by the Board and can
only be approved on commercial arms-length terms  following approval by the Credit Committee.
The Board's approval process is monitored by the Manager's Risk Manager and Business
Standards and Compliance Manager. The Fund may also invest in other managed investment
schemes which are operated by the Manager. All Fund investments follow the same stringent due
diligence processes which are monitored by the Chief Financial Officer. For further details refer
to the paragraph under the heading “Related Parties” on page 7 of this First SPDS.Also refer to
the paragraph under the heading “Conflicts of Interest Management” on page 34 of the PDS for
information in relation to how the Manager deals with conflicts of interest.

The Manager's valuation policies set out how real property assets over which the Fund has
security will be valued (that is, on an “as is” basis, and for development loans, also on an “as if
complete” basis) and how often valuations are obtained. The ASIC benchmark also requires that
no one valuer conducts more than 1/3 of the valuation work for the Fund. The Fund complies
with this requirement. Valuers selected to perform relevant valuations on the security property are
chosen based on independence, specialist industry expertise and geographic location. The ASIC
benchmark requires the disclosure of information about the valuation of a particular property for an
unlisted mortgage scheme where a loan secured against the property accounts for 5% or mare of
the total value of the scheme’s loan book. The Manager does not provide this information due to
privacy reasons, the commercial sensitivity of valuation information and because the assets within
the loan book change regularly. Further details in refation to the Manager's valuation policies are
outlined on page 5 of this First SPDS under the paragraphs headed “Valuation Policies”.

It is the Manager's current policy to generally not exceed a loan to valuation ratio of 66.67%
on construction and development loans and 75% on commercial loans (which ratios do both
comply with the ASIC benchmark of 70% on property development - on the basis of the latest
‘as if complete’ vaiuation and in all other cases 80% on the basis of the latest market valuation).
However, it is the Manager's current practice to exceed those ratios whenever necessary in the
process of working through a repayment solution. The Fund's constitution allows the Manager to
lend funds provided that all mortgages are secured over property and the amount which may be
advanced to a borrower does not exceed an LVR of 75% of the value of the security property on
initial settlement. After a loan has settled and where the Manager considers it is in the best interests
of the members of the Fund, the Manager may approve an LVR not to exceed 85% of the value
of the security property. The LVR of a loan that is in default may exceed 85%. Where the loan is
a development loan, funds are advanced progressively in stages through the development on a
"Cost to Complete” basis and the Manager engages an extemal consultant Quantity Surveyor for
each development and receives periodic reports on the progress of the development including
certification of construction claims based on work completed. Further details in relation to the
Manager's lending policies and procedures are outlined on page 4 of this First SPDS under the
heading "Lending Policies and Procedures for the Fund”.

Distributions are sourced from income earned from the assets of the Fund. The interest distribution
rates are variable depending on the income eamed, expenses paid and other matters relevant to
the Fund. If the income eamed is not sufficient to pay all expenses and interest distributions
the retums to investors will be lower. The lower retum will be determined based on the amount
available to pay interest distributions. Please refer to the Manager’s website at www.LMaustralia,
com for details of the most recent interest distribution rates. Past performance is not an indicator
of future performance.

Details in relation to how and when investors can withdraw from the Fund are set out on page
17 of the PDS headed "How to Withdraw” and updated with information in relation to payment
of withdrawals on page 6 of this First SPDS. As noted in that section of the PDS, in certain
circumstances the Manager may delay withdrawals from the Fund by up to 365 days or suspend
withdrawals for such period as it determines in order to protect all investments.

Adelay in meeting an investor’s withdrawal request is possible where there are a significant number
of withdrawal requests received at the same time, which absorb the cash reserves of the Fund and
if assets of the Fund are not sufficiently liquid. The Manager has a liquidity policy that is monitored
by the Board to adequately manage payment of withdrawals within the time period specified.

Investors should also note the automatic rollover provisions which apply to their investments, and
the time periods for notice to be given to withdraw — see the heading “Fixed Term Investment
Withdrawal Notice” on page 6 of the PDS and the heading “Automatic Reinvestment Default
Position” on page 9 of the PDS.

The amount payable to investors on withdrawal will be the issue price of their units at that time.
This amount is subject to change depending on the net value of the assets of the Fund. See the
heading “Unit Pricing” on page 13 of the PDS for further details.
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Assets of the Fund

Updated information in relation to assets of the Fund shown on page 12 of the PDS, including details in relation to number of loans, details of the
mortgage portfolio diversification and arrears, is available from the Manager's website at www.LMaustralia.com/downloads/FMIF _portfolio_
update.pdf, in the document titled LM First Mortgage Income Fund - Portfolio Update, or a copy can be obtained free of charge by telephoning
the Manager's regional offices or by telephoning the Manager's head office on freecall 1800 062 919 (Australia only) or +617 5584 4500.

Liquidity Policy
The Manager monitors and balances the Fund'’s portfolio of assets between cash and Australian registered first mortgage securities as part of
the Fund's liquidity management.

The liquidity policy of the Fund describes the methodology the Manager applies to ensure that the maturity of the assets and liabilities of the
Fund do not negatively impact on the Fund. The Manager does this by continually monitoring and managing the four variables that impact on
liquidity which are: investor inflows; investor redemptions; loan draws and loan repayments.

Since its inception in 1999, the Fund has settled approximately $4 billion of first mortgages within the commercial, industrial, retail, residential,
aged care and construction sectors of Australia’s property market (past performance is not an indicator of future perfomance). The Manager's
Commercial Lending Team is focused on growing its national mortgage broker and direct borrower network, with the intention of ensuring a
continued supply of loans for the portfolio.

As required by the ASIC benchmark on liquidity, in estimating cash flows, the Manager can take into account a reasonable estimate of
investor inflows and outflows based on previous experience. Withdrawals are considered with reference to the period within which investors
would reasonably expect withdrawal requests to be processed, rather than the maximum period within which the Manager is able to process
withdrawal requests. As noted under the heading “Withdrawals” on page 6 of this First SPDS, investors may expect timeframes of up to 365
days for withdrawals if the current market conditions remain.

Lending Policies and Procedures of the Fund

The information contained in the PDS on page 10 under the heading “Lending Policies and Procedures of the LM First Mortgage Income Fund”,
page 32 under the heading “Lending Criteria of the Fund”, page 33 under the headings "Development Loans”, “Credit Committee”, “Valuations
Policy’, "Development Valuations”, “As is’ Valuation” and “On Completion’ Valuation”, is deleted and replaced with the following.

Credit Committee

The Credit Committee is integral to the compliance and risk management processes utilised by the Manager with respect to the selection
of registered first mortgage assets for the Fund. The Credit Committee is an internal review committee for all mortgage investments and is
independent from all other departments. The Credit Committee calls for collaboration of a broad base of expertise from the property, finance,
legal and accounting sectors when evaluating mortgage assets for the Fund. The formal structure and collaborative decision making process
provided by the Credit Committee ensures an informed assessment and objective decision is made when selecting the first mortgage assets
of the Fund.

New mortgage investment proposals are put forward by the commercial lending department for consideration with a written summary. The
Credit Committee is responsible for setting the primary terms and conditions upon which subsequent approval will be based.

When mortgage investment proposals are completed in accordance with the Manager's credit standards they are required to be finally approved
by the Credit Commiittee.

Lending Criteria of the Fund

> The Manager has determined and documented lending policies for the approval and management of morigages. Risk management is
a priority, with mortgages diversified over a number of levels including geographic location, sector, loan size, interest rate and maturity
profile.

> One of the tools the Manager employs to enhance income into the Fund is to balance the assets of the mortgage portfolio between
commercial loans and selective development loans.

> The type of real estate offered for security must be acceptable to the Manager. Typical mortgage securities will include commercial,
industrial and residential real estate (including development loans across these sectors) secured by a registered first mortgage. A first
mortgage must be registered on the primary security property.

> The value of the security property must be established in accordance with the valuations policy of the Manager.

[ 2 The ability of the borrower to service the facility must be established to the satisfaction of the Manager.

> To the extent that they may affect the value or performance of an underlying investment the Manager may take into account labour
standards, or environmental, social or ethical considerations when making, retaining or realising an investment in the Fund. The Manager
has no predetermined view about how far such matters will be taken into account, and the Manager will make a determination on such
issues on a case by case basis.

Lending Policies and Procedures

The Manager will be selective in its choice of mortgages and will adhere to prudent lending parameters. The Fund will follow strict lending
policies and procedures as detailed below:-

> assessment of the borrower - the Manager endeavours to meet every borrower to assess character and business acumen:

> the maximum loan amount for any one borrower generally does not exceed 10% of the scheme assets;

[ 2 all mortgages are subject to the Manager’s rigorous due diligence process including approval by the Manager’s Credit Committee;

>

the due diligence process includes assessment of the financial capacity of the borrower and any guarantors. The assessment is carried
out by review and substantiation of assets, liabilities and income by reference to information provided by the borrower and independent
searches and checks;
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» a first mortgage is always registered on property held as the primary security;

> commercial loans are loans secured by income producing property. Non-commercial loans (not secured by income producing property)
include construction/development loans and pre-development land. The capacity to service commercial loans is assessed primarily by
reference to income produced from the security property, however income from all sources is also considered. The capacity to service
construction loans is primarily dependent on the viability of the project, the project cash flow (including interest commitments) and all
factors relevant to the project including valuation of the completed product, product demand, pre-sales contracts, marketing strategies,
certified project costings, credentials of the borrower, builder and key sub-contractors;

> the Manager has every security property valued by one of the Manager's panel valuers or by a valuer meeting the Manager's standards
forinclusion on its panel and adhering to the Manager's valuation policies. Further details in relation to the Manager’s valuation policies
are outlined below under the heading “Valuation Policies™;

> the Manager has a policy of diversifying mortgage securities geographically and by property type;
> the Manager has a policy of generally not exceeding the following loan to valuation ratios:-
66.67% for construction and development loans; and
75% for commercial loans;
The Credit Committee will consider the appropriate loan to valuation ratio based on all the factors surrounding the loan;

> the constitution of the Fund allows the Manager to lend funds provided that all mortgages are secured over property and the amount
which may be advanced to a borrower does not exceed an LVR of 75% of the value of the security property on initial settliement. After a
loan has settled and where the Manager considers it is in the best interests of the members of the Fund, the Manager may approve an
LVR not to exceed 85% of the value of the security property. The LVR of a loan that is in default may exceed 85%. This could occur for
example, where interest is being capitalised while the security property is being marketed and sold, or where the Manager determines that
expenditure should be incurred to improve the security property prior to sale (the Manager considers a loan to be in default when interest
payments have not been received in breach of the loan agreement, or the loan term has expired without repayment of principal);

> the following additional requirements are imposed in the case of development loans:

for development/construction loans the initial drawdown for the facility is arrived at after considering both the approved loan to valuation
ratio on the “as is” valuation and the “cost to complete” formula. The initial drawdown must meet the loan to valuation ratio required
and also allow sufficient funds to be available in the facility to complete the development. The project feasibility must reflect the “cost
to complete” formula throughout the life of the project. The concept of a “cost to complete” formula is that the lender always retains
sufficient funds within the loan facility to complete the development based on its assessment of the actual cost to complete the project.
The Manager engages an external consultant Quantity Surveyor for each project and receives periodic reports on the progress of the
project including certification of construction claims based on work completed:

additional development loan procedures are required throughout the development stages of the loan to ensure the development is
adequately monitored;

® where applicable a tripartite agreement is made between the Manager, the borrower and the builder. This enables the Manager, in
the event of default by the borrower, to deal directly with the builder.

Valuation Policies

All real property assets of the Fund are required to be valued prior to settiement of each transaction. Valuations may only be carried out by the
Manager’s panel valuers or by a valuer meeting the Manager's standards for inclusion on its panel and must adhere to the Manager’s valuation
guidelines. The Manager has determined and documented valuation review procedures for guidance on each valuation.

Members of the valuation panel are appointed and removed in accordance with the Manager's valuation panel appointment guidelines. The
Manager is responsible for approving the appointment or removal of a panel valuer.

The Manager, in accordance with its valuations review guidelines is responsible for the review of all valuations. Unresolved issues arising from
a review must be referred to an executive director for discussion and determination.

As an internal checking mechanism, an independent property report is obtained (where appropriate) from two real estate agents or an alternate
valuers report whose normal trade area encompasses the property being valued.

Valuers selected by the Manager to perform relevant valuations on the security property are chosen based on independence, specialist industry
expertise and geographic location.

The Manager only uses valuers who, where possible, are registered under one of the state/territory valuer registration regimes and who include
a statement in their valuation reports on whether the valuation complies with all relevant industry standards and codes.

The Manager does not accept valuations performed on the instruction of borrowers. The Manager requires that valuations be provided on the
Manager’s instructions, or that valuers confirm that their valuations adhere to the Manager's requirements.

The valuer must have appropriate professional indemnity insurance.
The valuer must certify that they are independent of both the borrower and security property.
At initial settlement, the valuation relied on must not be dated more than 3 months prior to settlement.

An updated valuation will generally be required where a loan term is extended or a loan is otherwise varied. An updated valuation will also
generally be required for commercial loans at 24 month intervals and for construction loans at 12 month intervals. The requirement for an
updated valuation may be waived where the Manager considers that an updated valuation would serve no useful purpose (e.g. where it
is demonstrable that property values have increased or not changed in the locality of the property, where a property under construction is
significantly presold, where a commercial property has long term leases in place, where a sale or refinance is imminent or where the loan to
valuation ratio of the property is low).
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Development Valuations
Separate valuations (may be within the one valuation report) are required in relation to “as is” and “on completion” valuations.

Appropriate instructions must be given to the valuer having regard to the type of valuation required. In particular the instructions indicate the
type of valuation required eg. "as is" or "on completion”.

"As is” Valuation

The “as is" valuation is the market valuation of the property at the tim he initial LA ity i ken i ng
demolition, subdivision, construction, and other development costs, a nces for mar Xp an al ce
and risk to ata base value land. Any such analysis is based on etha ap has or will be
prior to se nt of the loan. Al ely, the valuation must contain an adj rany ing development

approval process. The requirement for a feasibility analysis may be satisfied, if appropriate, using alternate techniques such as discounted
cash flows. Additionally a cross check valuation method is employed evaluating comparable sales evidence. The loan to valuation ratio in this
case must fall within the Manager's lending criteria.

“On Completion” Valuation
The "on completion” value is the market value of the property at the completion of development. The valuation methodology required is a ‘gross
realisation” valuation based on comparable sales and/or lease evidence for the individual components e.g. houses, units, allotments etc.

The Manager will reasonably assess the appropriateness of the feasibility analysis within the valuer's report by comparison with cost estimates
provided by a competent external quantity surveyor selected from the Manager's panel.

The "on completion” value is the valuation figure used in the cost to complete calculations during the development phase. The “on completion”
value may be revised during the term of development to reflect changes as approved by the Manager.

Withdrawals
time to time dependent on market cycles, the Man may longer timeframes than usual in a normal t
nment. As currently stated in the PDS, in certain ¢ stan nts may be extended to 365 days or the M r

may suspend withdrawals. This protective management mechanism can be utilised to manage liquidity, to protect Fund assets and stability
and investor distributions.

Due to the current turmoil and unpredictability of the market, the Manager is exercising caution with the Fund’s cashflow management and
utilising longer timeframes for redemptions. The Fund is currently continuing to pay redemptions, with income being eamed up to the date of
payment, and non-Australian dollar investments continue to hedge the currency exposure of these investments. However, longer timeframes
of up to 365 days can occur should the market dictate. The Manager may also suspend withdrawals for such periods as it determines.

In light of the above matters, the following changes are made to the PDS:

> On page 17 of the PDS titied “How to Withdraw”, the normal market environment timeframes for payment of withdrawals of generally
within 30 days after maturity for Australian dollar investments and generally within 5 business days after maturity date no longer occur at
this time, and references to those time periods under the heading “Withdrawal Notice Period” are deleted from the PDS.

> in footnotes 8, 9, 11,13, 16, 17 and 18 on pages 5, 6, 7, 8,9, 10 and 12 respectively of the PDS, the words "While the Manager considers
any delays unlikely” are deleted.

» On pages 5, 6, 7, 9 and 31 of the PDS, the references to “The Flexi Account option generally allows investors 30 day access to their
funds” and "Payment of the withdrawal will generally occur within 30 days from receipt of the written notice” and "Payment of the
withdrawal will generally be made within 30 days after the maturity date” and “Payment of the withdrawal will generally be made within 5
business days after the maturity date” and the paragraph beginning “Historically, the Fund has successfully met all withdrawal requests
on time and in full" are deleted.

The Manager is managing the chalienges of the current external factors to ensure the ongoing success of the Fund in terms of both income

and stability.

Investment Risks

Currency Risk

Non-Australian dollar investors who elect to have their distributions electronically credited to the investor's nominated financial institution on a
is note there is a additional ncy risk relates to d distribution. These investors should take
th graph below in o the “Cur Risk” p ph on pag DS.

> Investors with non-Australian dollar investments who have elected to have their distributions paid monthly should note the distribution is
not hedged as the Fund pays the monthly distribution directly from the earnings of the Fund in Australian dollars. The distribution does
not form part of the FFEC as it does for a non-Australian dollar investment where the interest is paid at maturity and as such the monthly
unhedged distribution is subject to currency risk.

Borrowing Risk
As referred to in this First SPDS there have been changes made in relation to the Fund's borrowing and as such the Borrowing Risk on page
27 of the PDS s replaced with the following paragraph.

Under the constitution the Manager may borrow against the Fund assets on terms and conditions acceptable to the Manager. The Manager
has arranged a line of credit facility with the Commonwealth Bank of Australia (“CBA"). This facility was put into place in arder to allow the
Manager to take advantage of competitive commercial lending opportunities, or to assist the Fund with managing liquidity. As at 28 November
2008 the amount owing to the CBAwas $150 million. As at 28 November 2008 the interest rate of the facility is variable and is priced between
0.50% to 1.10% above the respective BBSY bid rate. The facility term is the subject of an annual re ntly re g
the credit facility with CBA and expects these negotiations to be finalised by 31 December 2008. negot h
CBAwill result in a continued line of credit facility for a total of $150 million for a further 12 month term and will be subject to an annual review.
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The finance facility is secured by a fixed and floating charge over the assets of the Fund, providing the CBA as a secured lender with first priority
over the assets and income of the Fund. The rights of investors to the income and assets of the Fund are secondary to the rights of the CBA.
The facility will be repaid via investment inflows and inflows received from principal repayments from borrowers. This facility or a similar facility
may be varied from time to time in order to manage the Fund. Insufficient income generated by the Fund to service the CBA debt, increases in
the bank interest rate or an unforeseen refusal of the financier to extend the term of any facility could cause the Fund to default on its loan.

The Directors

By way of update to information about the Directors on page 29 of the PDS, Simon Tickner has been appointed as an executive director
and John Dillon and Val Llewellyn are no longer non-executive directors. Information in relation to Simon'’s background and position with the
Manager is outlined in the paragraph below.

Simon Tickner ~ Executive Director, Head of Lending

In 2001, Simon immigrated to Australia with his family after a 20 year career in trading and broking financial derivatives in London's money
markets. Having established LM's Sydney office that year, Simon has since overseen its growth whilst managing LM's business development
in the southem states of Australia. As Head of Lending, Simon travels throughout Australia to source and assess new lending opportunities
for LM. As Executive Director, Simon’s extensive ‘on the ground’ knowledge of Australia's many property markets provides valuable insight to
LM's board, and statistical knowledge to LM’s Property Research and Analysis Committee. Simon is a member of the Board of Directors, Credit
Committee, Funds Management Committee and Property Research and Analysis Committee.

Borrowings of the Fund
The following paragraph replaces the information contained on page 32 of the PDS under the heading "Borrowings of the Fund”.

Under the constitution the Manager may borrow against the Fund assets on terms and conditions acceptable to the Manager. The Manager has
arranged a line of credit facility with the Commonwealth Bank of Australia (‘CBA”). This facility was put into place in order to allow the Manager
to take advantage of competitive commercial lending opportunities, or to assist the Fund with managing liquidity. As at 28 November 2008 the
amount owing to the CBA was $150 million. As at 28 November 2008 the interest rate of the facility is variable and is priced between 0.50%
to 1.10% above the respective BBSY bid rate. The facility term is the subject of an annual review. The Manager is currently renegotiating the
credit facility with CBA and expects these negotiations to be finalised by 31 December 2008. The Manager expects that negotiations with CBA
will result in a continued line of credit facility for $150 million for a further 12 month term. The finance facility is secured by a fixed and floating
charge over the assets of the Fund, providing the CBA as a secured lender with first priority over the assets and income of the Fund. The rights
of investors to the income and assets of the Fund are secondary to the rights of the CBA. The facility will be repaid via investment inflows and
inflows received from principal repayments from borrowers. The Fund's credit facility may be varied from time to time in order to manage the
Fund.

Complaints Procedure

The external industry complaints body approved by ASIC and of which the Manager is a member has changed from the Financial Industry
Complaints Service (‘FICS”) to the Financial Ombudsman Service Limited ("FOS”). The paragraph below replaces the information under the
heading “Complaints Procedure” on page 34 of the PDS.

If an investor has a complaint they should generally first contact their adviser. If the adviser is unavailable, unwilling, or unable to assist, or if
the investor wishes to directly contact the Manager, and the complaint relates to the Fund or the Manager, then the investor should contact
the Client Relations Department at the office of the Manager on free call 1800 062 919 (Australia only) or +617 5584 4500. Complaints may
be made in writing or by telephone. The Manager will respond within 30 days of receiving the complaint. If a complaint cannot be resolved by
the Manager it should be referred to the Financial Ombudsman Service Limited (“FOS"), an external industry complaints bady which has been
approved by ASIC and of which the Manager is a member.

Financial Ombudsman Service Limited
GPO Box 3

MELBOURNE VIC 3001

Telephone: 1300 78 08 08

Facsimile: (03) 9613 6399

email: info@fos.org.au

website: www.fos.org.au

Related Parties

The information contained on page 34 of the PDS under the heading “Related Parties” is replaced with the following statements:-

Peter Drake, a director of the Manager is the beneficial owner of LM Administration Pty Ltd, which has been engaged by LM Investment
Management Ltd to provide administration services at a commercial arms-length fee. In addition to this LM Administration Pty Ltd provides
administration and funds management services to the Fund and is paid a management fee direct from the Fund.

John O'Sullivan, a non-executive director of the Manager is the beneficial owner of O'Sullivan Capital Management Ltd. O’Sullivan Capital
Management Ltd has been engaged by LM Investment Management Ltd to provide marketing services in New Zealand at a commercial amms-
length fee. This fee is paid by the Fund.

The Fund may lend to related parties provided the loans are approved by the Credit Committee, are on commercial arms-length terms, and
are subject to review by the Board.

The Board of the Manager is responsible for reviewing and approving the structure and probity of commercial dealings between the Manager
and any related parties. Fees issued to the account of the Fund by related parties, which are recoverable from the Fund must be on commercial
arms-length terms and are subject to review by the Board.
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The Fund is owed $33,513,345 in relation to assignment of 3 first registered mortgages from the Fund to the LM Managed Performance Fund
(a related investment fund). This debt is secured by a fixed and floating charge over the assets of the LM Managed Performance Fund. The
current interest rate payable by the LM Managed Performance Fund on this debt is 10%pa. This loan equates to 5.51% of the total loan
portfolio.

The LM Managed Performance Fund has guaranteed part of a debt due by a bomower to the Fund in the amount of $9,600,000, in exchange
for the borrower making certain funds available to an associate of the LM Managed Performance Fund. The current interest rate is 10.5%pa.
This loan equates to 1.58% of the total loan portfolio.

The Fund has received the benefit of assignment of a debt due by the LM Managed Performance Fund in the sum of $5,100,000. The current
interest rate payable on this amount is 10%pa. It is anticipated that this debt will be repaid by 30 June 2009. This debt equates to 0.84% of
the total loan portfolio.

The Fund has made 3 loans to various related parties, which total $12,678,275. The Manager has received establishment fees of not mare
than 1.5% of the total loan amount. The interest rates for these loans are commercial rates and range from 10.5% - 12%pa. These loans
equate to 2.08% of the total loan portfolio.

Related Party Finance

The Manager is the Responsible Entity of the LM Managed Performance Fund. From time to time the LM Managed Performance Fund
advances loans by way of second mortgages to borrowers who have first mortgage advances from the Fund. At 31 October 2008 there are 8
such loans by the LM Managed Performance Fund in the total amount of $28,556,297. In these instances the Fund enters into Priority Deeds
with the borrower as part of normal loan documentation procedures. The LM Managed Performance Fund generates fees, charges and interest
rates all of which are paid by the borrower.

The Directors of LM Investment Management Ltd have authorised and consented to the issue of this First SPDS.
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How to use this Product Disclosure Statement

This Product Disclosure Statement (‘PDS”) is provided and issued by LM Investment Management Ltd as responsible entity for the LM
First Mortgage Income Fund (“Fund”). Investors should read the entire PDS and any supplementary PDS before making a decision to
invest.

This PDS describes the main features of the LM First Mortgage Income Fund, and the investment options in the Fund, which are the
Flexi Account, the Australian Dollar Fixed Term options, the Currency Hedged Fixed Term options, and the regular savings plan
option known as the LM Savings Plan, and contains the Application Form.

O Y

This PDS also provides general information in relation to LM Investment Management Ltd ("LM", "Manager”, “we”, “us”, “our”), material
documents and other relevant matters. It helps investors to decide whether the product offered will meet their needs and enables them
to compare this product with others they may be considering.

Important information

No person is authorised to give any information or to make any representation in connection with the offer of investment described in
this PDS which is not contained in this PDS. Any information or representation not so contained may not be relied on as having been
authorised by the Manager in connection with this offer.

This PDS is an offer which is available to persons receiving the electronic PDS within Australia but does not constitute an offer in any
jurisdiction where, or to any persons to whom, it would be unlawful to offer this PDS. It is the responsibility of any overseas applicant
to ensure compliance with all laws of any country relevant to their application. The return of a duly completed Application Form will be
taken to constitute a representation and warranty that there has been no breach of such laws and that all necessary approvals and
consents have been obtained. An application may only be accepted on an Application Form which forms part of this PDS.

This PDS should be read in its entirety. In particular it is important that investors consider the risk factors that could affect the
performance of the Fund. None of an investor's objectives, financial situation or needs has been taken into account in this PDS and
investors should carefully consider their personal circumstances before deciding whether to invest in the Fund. If after reading the
PDS an investor has any questions regarding its contents or the procedure for investing they should contact their financial or other
professional adviser. Past performance should not be taken as an indicator of future performance. Neither the Manager nor the
custodian gives any guarantee with respect to the performance of the Fund, the payment of income, or the repayment of capital by the
Fund.

Allmonetary amounts in this PDS are references to Australian dollars, unless stated otherwise.

The Manager may change any of the terms and conditions in this PDS. Notice of material changes will be given to investors, normally in
the form of a replacement or supplementary PDS.
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Important nformation for New Zealand Investors

(The information in this section is required under the Securities Act (Australian Registered Managed Investment Schemes) Exemption
Notice 2003.)

The document that this statement is contained in, or is accompanied by, is not an investment statement under New Zealand law. Itis a
product disclosure statement prepared under Australian law. There are likely to be differences between the information provided and
the way that information is presented in the product disclosure statement as compared to an investment statement under New Zealand
law.

Investment decisions are very important. They often have long-term consequences. Read all documents carefully. Ask questions. Seek
advice before committing yourself.

Choosing an investment

When deciding whether to invest, consider carefully the answers to the following questions:-
What sort of investment is this?

Who is involved in providing it for me?

How much do | pay?

What are the charges?

What returns will | get?

What are my risks?

Can the investment be altered?

How do | cash in my investment?

Who do | contact with enquiries about my investment?

Is there anyone to whom | can complain if | have problems with the investment?
What other information can | obtain about this investment?

Engaging an investment adviser

An investment adviser must give you a written statement that contains information about the adviser and his or her ability to give advice.
You are strongly encouraged to read that document and consider the information in it when deciding whether or not to engage an
adviser.

Tell the adviser what the purpose of your investment is. This is important because different investments are suitable for different
pumoses, and carry different levels of risk.

The written statement should contain important information about the adviser, including -

> relevant experience and qualifications, and whether dispute resolution facilities are available to you; and
> whattypes of investments the adviser gives advice about, and

> whether the advice is limited to investments offered by 1 or more particular financial institutions; and

>

information that may be relevant to the adviser's character, including certain criminal convictions, bankruptcy, any adverse
findings by a court against the adviser in a professional capacity, and whether the adviser has been expelled from, or
prohibited from joining, a professional body; and

»  any relationships likely to give rise to a conflict of interest.

The adviser must also tell you about fees and remuneration before giving you advice about an investment. The information about fees
and remuneration must include -

»  the nature and level of the fees you will be charged for receiving the advice; and
»  whether the adviser will or may receive a commission or other benefit from advising you.
An investment adviser commits an offence if he or she does not provide you with the information required.
Allotments of units in the Fund will be made in the manner specified in the PDS and in the manner prescribed by the laws of Australia.
The responsible entity and the person who makes the offer may not be subjectin all respects to New Zealand law.
Investing in units in the Fund may camy with it a currency exchange risk.

The financial reporting requirements applying in New Zealand and those applying in respect of the Fund may be different, and the
financial statements of the Fund may not be compatible in all respects with financial statements prepared in accordance with New
Zealand law.

Although a copy of the PDS and other documents have been received by the Registrar of Companies, the PDS has not been registered
in New Zealand under New Zealand law and may not contain all the information that a New Zealand registered prospectus is required to
contain.
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Australian law does not require a trustee (unlike the position in New Zealand for unit trusts) or a statutory supervisor (unlike the pasition in
New Zealand for contributory schemes involving participatory securities) that is separate from, and independent of, the responsible entity.

Copies of the following documents relating to the Fund have been received by the Registrar of Companies and can be inspected at the
office of the Registrar of Companies and can be obtained from the responsible entity:-

(i) the PDS relating to the units in the Fund:

(i) any document, or part of a document, lodged or registered with the Australian Securities and Investments Commission that
is referred to in the PDS and is taken to be included in that PDS under the Australian Corporations Act 2001;

(iii) any exemption, order, or declaration that has been granted by the Australian Securities and Investments Commission in
respect of the Fund (other than any exemption, order, or declaration that applies to Australian registered schemes generally
or to a class of persons);

{iv) the licence of the responsible entity granted under the Australian Corporations Act 2001;

(v) the constitution for the Fund;

(vi) evidence of registration of the Fund with the Australian Securities and Investments Commission;
(vii) the compliance plan required under the laws of Australia relating to the Fund;

(viif) any documents that amend or supplement any of the documents referred to in subparagraphs (i) to (vii) in existence at the
time that the first offer of any units in the Fund is made or open for acceptance in New Zealand in reliance on the Exemption

Notice.
In addition a copy of any document that amends, supplements or the do nts toinsu  agraphs (i) ) (other
than a document in relation to which a copy must be received unde agraph will with the istrar of Co ies and
will be able to be inspected at the office of the Registrar of Companies and will be able to be obtained from the responsible entity.
the offer of units in the made in New d that the ible entity will, within rece an

est for a copy of the Aus disclosure do srelating t ts in the Fund, withou eto nt,

(i) acopyofthe PDS;

(i) copies of any documents that, under the laws of Australia must accompany a copy of the PDS sent to any person to whom
an offer of the units in the Fund is made in Australia;

(i) a copy of any document or part of a document, lodged or registered with the Australian Securities and Investments
Commission that is referred to in the PDS and is taken to be included in that document under the Corporations Act 2001:
and

(iv) acopy of any supplementary PDS in use at the time that the request is received.

New Zealand Taxation

formation below has been prepared by Bell Gully and is current as at 27 March 2008. Note that the levels and basis of tax may
e inthe future.

This summary addresses certain New Zealand taxation consequences for investors resident in New Zealand for tax purposes.

This taxation summary is not intended to be an authoritative or complete statement of the applicable laws. Prospective investors are
advised to obtain independent professional advice relevant to their own particular circumstances before investing in the Fund.

Where the Foreign Investment Fund rules do not apply

a i in the Fun New d tindivi s (not
0 Australian comp s 000or . The
v ign Investment Fund rules”.

Income distributions

The Fund will be a “unit trust” for New Zealand tax purposes and accordingly will be deemed to be a company resident in Austratia. New
Zealand investors will be deemed to be shareholders of the deemed company and any income distributions will generally be taxable as
dividends in their hands. Australian withholding taxes will be withheid by the Manager at the appropriate Australian rates in accordance
with Australian tax law.

New Zealand resident in rwill be treated as d g an income distribution as a d d for tax ses day
nth while they hold their tment in the Fund. is regardless of whether the in distribut rein the
Fund (whether such reinvestment is optional or automatic) or credited to an account maintained for the benefit of the investor.

Non-corporate investors
Non-corporate New Zealand resident investors will be taxed on the income distributions at their marginal tax rates. A non-corporate
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rate 3 i g idend
will e u ta ucted
to New Ze ) at the of distibu . The ign di pay may d to the extent of the
withholding u from t stribution. foreig idend ntg tes a t can be attached to

dividends paid by the corporate investor to its New Zealand resident shareholders,

Redemption of units
Gains realised by New Zealand resident investors in excess of the amount paid on the issue of the units and in excess of the amount

of ied ted uni the time the de an exc
ga ea the iss nt of any gai sa above
“In

Foreign Investment Fund Rules

New Zealand resident investors who hold less than a 10% interest in the Fund are subject to the Foreign Investment Fund rules, unless
the investor is a natural person (not acting as a trustee) whose offshore portfolio cost NZ$50,000 or less (excluding the cost shares in
certain Australian listed companies). The Foreign Investment Fund rules wil apply to managed fund investors that elect to become
portfolio investment entities.

Investors that are subject to the Foreign Investment Fund rules should be taxed each year under the fair dividend rate (FDR) method on

the market of | ortfolio (i ng thei ng ive
level of dist ns i stor. Ind Is and ed ie.
aggregate ] loss market value over the stributi ds) ive
value (CV) h their I return is less than the d 5% return under the FDR method for the particular year. However, if an

investor elects to use the CV method for their investment in the Fund then they may be unable to use the FDR method for other offshore
portfolio investments they may have (i.e. investors must choose between the CV method or the FDR method for their whole portfolio).

Where an investor acquires and disposes of an offshore portfolio investment in the same income year ("quick sale” investments), the
investor will be taxed on the lesser of -

» 5% of the “cost’ of the quick sale investments (the “cost” per unit/share of any quick sale investment is the average per
share/unit cost of all investments acquired or increased during the year); and

»  theinvestor's actual return on the quick sale investments (i.e. all distributions received and proceeds received on disposal/
redemption of the investment, less all costs incurred in acquiring the investment).

No tax deduction is available to an investor if their units decline in value over an income year. Any Australian withholding tax deducted
from distributions can be credited against the New Zealand investor's income tax liability.

rnin lability o method with from1 |12 Underth sed rules

for nts in fo ies, the of (d orind ly) or more Zealand
d and dollar d e ively hedged to New dollars. ed  riction ly to
d | r units in the r1 i12008. The Commis Inland R dis ontoi ions
prohibiting use of the FDR method for particular investments. The Policy Advice Division of the Inland Revenue Department had
p ouslyind cur prote is which may be ta a e g this discretion. As at 27 March
2  nosuch ion eenis in ofthe Fund. Itis ly a ination will be issued in respect of
the Fund now that the rules governing FDR availability expressly deal with in S.

Returns to Australian investors

The treatment described in this summary will differ from the treatment applicable to Australian resident investors as described in the PDS.
Australian resident investors are not treated as holding shares in a company. Interest derived by the Fund will retain its character when
distributed to Australian resident investors.

Despite the information provided above, investors should satisfy themselves as to the tax implications of investing in units in the Fund.

Agreement as to Jurisdiction

(i) Inrespect of a dispute concerning an offer of units in the Fund offered in reliance on the Exemption Notice or the contract for
the units in the Fund, the responsible entity:-

A. agrees to submit to the non-exclusive jurisdiction of the New Zealand courts; and

B. has instructed the New Zealand agent for service referred to in subparagraph (iii) to accept service on the responsible
entity's behalf: and
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C. agrees that this statement is an agreement with each investor for the purposes of section 389(1)(e) of the Companies
Act 1993.

(ii) st rred to in subparagraph (i), the contract in respect of the units in the Fund may not always be
in courts.

(i) The name and address of the person in New Zealand who has been appointed by the responsible entity to accept service in
New Zealand of any document on its behalf is:

Mark Todd

Partner

Bell Gully

48 Shortland Street
Auckland

New Zealand

Distribution Reinvestment Scheme
LM First Mortgage Income Fund

The LM First Mortgage Income Fund offers investors a choice of the following investments which can be made in Australian and non-
Australian doltars. Following are the investment choices for Australian and Non-Australian dollar investments:-

Australian Dollar (AUD) Investments
(a) aFlexiAccount;

(b) fixed investments terms of 1, 3, 6, 12 and 13 months, 2 years, 3 years, 4 years and investors may select different fixed terms
by applying to the Manager; and

(c) the LM Savings Plan.

Non-Australian Dollar Investments
(a) fixed investment terms of 1 month, 3 months, 6 months and 12 months.

Investors may apply to the Manager to invest in the Fund in Australian or non-Australian dollars for a shorter or extended fixed term
invest d than If the ger allows the sh or extended investment term the terms and conditions of
the sh ended be the as outlined in the

Australian Dollar Investments - Flexi Account and Fixed Investment Terms Distributions

Distributions are distributed monthly. Investors can elect to have monthly distributions automatically reinvested into their investment
account or can elect to have monthly distributions direct credited to their financial institution account monthly or quarterly. Investors must
nominate whether the monthly distributions are to be reinvested or paid by direct credit on the Application Form contained in the PDS
relating to the LM First Mortgage Income Fund.

Australian Dollar Investments - LM Savings Plan Distributions
Distributions are distributed monthly. Monthly distributions are automatically credited to the investor’s investment account ensuring that
their investment grows.

Non- Australian Dollar Investments - Fixed Investment Terms Distributions

e .In rscanelecttoh  the rib uto

tr ele cally creditedto  rfin  al on

r electronically credited to their financial institution on the Application
Form contained in the PDS relating to the Fund.

The units in the Fund allotted under the distribution reinvestment scheme are to be allotted in accordance with the terms and conditions
set out in the PDS and the constitution for the Fund.

There is available from the responsible entity, on request and free of charge, a copy of:
(i)  the most recent annual report of the Fund (if any);
(ii) the most recent financial statements of the Fund (if any),
(iii)  the current PDS relating to the units in the Fund (if any); and
(iv) the constitution for the Fund and any amendments to it.

Within 30 days day on which the n und are allotted to a pe the ibution reinve che person
will be sent a st nt of the amount o is on and the number of u und have been all hat
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From the Directors

LM Investment Management Ltd

LM Investment Management Ltd ("LM") is a privately owned, Australian funds management company with national and international
operations. With a specialist focus on the mortgage trust sector, LM manages one of Australia’s largest mortgage trusts, the LM First
Mortgage Income Fund ("Fund"). Through its management of the Fund, LM enjoys active participation and recognition as a lender within
Australia’s business and property sectors.

The Australian Mortgage Trust Sector

The Australian managed funds industry is the 4th largest in the world, behind the United States, Luxemburg and France. Established
in the 1960's the Australian mortgage trust sector is a significant sector within the financial services industry which has evolved as a
mainstream income investment. It is in this sector that LM has focused its expertise to deliver the LM First Mortgage Income Fund, a
competitive income product designed to outperform cash’.

Distribution

Distribution of this income product is through a national and intemational network of financial advisers, wholesale platforms, private
banks, superannuation funds, corporate and institutional investment. Designed specifically for these markets, the Fund offers tailored
investment options including retail, wholesale, institutional and currency hedged. Product Disclosure Statements for these options are
available from your financial adviser or the Manager.

The LM First Mortgage Income Fund

LM's management expertise, teamed with a well defined investment strategy of selecting only Australian registered first mortgage
securities, cash and at call securities has allowed the Fund to deliver uninterrupted interest distributions and maintain the unit price of
$1.00 since inception in 19992,

With a niche product LM receives investments through adviser recommendations in 22 countries. It is pleasing to incorporate multiple
currency investment options in this new PDS.

Compliance within the Regulated Financial Services Industry

LM is registered as an Australian Financial Services Licensee and a Responsible Entity under the Corporations Act 2001 and is
therefore regulated by the Australian Securities and Investment Commission.

Australia enjoys a global reputation for having one of the most efficiently regulated finance sectors in the world. It provides security and
integrity, through a sound, flexible and strong system of financial regulation designed to prevent systemic failure, and avoid unnecessary
burdens on business.

' Since inception the returns paid to investors have outperformed cash rates. Past performance is not an indicator of future performance.
Performance of the Fund is not guaranteed and the risks associated with an investment in the Fund are different to cash.

? Past performance is not an indicator of future performance.
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The LM First

Investment Objective
» To offer appropriate risk / retum premium over cash rates
on arange of different currencies®;

» To offer competitive interest distributions; and

» To allow investors a choice of investment curency and
investment term.

The Manager achieves this by being selective with the
investments of the LM First Mortgage Income Fund, which are a
diversified "pool” of registered first mortgages, cash and “at call’
securities.

Benefits of Investing
» Choice of investment term;

» Choice of currencies with non-Australian dollar currencies
hedged against movements in the Australian dollar;

> Australian registered first mortgage security;
» Appropriate risk premium relative to cash rates®;

» Funds management expertise — managed by specialist
mortgage trust manager,

> Nine year management track record of uninterrupted
income distributions?.

The LM First Mortgage Income Fund
Investments

The Fund currently invests in a diversified portfolio of Australian
registered first mortgages over commercial, residential, industrial,
retail and vacant land, interest bearing cash investments and “at
call’ securities.

The assets of the LM First Mortgage Income Fund as at 29
February 2008 totalled $718,403,075 and were made up as
follows:

Australian Registered First
Mortgage Securities 96%

Cash & “At Call" Securities 4%

Interest Distribution Rates

Interest distribution rates are variable, and will depend on
income earned and expenses paid by the Fund from time to time,
commission payable to advisers, and on the type of investment
chosen. Investors can obtain details of the most recent interest
distribution rates paid by the Fund in respect of particular
investment options from their adviser, by telephoning the
Manager on +617 5584 4500 or from the Manager's website at
www.LMaustralia.com.”

6 ion the returns paid to investors have outpe
. Performance of the Fund is not guaranteed

7 Past performance is not an indicator of future performance.

& While the Manager con any delays unlikely, in
Fund by up to 365 days spend withdrawals in or
Withdraw”).

ortgage Income Fund

Investment Options in the LM First
Mortgage Income Fund

Financial advisers have the advantage of tailoring a client's
portfolio for optimal liquidity and maximum return by blending
investment through one or more of the Fund's Flexi Account or
Fixed Term investments.

The investment options offered by the Fund provide fiexibility of
choice for investors. Investors can choose investment currency
and term of their investment by selecting one or more of the
investment options below:-

Australian Dollar Investment Options
» Flexi Account
The Flexi Account option generally allows investors 30
day access to their funds.?

» Fixed Term Investment
The Fixed Terms offered by the Fund are as follows®:-
> 4years > 3years > 2years > 13months
>12months > 6months > 3months > 1 month

Investors may request different terms by applying to the
Manager.

» LM Savings Plan
The LM Savings Plan is a savings plan option that
investors can start with a minimum investment of $100
and ongoing regular monthly investments of $100 or more
for at least the first 12 months.

Non-Australian Dollar Currency Hedged Fixed Term
Investment Options

Non-Australian dollar investments in the Fund are hedged
in the respective currency against Australian dollar currency
movements. The Fund cuirency hedges a non-Australian
dollar investment through the use of Forward Foreign Exchange
Contracts (‘FFEC"). The FFEC's are facilitated by a global
investment bank. Investments may be arranged for most
currencies including:-

>USD >GBP >EUR >CAD >HKD >SGD
>NZD >THB >CHFand >SEK

Non-Australian Dollar investors can choose the term of their
investment by selecting one or more of the investment terms
below:8

» 12 Months

» 6 Months

» 3 Months

» 1 Month

> JPY

The investor's investment term commences on the date the
Manager settles the FFEC.

For clarification on hedging a specific currency or enquiries for
other investment terms please contact the Manager.

Further details regarding each of the Fund’s investment options
are set out on pages 6 - 9 of this PDS.

is not an indicator of future
ent in the Fund are different

cash rates.
risks associa

perform
ith an in

n circumstances the Manager may delay withdrawals from the
protect all investments. Refer to page 17 of this PDS (“How to
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LM Flexi Account and Fixed Term Options
» Flexi Account
The Flexi Account option generally allows investors 30
day access to their funds.?

» Fixed Term Investment
The Fixed Terms offered by the Fund are as follows:?

> 4 years > 3years > 2years > 13 months
> 12months > 6months > 3months > 1 month

Investors may request different terms by applying to the
Manager.
Interest Distribution Rates
Interest distributions are variable, and will depend on income
eamed and expenses paid by the Fund from time to time,
commission payable to advisers, and on the type of investment
chosen. The most recent interest distribution rates paid by
the Fund in respect of the Fund’s Flexi Account, Fixed Term
Investment and LM Savings Plan options can be obtained
from an investor's adviser, by telephoning the Manager
on +617 5584 4500 or from the Manager's website at
www.LMaustralia.com.°

Interest Distribution Payments for the Flexi Account and
Fixed Term Options

Monthly interest distributions are automatically reinvested.
However investors may choose to have their interest distribution:-

» paid by direct credit monthly or quarterly to the nominated
financial institution account on the Application Form;

» paid to an investor's LM Cash Performance Fund
investment account; or

> paid as a split interest distribution, which means that part
of the interest distribution is paid to an investor's financial
institution account and the balance reinvested. Further
details are set out below.

If no instructions are given, interest distributions are automatically
reinvested.

Interest distributions are calculated daily. Interest distributions are
paid within 14 days after the end of the month. Quarterly interest
distributions are paid within 10 business days of the quarterly
anniversary of the investment date.

Interest distributions are paid by direct credit to the account
nominated on the investor's Application Form.

Split Interest Distributions for the Flexi Account and Fixed
Term Options

Investors can elect to have a fixed portion of their monthly interest
distribution amount paid monthly or quarterly to their nominated
financial institution account with the balance interest distribution
amount reinvested to their investment account.

This optional feature allows investors to properly plan and budget
their financial affairs and is particularly useful for investors who
are relying on investments to provide regular payments to meet
everyday expenses.

To use the “Spilit Interest Distributions” feature please complete
the appropriate section of the Application Form attached to this
PDS.

und
Options

Additional Investments for the Flexi Account and

Fixed Term Options

Investors can choose to make an additional investment or regular
monthly, quarterly or semi-annual additional investments to their
FlexiAccount or Fixed Term investment account. See the heading
“Adding to an Investment for Australian Dollar Investments Only”
on page 16 of this PDS.

LM First Mortgage Income Fund Fixed Term Commencement
An investment term generally commences on the day that the
investor's properly completed Application Form (and relevant
supporting documentation) and investment money are received
and processed by the Manager. For example, if a properly
completed Application Form, supporting documentation, and
investment money are received and processed for a 12 month
term on 15 January, then the investment term commences on 15
January and ends on 15 January of the following year.

Flexi Account Withdrawal Notice

To withdraw all or part of a Flexi Account investors must give the
Manager written notice. Payment of the withdrawal will generally
occur within 30 days from receipt of the written notice.? Whilst the
withdrawal is processed the investment continues to eam interest.
The withdrawal is paid by direct credit to the investor's account
nominated on the Application Form.

Fixed Term Investment Withdrawal Notice

To withdraw all or part of a Fixed Term investment, investors
must notify the Manager in writing at least 5 business days prior
to the maturity date of the Fixed Term investment. Payment of
the withdrawal will generally be made within 30 days after the
maturity date.® Whilst the withdrawal is processed the investment
continues to earn interest. The withdrawal is paid by direct credit
to the investor’s account nominated on the Application Form.

If no withdrawal notice or written notice to change the term, is
received at least 5 business days prior to the maturity date the
investment will automatically roll over for a further investment term
of the same length.

® While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to Withdraw”).

" Past performance is not an indicator of future performance.
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LM Savings Plan investors can start their savings plan with
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debit will be paid from the account nominated on the Application
Form.

The minimum investment term for the LM Savings Plan is 12
months. To ensure that savings are maximised no withdrawals
are allowed during the initial 12 month term.

After the initial 12 month period investors can make up to 4
withdrawals annually.

Interest Distribution Payments for the LM Savings Plan
Interest distributions are calculated daily and reinvested monthly
to an investor's LM Savings Plan investment account.

LM Savings Plan Additional Investments

Investors can choose to make additional investments to their
savings plan at any time. The minimum additional investment
amountis $100.

LM Savings Plan Withdrawal Notice

Following the initial 12 month investment period investors can
make up to 4 withdrawals annually by giving written notice to the
Manager. Payment of the withdrawal will generally occur within
30 days from receipt of the written notice.” The withdrawal is by
direct credit to the account nominated on the Application Form.

LM Savings Plan Commencement

An investment term generally commences on the day that the
investor's properly completed Application Form (and relevant
supporting documentation) and investment money are received
and processed by the Manager. For example, if a properly
completed Application Form, supporting documentation, and
investment money are received and processed for a 12 month
term on 15 January, then the investment term commences on 15
January and ends on 15 January of the following year.

und
Options

Performance

The historical returns of the Fund to 29 February 2008 are set
out below. Performance figures are calculated net of fees and
assume all interest distributions are reinvested. The performance
figures assume a fee of 1.1% pa (including GST) of net assets
is paid to advisers. No performance figures are provided for the
1 Month Fixed Term option as it commenced at the date of this
PDS, nor for the 13 Month Fixed Term option as it commenced
on 20 March 2008. Investors can obtain updated details of the
most recent interest distribution rates paid by the Fund in respect
of particular investment options from their adviser, by telephoning
the Manager on +617 5584 4500 or from the Manager's website
at www.LMaustralia.com. 2

Investment 6mths 1yr*  3yrs* 5yrs* 7yrs* Byrs*
4 Years 383% 7.78% NA NA N/A N/A
3Years 383% 7.78% NA NA N/A N/A
2Years 383% 7.78% 7.75% N/A N/A N/A
12MonthTerm  3.70% 7.52% 7.50% 7.60% 7.92% 7.89%
6 Month Term 296% 6.00% 6.00% 6.05% 6.32% 6.49%
3 Month Term 247% 5.00% 5.00% 5.02% 5.30% 5.46%
LMFlexiAccount 3.29% N/A NA NA NA NA
LMSavingsPlan 3.27% 6.52% 6.50% N/A N/A N/A

*Effective annual inferest distributions to 29 February 2008 Interest distribution rates
may vaty. Past performance is not an indicator of future performance.

" While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to Withdraw").

'2Past performance is not an indicator of future performance.

www.LMaustralia.com > LM First Morigage Income Fund
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Non-Australian Dollar Currency Hedged Fixed Term Investment Options

Non-Australian dollar investments in the Fund are hedged
in the respective currency against Australian dollar currency
movements. The Fund currency hedges a non-Australian
dollar investment through the use of Forward Foreign Exchange
Contracts (‘FFEC"). The FFEC's are facilitated by a global
investment bank. Investments may be aranged for most
currencies including:-

>USD >GBP >EUR >CAD =>HKD >SGD
>NZD >THB >CHFand >SEK

Non-Australian Dollar investors can choose the term of their
investment by selecting one or more of the investment terms
below:13

» 12 Months

» 6 Months

» 3 Months

» 1Month

>JPY

The investor's investment terms commences on the date the
Manager settles the FFEC.

Extended Investment Terms

Investors may apply to the Manager to invest in the Fund for an
extended investment period for multiple 12 month investment
terms e.g. if an investor wants to invest for a 2 year investment
term the 2 year investment term will be conducted as 2 rolling 12
month investment terms. In this case the second investment term
is dealt with in the same manner as an initial investment. If the
Manager allows the extended investment term, the terms and
conditions of the extended investment termm will be the same as
the Fund's investment terms outlined in the PDS in force at the
time the extended term commences. Investors will need to contact
their adviser or access our website at www.LMaustralia.com or
telephone us on +617 5584 4500 prior to the reinvestment term
to obtain details of the most recent interest distribution rates and a
copy of the PDS that will apply for the purpose of the reinvestment.

Non-Australian Dollar Currency Hedged Interest Rates
Interest distribution rates are variable, and will depend on
income earned and expenses paid by the Fund from time to time,
commission payable to advisers, and on the type of investment
chosen. Investors can obtain details of the most recent interest
distribution rates paid by the Fund in respect of particular
currency investment options from their adviser, by telephoning
the Manager on +617 5584 4500 or from the Manager’s website
atwww.LMaustralia.com. 4

Currency Hedge

The Fund hedges a non-Australian doflar investment through the
use of FFECs. Each FFEC requires agreement between the user
(the Fund) and the provider (financial institution) on the following:-

» curmencies to be exchanged;

> the value of each of the currencies to be exchanged:

» the maturity date of the contract; and

» the rate at which the exchange between currencies will occur.

The forward rate is determined by the spot rate (current market
rate) and the interest rates of the relevant currencies and will
change as these variables alter.

On acceptance of investment funds and the completed Application
Fom, the relevant currency is converted at the prevailing spot
market rate into Australian dollars and units in the Fund issued.
The Fund simultaneously enters into a FFEC. The FFEC requires
the Fund to deliver an amount of Australian dollars in exchange
for an amount of the relevant foreign currency at a specific time in
the future (the specific time is equivalent to the investment term)
at a predetermined exchange rate (forward rate). At the end of the
investment period the Fund converts the eamings of the investor
into the relevant foreign currency at the forward foreign exchange
rate.

Both the spot and forward transactions are facilitated by a global
investment bank.

This process allows the Fund to offer investors the opportunity
to invest in the LM First Mortgage Income Fund and hedge their
investment against currency movements.

Currency Hedged Initial Investment

On receipt of the investment amount and the completed
Application Form (including relevant supporting documentation)
the Manager will confirm receipt with the investor's adviser.

The non-AUD investment amount is held in the subscription
account until the Manager exchanges the foreign currency
into Australian dollars and simultaneously hedges the relevant
currency using FFECs.

Non-AUD investment terms for all currencies commence on the
day the Manager settles the FFEC. For example, if the properly
completed Application Form and supporting documentation for a
12 month term investment and investment monies are received
by the Manager on 20 March and the FFEC settles on 22 March
the commencement date will be 22 March and the maturity date
will be 12 months later. The investment commences to earn
interest from 22 March.

FFECs are settled on a daily basis with the global investment
bank.

Investors will be notified by the Manager of the commencement
date of their investment in writing.

' While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS ("How to Withdraw").

" Past performance is not an indicator of future performance.
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Interest Distribution Payments for Non-Australian Investments
Interest distributions are calculated for the term of the investment
and are reinvested at the end of the investment term unless the
investor elects to have the interest distribution paid direct to the
investor account nominated on the Application Form. The interest
distribution is paid within 5 business days of maturity of the original
and any subsequent investment term.

Investors should note that if they elect to have the interest
distribution paid to the investor account nominated on the
Application Form, financial institutions charge a remittance fee
which will be deducted from their interest distribution.

Automatic Reinvestment Default Position

If the investor has not ticked one of the boxes in Section 12 of the
Application Fom to either redeem or to rollover the investment for
subsequent investment terms, the following default process will
apply. At the end of the relevant investment term, the investor's
original investment amount and interest distribution (unless the
investor elects to have the interest distribution paid direct to the
account nominated on the Application Form), are automatically
reinvested and rehedged in the originally nominated currency
for further 1 month investment terms until the investor provides
the Manager with longer investment term instructions or a written
withdrawal notice.

Investors should complete the Maturity/Rollover Instructions in
Section 12 of the Application Form to ensure that correct rollover/
withdrawal instructions are provided to the Manager.

Investors should consult with their adviser to obtain details of
the current PDS and most recent interest distribution rates prior
to reinvestment.'® The current PDS and most recent interest
distribution rates are also available from the office of the Manager
by telephoning +617 5585 4500 or by visiting the Manager's
website at www.LMaustralia.com. 5

Changing Rollover Investment Terms

Investors can change the term of their investment by giving
the Manager written notice at least 5 business days prior to the
existing maturity date.

Investors should consult with their adviser to obtain details of
the current PDS and most recent interest distribution rates prior
to reinvestment.'> The current PDS and most recent interest
distribution rates are also available from the office of the Manager
by telephoning +617 5585 4500 or by visiting the Manager’s
website at www.L Maustralia.com. 1

Notice of Withdrawal

To withdraw all or part of a currency hedged fixed term
investment, investors must notify the Manager in writing at least 5
business days prior to the maturity date of the current investment
term. Payment of the withdrawal will generally be made within
5 business days after the maturity date.’® The withdrawal is by
direct credit to the account nominated on the Application Form.

Please refer to the paragraph on this page headed “Automatic
Reinvestment Default Position” for further details of the
consequences of not providing the notice in writing at least 5
business days prior to the relevant maturity date.

www.LMaustralia.com > LM First Morigage Income Fund

' Past performance is not an indicator of future performance.
' While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals to protect all investments. Refer to page 17 of this PDS ("How to Withdraw”). 107 ©°
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Assets of the LM First Mortgage Income
Fund

The assets of the Fund are a diversified portfolio of Australian
registered first mortgages over commercial, residential, industrial,
retail, vacant land, interest bearing cash investments and “at call”
securities.

The assets of the Fund as at 29 February 2008 totalled
$718,403,075 and were made up as follows:

Australian Registered First
Mortgage Securities 96%

Cash & "At Call" Securities 4%

Investment Strategy and Structure

The Manager's investment strategy is to provide competitive
investment retums from Australian registered first morngage
securities, cash and “at call” securities. Risk management is a priority
and the Manager follows a disciplined research driven approach to
investment.

The Manager's Property Research and Analysis Committee
{'"PRAC"), specifically targets locations offering property growth
opportunities and property sectors which are expected to perform.
The Manager utilises the information provided by PRAC to review
and assess its asset allocation strategy for the mortgage securities.
As part of its asset allocation strategy the Manager diversifies the
mortgage portfolio at a number of levels including, sector, geographic
location, term and loan size.

All decision making in relation to the assets of the Fund is handled
through a collaborative discussion forum of committee structures,
rather than resting with one person. Both the broad base of expertise
involved in committee discussions togetherwith the objectivity offered
by voting members of the committees is designed for the ultimate
protection of investor funds. The Credit Committee is integral to the
compliance and risk management processes utilised by the Manager
with respect to the selection of registered first mortgage assets for
the Fund. The Credit Committee calls for collaboration of a broad
base of expertise from the praperty, finance, legal and accounting
sectors when evaluating mortgage assets for the Fund. The formal
structure and collaborative decision making process provided by the
Credit Committee ensures an informed assessment and objective
decision is made when selecting the first morigage assets of the
Fund. For more information in relation to the Credit Committee and
the Manager's lending policies and procedures refer to the section
headed "Lending Policies and Procedures of the LM First Mortgage
Income Fund" on this page of the PDS.

To enhance investment returns from cash investments the Manager
may, from time to time, invest a proportion of Fund’s cash assets
with other fund managers who specialise in income bearing cash
investments, long and short tem securities (including equity
securiies and derivatives on securities) or mortgage securities.
Specialist fund managers are chosen following an extensive and
rigorous research process that examines their investment style,
expertise of their investment team and a range of other factors. The
Manager reviews each specialist fund manager’s performance on
an ongoing basis, ensuring that they operate within the mandated
expectations and guidelines. As at the date of this PDS, the Manager
has a policy limiting the proportion of Fund assets invested with other
specialist fund managers to 10%.

Fun Investments

The Manager monitors and balances the Fund's portfolio of assets
between cash, “at call’ securities and Australian registered first
mortgage securities, to ensure:-

» the delivery of consistent performance for investors;

» sufficient liquidity is available for investors redeeming their
investment in the Fund”. The Manager has a liquidity
policy that is manitored by the Board to adequately manage
payment of withdrawals within the time period specified; and

» liquidity is available to service the requirements of both
existing and new mortgage securities.

Since its inception in 1999, the Fund has settled approximately $3.5
billion of first mortgages. To ensure a continued supply of loans
for the portfolio, the Manager's Commercial Lending Department
markets its property related expertise, experience and lending
services throughout a network of Australian loan originators.

Lending Policies and Procedures of the
LM First Mortgage Income Fund

The Manager is selective in its choice of mortgages and adheres to
prudent lending parameters. The Fund follows strict lending policies
and procedures as detailed below:

» Assessment of the borrower - the Manager endeavours to
meet every borrower to assess character and business
acumen;

» Al mortgages are subject to the Manager’s rigorous due
diligence process including approval by the Manager's
Credit Committee;

» Afirst mortgage is always registered on property held as the
primary security;

» The Manager has every security property valued by one
of the Manager’s panel valuers or by a valuer meeting the
Manager's standards for inclusion on its panel and adhering
to the Manager's valuation guidelines;

» The Manager does not accept valuations performed on
the instruction of borrowers. The Manager requires that
valuations be provided on the Manager's instructions, or that
valuers confirm that their valuations adhere to the Manager’s
requirements;

» The valuer must have appropriate professional indemnity
Insurance;

»  The valuer must certify that they are independent of both the
borrower and security property;

»  An updated valuation will generally be required where a loan
term is extended or a loan is otherwise varied. An updated
valuation will also generally be required for commercial
loans at 24 month intervals and for construction loans at 12
month intervals. The requirement for an updated valuation
may be waived where the Manager considers that an
updated valuation would serve no useful purpose (eg where
itis demonstrable that property values have increased or not
changed in the locality of the property, where a property under
construction is significantly presold, where a commercial
property has long term leases in place, where a sale

or refinance is imminent or where the loan to valuation ratio
of the property is low);

» TheManager has a policy of diversifying mortgage securities
geographically and by property type;

» The Manager has a policy of generally not exceeding the

" While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS ("How to Withdraw").

108



following loan to valuation ratios:-
66.67% for construction and development loans; and
75% for commercial loans;

> The constitution of the Fund does not allow the Manager
to exceed a loan to valuation ratio of 85% for any one loan
exceptin the event of default. This could occur for example,
where interest is being capitalised while the security
property is being marketed and sold, or where the Manager
determines that expenditure should be incurred to improve
the security property prior to sale (the Manager considers a
loan to be in default when interest payments have not been
received in breach of the loan agreement, or the loan term
has expired without repayment of principal);

» One of the tools the Manager employs to enhance income
into the Fund is to balance the assets of the mortgage
portfolio between commercial loans and selective
development loans;

> A serviceability analysis is performed to evaluate the

financial capacity of each applicant borrower including
checking the credit history of each borrower through a credit

bureau.
eri ation in ion to olicies and g
ais edonpa 1ofthi ional Inform

To the extent that they may affect the value or performance of an
underlying investment the Manager may take into account labour
standards, or environmenial, social or ethical considerations
when making, retaining or realising an investment in the Fund.
The Manager has no predetermined view about how far such
matters will be taken into account, and the Manager will make a
determination on such issues on a case by case basis.

LM First Mortgage Income Fund Arrears
Management

The Manager has documented arrears management processes
which are implemented in the event that a mortgage loan goes
into default. Arrears loans are managed by a team of experienced
personnel. The documented processes include the following:

» Dishonoured payments or other defaults are referred to
the Arrears Manager for actioning. The Arrears Manager
immediately contacts the borrower to ascertain the
circumstances of the default;

»  Ifthe default is short term, arrangements are made with the
borrower to remedy the default;

» If the default is long temn, a summary of the nature of
the default is emailed to the Arrears Committee with
recommendations;

» The Arrears Committee is comprised of the Executive
Directors, the Portfolio Manager, the Risk Manager, the
Arrears Manager and members of the Commercial Lending
Department as appropriate;

> The Arears Committee meets at least weekly. The
Arrears Committee considers the recommendations for
arrears loans and supervises the preparation of an arrears
management plan for each arrears loan. Given the nature
of loans within the loan portfolio, the Manager adopts a
case by case approach to amears management, reflected
in the individual management plans for each arrears loan:

» Management plans are implemented by the Armears
Manager who maintains a separate armrears file for each

arrears loan;

Reports on arrears loans are prepared and presented at
Arrears Committee meetings. Management plans are
considered and updated as necessary;

In the formulation of a management plan the Arears
Committee considers the following factors:

Current value of the security property;
Whether an updated valuation ought to be obtained;
Current loan amount;
Currentloan to valuation ratio;
Areview of securities held;
Areview of insurances held;
Issue of default notices;
For commercial loans:-
> tenancy status;
® Forconstruction loans:-
> status of construction;
> costto complete;
> sales achieved;
> review of presales;
Current marketing and/or sales programs;
Credit assessment of the borrower and any guarantors;

Whether demands ought to be issued to any
guarantors;

Any proposal by the borrower to remedy the default;

Status of any second or subsequent mortgages and
status of priority arrangements;

Desirability of taking possession or appointing a
receiver or agent for the mortgagee;

® Compliance with statutory requirements (eg lodgement
of hotices, maintenance of controller accounts);
Any site-specific issues (eg planning, subdivision,
contamination or heritage status);

Potential sales avenues:

® Whether sales agent ought to be appointed/selection of
agent;

For all arears loans, a detailed recoverability analysis

is prepared and updated on a weekly basis as part of the

arrears management plan;

Extemal consultants (valuers, lawyers, insolvency
practitioners, sales consultants etc) are engaged where
appropriate throughout the arrears management process;

The Manager may from time to time foreclose on a security
property as part of a realisation strategy. Foreclosure is
a remedy available to a registered mortgagee by which
the mortgagee becomes the absolute legal owner of the
property free of any interest of the mortgagor. In the event
of foreclosure, the Manager may hold, improve andfor sell
the security property in order to achieve the best result for
the Fund. The Manager may sell a property on which it has
foreclosed to a related entity, in which case the sale price
will be determined by valuation.

Arrears loans are managed in this way until the security is sold
and/or all possible recovery action has been completed.
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The assets of the Fund as at 29 February 2008 totalled
$718,403,075 and were made up as follows:

Australian First Registered
Mortgage Securities 96%

Cash & “At Call" Securities 4%

As at 29 February 2008 the mortgage allocation was as follows:
Security Property Type Allocation

" Commercial 34%
Residential 36%
OJ Industrial 8%
Pre-Development Land 16%
Retail 6%

Geographic Distribution of Security Property

New South Wales 35%
Australian Capital Teritory 3%
Victoria 9%
0] Queensland 34%
* Western Australia 7%
Northern Territory 11%
Tasmania 1%

Construction and Development Mortgage Securities

Construction & Development
Mortgage Securities 33%

Non-Construction Mortgage
Securities 67%*

ge velopment land, completed
ge

Mortgage portfolio details as at 29 February 2008

Total amount of mortgage securities $687,494,654
Number of mortgages 74
% of mortgages with fixed interest rates 100%
Average loan to valuation ratio 63.89%
Smallest loan $94,672
Largest loan $85,523,929
Average loan size $9,290,468
Undrawn loan commitments over $362,375,790
next 24 months

Average monthly undrawn loan commitments  $1 5,098,991

The Manager maintains a detailed cash flow model which
assesses the fotal Fund inflows and outflows including
programmed loan repayments from borrowers and progressive
loan draws. This madel allows the Fund's Portfolio Manager to
accurately assess Fund cash requirements to ensure sufficient
liquidity for the Fund to meet its commitments at all times.'®

As at 29 February 2008 there were 52 borrowers. Two borrowers
had a morigage that exceeded 5% of the mortgage portfolio. The
Manager generally ensures that no single mortgage exceeds
10% of the Fund’s assets.

One borrower may have an interest in several loan facilities
by way of different entities. The Manager assesses the total

rtgage Inco e Fund

exposure to one borrower as including those related entities with
different loan facilities.

Mortgage securities by maturity profile as at 29 February 2008

Period maturing % of Total Value $
0-6 months 38.42% $264,114,682
6-12 months 32.65% $224,434,036
12-18 months 17.19% $118,182,830
18-24 months 5.70% $39,203,830
24-36 months 3.37% $23,164,303
36-48 months 0% $0
48-60 months 2.67% $18,321,927

Mortgage securities by interest rate profile as at 29 February 2008
For the month ended 29 February 2008 the average interest rate
of the mortgage portfolio was 9.69%.

Interest rate % % of Total Value $
=0or<7.00% 0.12% $816,519
7.01-7.50 1.57% $10,812,275
7.51-8.00 7.78% $53,467,988
8.01-8.50 11.13% $76,515,263
8.51-9.00 10.51% $72,213,890
9.01-9.50 15.67% $107,696,936
9.51-10.00 1.98% $13,630,474
10.01-10.50 5.45% $37,435,117
10.51-11.00 30.59% $210,310,344
11.01-11.50 9.66% $66,433,970
11.51-12.00 5.54% $38,088,833
Status of Mortgage Loans

The Manager considers a loan to be in default when interest
payments have not been received in breach of a loan agreement,
or the loan term has expired without repayment of principal. Set out
in the table below are details of Fund loans falling into the former
category.

LM First Mortgage Income Fund Loans in Arrears

Period Principal Unpaid Interest No. of loans
60-90 days $10,436,287  $609,953

90 days andover $34,685533 $6,165,154 7
Total $45121,820 $6,775,107 8

As at 29 February 2008 the percentage of morigage securities in
arrears was 7.49%.

All of the loans except for one in arrears were past their maturity
date. As at 29 February 2008 one other loan was past its maturity
date and it represents 0.6% of the mortgage portfolio.

The Manager utilises its property expertise and its Arrears
Management Policies and Procedures to secure realisation and
exit strategies for all arrears loans.

As at the date of this PDS the directors do not consider the arrears
above will result in a capital loss for the Fund.

'® While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to Withdraw”).
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Unit Pricing

The price of units in the Fund has remained at $1.00 since
the inception of the Fund in October 1999. As per the Fund's
constitution, the unit price is calculated monthly and determined
by dividing the value of the adjusted net assets of the Fund by the
number of units on issue on the last day of each month. The unit
price may vary and may increase or decrease depending on the
performance of the assets of the Fund.

The Manager has a Unit Pricing Policy which provides that Fund
as ill be va cost ir value, ng on the type
of The M will lue ani nt asset if the
Manager determines that a particular investment has increased
or decreased in value. A copy of the Unit Pricing Palicy with any
assessment provisions exercised by the Manager is available free
of charge upon request.

Updated Financial and Other Information

The current financial report for the Fund is available at www.
LMAustralia.com or by telephoning freecall 1800 062 919

or +617 4500. The Man will notify
material rse information in ion to the
In nt he is
a to ng fo
io F s as
mort rities allo eg. perty
type average to val , ance

and arrears, including information contained in this PDS) will be
updated by the Manager on its website and a paper copy of any
updated information will be given to any person without charge on
request.

www.L Maustralia.com > LM First Morigage Income Fund
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How to Invest

If a properly completed Application Form, investment funds
and investor/s verification documentation and information (as
required) arrive before 12 noon Queensland time on a business
day at the Gold Coast, Queensland, the application will generally
be accepted that day; if they arrive after that time, then that
application will be accepted on the next business day.

1.

2.

3.

Complete and sign the Application Form attached to this
PDS.

Remit funds directly to the Fund by one of the methods
outlined on pages 14 and 15.

Mail the Application Form plus the Direct Debit Request
Form / Bpay Receipt / Electronic Direct Credit Receipt /
copy of Telegraphic Transfer or Cheque, to the Manager
at LM Investment Management Ltd, PO Box 485 Surfers
Paradise Qld 4217.

How to Remit Funds for Australian
Dollar Investments

There are a number of ways to remit funds for the Australian dollar
investment options in the Fund. Australian Dollar investors can:-

complete the Direct Debit Request Form attached to this
PDS (for investors with Australian bank accounts only);

or

make a cheque payable to the custodian (for Australian
bank account holders only)- PTAL acf LM First
Mortgage Income Fund;

or
remit funds directly by BPay (for Australian bank account
holders only). In this instance an investor must fax the
Application Form to the Manager then telephone the
Manager on freecall 1800 062 919 (Australia only) or
+617 5584 4500 to receive their account number. On
receipt of an account number the investor can proceed to
BPay by using:

Biller Code Reference No

53363 YourAccount No

The Bpay receipt must be attached to the Application
Form when mailed to the Manager;

or

remit funds directly by electronic direct credit or
telegraphic transfer. In this instance once an investor
has forwarded the electronic direct credit or telegraphic
transfer to the Fund’s bank account (details below) the
investor must fax the completed Application Form and a
copy of the electronic direct credit receipt or telegraphic
transfer to the Manager and forward the criginal by mail;

LM First Mortgage Income Fund

Name of Account:

PTAL acf LM First Mortgage Income Fund

Bank: Suncorp Metway Ltd

Swift Code: METWAU4B

Branch: Wickham Terrace, Brisbane
BSB: 484799

Account No: 045450110

or

When remitting funds by electronic direct credit or
telegraphic transfer please provide the electronic direct
credit or telegraphic transfer reference code on the
Application Form in Section 13 and attach a copy of the
electronic direct credit receipt or telegraphic transfer
to the Application Form. Investors making additional
investments must complete the Additional Investment
Form available from the Managers website at www.
LMaustralia.com. Investors should note that financial
institutions may charge a remittance fee which wiil be
deducted from their investment. We endeavour to ensure
inter-financier transfer processes are effected promptly,
but cannot be held accountable for any delays within the
banking system;

to make payment by credit card please complete the
Credit Card Payment Form attached to this PDS and
forward it with the Application Form to the Manager.
The merchant fees charged by the credit card provider
are deducted from the investment funds. The merchant
service fee may vary from time to time, but as at the
date of this PDS the merchant fees were 1.54% of the
investment funds.
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How to Remit Funds for Non-Australian
Dollar Currency Hedged Investments

Remit funds directly by telegraphic transfer. Telegraphic
transfers can be arranged with an investor's overseas financial
institution by providing it with the following details of the bank
account to be credited (which is in the name of the custodian).
Please provide the telegraphic transfer reference code on
the Application Form in Section 13 and attach a copy of the
telegraphic transfer to the Application Form.

New Zealand investors should note the alternative payment
options referred to below under the heading “New Zealand
Investors”.

For currencies other than those shown on this page please
contact the Manager to obtain bank account details for
telegraphic transfers.

Please ensure that funds are remitted in the currency to be
invested.

R,
to

Name of Account: PTAL acf LM First Mortgage Income Fund

Bank: Commonwealth Bank of Australia
Address: 48 Martin Street, Sydney

Swift Code: CTBAAU2S

Branch Sydney

Account No. 100642778

{plus the currency code for the currency
you are sending e.g. 100642778 USD)

New Zealand Investors

Telegraphically transfer NZD to the
account below:-
Name of Account: PTAL acf LM First Mortgage Income Fund

Bank: ANZ

Address: 203 Queen Street, Auckland, New Zealand
Swift Code: ANZBNZ22

Branch: Auckland

Account No. 0102 0987918 00

As well as making NZD Investments by telegraphic transfer,
investors living in New Zealand can:-

» Amange for NZD investments to be direct debited from
their bank account. Please complete the Direct Debit Form
in this PDS; or

» make a deposit in person at an ANZ bank or
electronically direct credit investment funds to the ANZ
NZD account referred to above. When remitting funds by
direct credit please supply a copy of the direct credit receipt
and banking reference number provided by the remitting
bank in Section 13 of the Application Form.

After receipt of funds, cumency hedged non-Australian dollar
applications are processed in the manner detailed in the paragraph
headed “Currency Hedged Initial Investment” on page 8 of this PDS.

Investors should note that financial institutions may charge a
remittance fee which will be deducted from their investment. The
Manager endeavours to ensure inter financier transfer processes
are effected promptly, but cannot be held accountable for any delays
within the banking system.

Minimum Investment Amount:

Investment Minimum Minimum Additional
Option Investment Investment/Monthly
Contribution

LM First Mortgage Income Fund

Flexi Account $1,000 Multiples of $1,000

Fixed Terms $1,000 Multiples of $1,000

LM Savings $100 Minimum monthly

Plan contribution &
additional investments
$100

Currency Hedged $1,000 Multiples of $1000

Non-Australian
Dollar Fixed Terms

The Manager will, at its discretion, accept investments of amounts
different to those set out above.

Monthly Contributions to an
LM Savings Plan Account

Investmentin  When Debited You can stop/restart
LM Savings Debited from the After the minimum
Plan nominated account initial 12 month

on the 24th of each period an investor

month or next
business day if
the 24thfallson a
weekend or public
holiday unless a
specific date is
nominated on the
Application Form.

can stop and restart
their LM Savings
Plan at any time
without incurring
fees by simply
contacting the
Manager in writing.

If an investor has not made a monthly contribution in 12 months
a new Direct Debit Request Form will have to be completed and
forwarded to the Manager.

www.LMaustralia.com > LM First Mortgage income Fund
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Adding to an Investment for Australian
Dollar Investments Only
When adding to an investment, please remember to;

» complete the Additional Investment Form available from
the Manager’s website at www.LMaustralia.com;

» provide the account number - if an investor is unsure of the
account number please contact the Manager;

» state the full account name;

stipulate the amount to be added — payment can be made
by the methods outlined under “How to Remit Funds” on
pages 14 and 15 of this PDS. Any queries please contact
the Manager on +617 5584 4500 or freecall 1800 062 919
(Australia only);

» include a daytime telephone number;

mail the Additional Investment Form plus the Direct Debit
Request Form / Electronic Direct Credit Receipt / copy of
Telegraphic Transfer or Cheque, to the Manager at LM
Investment Management Ltd, PO Box 485 Surfers Paradise
Qld 4217.

Please note that additional investments can be made at any
time to existing Australian dollar investments however additional
investments can only be added to existing currency hedged non-
Australian dolfar investments on rollover of the current investment
term.

If you add to an existing fixed term investment (instead of starting
a new fixed term investment) the new application moneys will be
added to, and from that date will be treated as part of, the existing
investment. For example, if a 12 month term investor makes
an original investment of $100,000 on 12 March and then in 6
months time adds another $50,000 to the existing investment, the
entire $150,000 investment will mature 12 months after the initial
$100,000 investment was made.

If you are adding to an existing investment you should first
obtain a copy of the current PDS for the Fund, as the additional
investment will be made on the terms of that PDS. Investors can
obtain a current copy of the PDS at any time from their adviser,
our website at www.LMaustralia.com or by calling us on freecall
1800 062 919 (Australia only).

Cooling Off Period

A 14 day cooling off period generally applies to investments
in the Fund. The cooling off period does not apply to additional
investments or reinvestments of distributions.

During the 14 day cooling off period investors have the right
to change their mind and withdraw their investment, This 14
day period commences on the earlier of 5 days from the date of
issue of units in the Fund to the investor, or the investor receiving
confimation that their investment has been accepted and
processed.

Investors wishing to withdraw must contact the Manager in writing
at LM Investment Management Limited, PO Box 485, Surfers
Paradise, Queensland 4217, by fax +617 5592 4116, or by email
to mail@LMaustralia.com. If the Manager receives a withdrawal
request within the 14 day cooling off period, it will withdraw and
refund the investment. The refund may be adjusted to reflect
any changes in unit price (positively or negatively), any taxation
incurred, and if the investment is a currency hedged fixed term
investment, any fees incurred in relation to breaking the FFEC.

These cooling off rights do not apply to wholesale investors (as
defined in the Corporations Act 2001) or if the Fund is not liquid
for the purposes of Chapter 5C of the Corporations Act. Investors
should contact their adviser or the Manager by telephoning +617
5584 4500 or by email to mail@LMaustralia.com if they have any
questions about cooling off rights.
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How to Withdraw

When requesting a withdrawal, investors please remember to:-

» provide the name of the Fund and the investment account
number. If you are unsure of the account number please
contact the Manager,

state the full investment account name;

stipufate the amount to be withdrawn and how it is to be paid:;
include a daytime telephone number; and

sign the request—

o fifitis ajoint account both investors must sign the request;

ifitis a company account either 2 directors, 1 director
and company secretary, or sole director who is also
the sole secretary must sign the request;

vV v.v v

> You can send your signed withdrawal request by the
following options:-
Faxing the signed withdrawal request to the Manager at
+617 5592 4116 or

Scanning the signed withdrawal request and emailing it to
the Manager at investmentservices@LMaustralia.com or

® Mailing the original signed withdrawal request to the
Manager at PO Box 485, Surfers Paradise, Qld 4217
Australia.

If an investor requires withdrawal proceeds to be paid to an
account other than the account nominated on the Application
Form, then we may require further documentary evidence.

Fax & Scanned Images - Terms and Conditions

You should understand that a person without your authority could
send the Manager a fax or scanned image, and by pretending to
be you, transfer or withdraw funds from your account for their own
benefit or request any other changes to your account.

In using fax or scan facilities, you agree that the Manager is not
responsible to you for any fraudulently completed communications
and that the Manager will not compensate you for any losses.

You agree that should such a fraud take place you release and
indemnify the Manager against any liabilities whatsoever arising
from the Manager acting on any communication received by fax
or scanned image in respect of your investment, to the extent
permitted by law.

The Manager will not be liable for any loss or delay resulting from
the non-receipt of any transmission. These terms and conditions
are in addition to any other requirements that may form part of
your giving instructions relating to the completion of a particular
authority.

By sending the Manager a fax or scanned image you signify your
acceptance of these conditions.

Withdrawal Notice Period
Investment  Withdrawal request Withdrawal is
Option received by the Manager paid by the Manager*

LM First Mortgage Income Fund

Flexi Priorto 12noononany  Generally within 30
Account Gold Coastbusiness days from receipt of
Option day notice and is credited to
the investor’s financial
institution account
nominated on the
Application Form
Australian  5business days priorto  Generally within 30
DollarFixed expirationofthefixed  days after maturity
Term term date by direct credit to
Investment the investor’s financial
institution account
nominated on the
Application Form.
Currency  5business days priorto  Generally within
Hedged Non- expirationofthefixed ~ business days after
Australian term maturity date by direct
Dollar Fixed credit to the investor's
Term financial institution
Investment account nominated on
the Application Form.
LM Savings Following the initial Generally within 30
Plan 12monthinvestment  days after the Manager
Option period investors receives written notice of

the withdrawal by direct
credit to the account
nominated on the
Application Form.

canmakeupto4
withdrawals annually by
giving written notice to
the Manager.

*LM First Mortgage Income Fund - Withdrawal Delays

The Manager is generally required by the constitution to satisfy
withdrawal requests within 180 days. In certain circumstances,
that period may be extended to 365 days or the Manager may be
entitled to suspend withdrawals. This facility allows for protection
ofinvestment funds. The Manager has a liquidity policy that

is monitored by the Board to adequately manage payment of
withdrawals within the time specified. For all non-Australian
dollar investments, the Manager will continue to hedge (on a 1
monthly basis) the currency exposure of these investments. The
time periods for withdrawals referred to above are the periods
within which the Manager expects to be able to satisfy withdrawal
requests, based on the withdrawal requests previously made in
respect of the Fund. However, past experience is not an indicator
offuture circumstances, and there could be delays in meeting
withdrawal requests, or a suspension of withdrawals. Refer to the
paragraph headed “"Withdrawal from the Fund" on page 31 of this
PDS.

The withdrawal notice period commences from the time the notice
is received by the Manager. Where a request for withdrawal is
received on any day that is not a business day on the Gold Coast,
Queensland, the request is deemed to have been received by us
on the next business day.

www.LMaustralia.com > LM First Mortgage Income Fund

-
-
(4]
-
~



www.LMaustralia.com > LM First Mortgage Income Fund

-
(o]

Minimum Withdrawal Amounts

Investment Option Withdrawin  Minimum
multiplesof  balance

- Flexi Account Option $1,000 $1,000

- Fixed Term Options $1,000 $1,000

- LM Savings Plan Option $100 $100

If the investment amount remaining after a withdrawal is less than

the  mumb out then the Manager may di

the  drawal reb The Manager has discre

to allow withdrawal amounts other than those set out above.

Breaking a LM First Mortgage Income Fund Fixed Term
Investment or LM Savings Plan
Partial or full withdrawals are NOT pemitted:-

» during a fixed term investment;

» during the initial 12 month term of an LM Savings Plan
investment or more than 4 withdrawals are not permitted
in any 12 month period thereafter.

The Manager has complete discretion to allow a partial or full
with during a term nt or LM Sa Plan
and lty only all arly w in the event th or
in cases of medical or financial hardship. If the Manager allows an
early withdrawal, the Fund will charge:-

» afee equal to the last three months’ interest distributions
paid or payable on the amount being withdrawn; and

» where an adviser is paid an upfront commission the
Fund will charge an additional fee equal to the upfront
commission paid, calculated on a pro-rata basis for the
length of time remaining to maturity.

The above fees will be deducted from the investment amount.

Currency hedged fixed term investors should note that the above
fees do not necessarily reflect the only impact of an early withdrawal.

ng
ion
th
e arean ors, including cy
r nd leng Investors will to

contact the Manager if they want to withdraw early, and the Manager
can at that time provide details of the total withdrawal costs, fees and
other possible financial impacts.

Investors should note that the financial impacts on an investor
cy d fixed nt term with an early
to n the in ceiving less than the

original amount invested.

Overseas Remittance

In should that i tions may ea
re fee wh ill be their invest We
endeavour to ensure inter-financier transfer processes are effected
promptly, but are not responsible for any delays within the banking
system.
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Adviser Access to Investment Information

Advisers can Monitor an Investor’s Investment

Advisers are provided with online access to full investment details and reporting on their clients’ investments. For example, to check
maturi for adv can s gl ingon LMI on
Excha chi rom ome o} te eLMI ation ge
the adviser can contact the Manager on freecall 1800 162 919 (Au

Correspondence & Information from the Manager
To assist investors to keep track of their investment the Manager will send:-

» OnReceipt of Investment Funds and Application Form:
The Manager will email the adviser to confirm receipt of investment funds and Application Form.

» Onlinvestment:
On initial investment a Contract Note will be forwarded as requested by the investor on the Application Form (refer to Section
8 of the Application Form —which provides for correspondence to investorfs by email or post, or for correspondence to only be
sentto the adviser ).

» Interest Distributions:
No correspondence is sent by the Manager. Interest distributions are reinvested unless the investor elects to have the interest
distributions paid to their financial institution account. Advisers can access Transaction Statements and Distribution
Statements from the LM Information Exchange.

» LM First Mortgage Income Fund Fixed Investment Terms Maturity Notice
The Manager provides advisers access to the Maturing Investments Report for their clients from the LM Information
Exchange. Anotice of maturity is emailed to advisers prior to the maturity date for fixed investment terms.

For Australian Dollar Fixed Term Investments - on the maturity date the investment wiil automatically rollover for a further
investment term of the same length unless the Manager receives written notice of withdrawal or of a change to the investment
term at least 5 business days prior to the maturity date.

For Currency Hedged Non-Australian Dollar Fixed Term Investments — on the maturity date the investor's original
investment amount and interest distribution (unless the investor has nominated for the interest distribution to be paid to their
bank account) is automatically reinvested and rehedged in the originally nominated currency for the roliover term selected on
the Application Form. If no rollover term is selected the investment will automatically rollover for further 1 month investment
terms until the investor provides the Manager with longer investment term instructions or a written withdrawal notice.

Investors and their advisers will need to access the Manager’s website or telephone us prior to the reinvestment term to access
the most recent interest distribution rates and the current PDS that will apply for the purpose of the reinvestment, '®

» Rollover Confirmation
Within 5 business days following rollover of the investment a Rollover Confirmation Notice/Contract Note will be forwarded to
advisers.
» Transaction Statement is available to investors:
from their financial adviser via the LM Information Exchange; or
by request to the Manager.

» Exit Statement with details of the investor’s investment account will be sent to the investor within 6 months of withdrawal from
the Fund.

» Annual Periodic Statement with details of the investor's investment account will be sent to the investor once a year by 31
December for the preceding financial year.

» Annual Taxation Summary will be sent to an investor or made available to their adviser on the LM Information Exchange by
the end of September each year for the preceding financial year.

» Annual Financial Statements of the Fund will be available on the Manager’s website at www.L Maustralia.com by the end of
September each year for the preceding financial year. Investors 00 ceive the annual statements free of charge by
mail or email by marking the appropriate box in Section 8 ofthe A on

Changing Details
Investors can advise the Manager of their change of address, email or telephone number/s by telephoning the Manager on 1800 062 919
(Australia only) or +617 5584 4500 or emailing the Manager at mail@LMaustralia.com.

All other changes including bank account details must be made by written request signed by the investor/s and sent to the Managerby:-

Faxing the signed request to +617 5592 4116; or

Scanning the signed request and emailing it to the Manager at investmentservices@LMaustralia.com or

Mailing the original signed request to the Manager at PO Box 485, Surfers Paradise, QLD, 4217 Australia..
Change of Details Forms can be obtained from the offices of the Manager or online at www.LMaustralia.com .

¥ Past performance is not an indicator of future performance.
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Fees & Other C sts

Government regulations require all financial product issuers to include the standard consumer advisory waming set out below. The
warning below is standardised across all product issuers and does not provide specific information on fees and charges for the LM First
Mortgage Income Fund.

CONSUMER ADVISORY WARNING
DID YOU KNOW?

Small differences in both investment performance and fees and costs can have a substantial
impact on your long term returns.

For example, total annual fees and costs of 2% of your Fund balance rather than 1% could reduce
your final return by up to 20% over a 30 year period (for example, reduce it from $100,000 to
$80,000).

You should consider whether features such as superior investment performance or the provision
of better member services justify higher fees and costs.

You may be able to negotiate to pay lower contribution fees and managements costs where
applicable. Ask the Fund or your financial adviser.

TO FIND OUT MORE

If you would like to find out more, or see the impact of the fees based on your own circumstances,
the Australian Securities and Investments Commission (ASIC) website (www.fido.asic.gov.au)
has a managed investment fee calculator to help you check out different fee options.

Refer to the table on page 22 of this PDS for information on the specific fees and charges that apply to the LM First Mortgage Income
Fund.
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This table shows fees and other costs that you may be charged. These fees and costs may be deducted from your money, from the
returns on your investment or from the Fund’s assets as a whole. Taxes are set out on page 25 of this PDS.

You should read all of the information about fees and costs, because it is important to understand their impact on your investment.

TYPE OF FEE OR COST AMOUNT HOW AND WHEN PAID

FEES WHEN YOUR MONEY
MOVES IN OR OUT OF THE FUND.

Establishment Fee : Nil Not applicable.
The fee to open your investment.

Contribution Fee : Nil Not applicable.
The fee on each amount contributed
to your investment by you.

Withdrawal Fee Nil for the Flexi Account, or where you take out your LM First Mortgage Income Fund Fixed Term
The fee on each amount you take investment at the end of its Fixed Term, orinaccordance  investments and LM Savings Plan only
out of your investment. with the terms of the LM Savings Plan, after giving the - Fees for early withdrawal are deducted

required notice. from the amount withdrawn at the time of

The Fund may charge a fee for early withdrawal equal ~ Withdrawal.
tothe last 3 months’interest distributions paid or payable

on the amount withdrawn plus any upfront adviser

commission paid in relation to the amount withdrawn,

on a pro rata basis for the length of time remaining to

maturity of the investment.

For Curency Hedged Non-Australian dollar fixed
investment terms there will be other financial impacts
on you which can only be calculated at the time of the
request for early withdrawal (due to a number of variable
factors including currency market rates and the length of
time to maturity). Further details are referred to under
the heading "Dollar Fee Example for Early Withdrawal
Fee Charged by the Fund" on page 24 of this PDS.

Termination Fee : Nil Not applicable.

The fee to close your investment.

MANAGEMENT COSTS

Fees and costs for managing your An amount estimated to be 3.5% pa of the net assets ~ That part of the Fund's Management Costs which

of the Fund (this comprises estimated Management comprises the Managers Management Fee is

Fees of 2.3% pa, estimated Fund expenses of 0.10% accrued daily and is cumently paid monthly by being

pa, and an estimated adviser fee of 1.1% pa).? deducted from the assets of the Fund. That part of
the Fund's Management Costs which comprises
expenses of the Fund (other than the Management
Fee) will be payable from the income or capital of
the Fund, either monthly or as the expenses are
incurred.That part of the Fund's Management Costs
which comprises the Management Fee may be able
to be negotiated with the Manager by a wholesale
client as a differential fee. Further information is
detafled under the heading "Additional Explanation
of Fees and Costs” on page 23 of this PDS.

investment

SERVICE FEES
Switching Fee Nil Not applicable.
The fee for changing investment

options.

% All amounts include GST (if applicable) and take into account any input tax credits or reduced tax credits that may be available to the
Fund.

# The adviser fee may be negotiable, but that will depend on what arrangements you may have in place with your adviser. See the
paragraph * er underthe  ding i al lanation of Fees and Costs” on page 23 of this PDS. Further information
on the Man en tsisalsod ledu h ng. 120



ADDITIONAL EXPLANATION OF FEES AND COSTS

Management Costs for the LM First Mortgage Income Fund

The Management Costs can only be estimated, as the actual costs are not yet known. However, the Management Costs for the Fund
for the financial year ended 30 June 2007 were 1.55% pa of the net assets of the Fund, and based on current financial information the
Manager considers 3.5% pa to be a reasonable estimate of the annual Management Costs. The Management Costs are made up of
the following different fees and costs (and note that the following fees and costs are explanations of the components which make up the
estimated 3.5% pa Management Costs, and are not additional fees or costs):-

» The Management Fee component of the Management Costs accrues daily and is paid monthly from the assets of the Fund.
The constitution of the Fund allows the Manager to recover a Management Fee of up to 5.5% pa of the net assets of the Fund.
Atthe date of this PDS, it is estimated that the Manager will only receive a Management Fee of 2.3% pa of the net assets of the
Fund, and that the Manager will waive its entitlement to the higher fee. Note however the section "Changes to Fees and Costs”
on this page of this PDS.

» The custodian fees for the Fund are currently the greater of 0.02% pa of the assets of the Fund and $20,000 pa.

» Adviser fees are fees paid to your adviser for professional financial advice. They are negotiated between you and your adviser.
These fees may be paid from the Fund as a lump sum and/or trail commission. If you choose not to use an adviser, your
individual distribution rate will still be calculated as if a fee of 1.1% pa (including GST) of your investment amount was payable to
an adviser. Any such amount not paid to an adviser will be used to meet Management Costs.

The individual distribution rates payable to investors will vary dependent on the adviser fees paid by the Fund. This adviser fee
is an expense of the Fund. The Manager's reasonable expectation is that such fees would be up to 1.1% pa (including GST) of
your investment amount, but they could be higher. You should discuss the payment of this fee directly with your adviser.

» The Manager is reimbursed for all expenses properly and reasonably incurred in managing the Fund. This includes any bank
and government fees, charges and duties levied in connection with payments to and by the Fund. The estimate of Management
Costs referred to above is based on current financial information, but the actual expenses will depend on the amount incurred
during each particular year.

Bank and Government Fees and Charges

Some bank or goverment fees, charges and duties may be charged directly to you, rather than to the relevant Fund. For example,
cheque dishonour fees, and processing or remittance fees charged by banks. These amounts have not been taken into account in the
estimate of Management Costs referred to above, but are not expected to be significant amounts.

Merchant Service Fees for the LM First Mortgage Income Fund

{f you invest by credit card a merchant service fee may be charged by the credit card provider. That fee will vary from time to time, but at
the date of this PDS is 1.54% of the investment funds. This amount is deducted from your investment funds at the time of investment.
This amount has not been taken into account in the estimate of Management Costs referred to above.

Tax (including Goods and Services Tax)
The fees quoted in this PDS are inclusive of GST where applicable. See the heading “Tax” on page 25 of this PDS for further details of
tax that may be relevant to your investment.

Differential Fees for the LM First Mortgage Income Fund

The Manager may negotiate differential fees with certain wholesale clients or employees of the Manager or of a related body corporate
of the Manager, or relatives of those employees. Such differential fees will depend on individual negotiation, compliance with legal
requirements, and any applicable ASIC policy. Where the differential fee arrangements involve the Manager paying rebates, the rebates
will be paid from the Manager's own funds and will not affect other investors.

Changes to Fees and Costs

As noted above, the constitution of the Fund allows the Manager to recover a Management Fee of up to 5.5% p.a. of the net assets
of the Fund. The constitution also allows the Manager to waive all or part of its fee. The Manager's current intention is to waive its
entitlement to part of its fee each month. The Manager will decide each month how much of the maximum 5.5% pa Management Fee it
will be paid, but at the date of this PDS, it is estimated that the Manager will only be paid a Management Fee of 2.3% pa of the net assets
of the Fund.

The Manager may decide to vary the amount of Management Fee it recovers, the amount of the other Management Costs, or the
methods of payment of those amounts, in its absolute discretion, and without your consent (but subject to the limits in the constitution).
The Manager will give investors notice of any such change which is material. In particular, the Manager will give 30 days written notice of
any change to the Management Fees under this PDS. Any immaterial change can occur without notice.

Marketing Fees
The Manager may pay properly authorised advisers a marketing reimbursement from time to time out of its own funds.
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LM First Mortgage Income Fund Fixed Term Investment and LM Savings Plan Early Withdrawal Fees Charged by the Fund

Partial or full withdrawals are NOT permitted during a fixed term investment, or during the initial 12 month temm of an LM Savings Plan
investment (and more than 4 withdrawals from an LM Savings Plan aie nol perrmitted in any 12 month petiod thereafter). The Manager
has complete discretion to allow a partial or full withdrawal during a fixed term investment or LM Savings Plan and generally only allows
early withdrawal in the event of death or in cases of medical or financial hardship. If the Manager allows:-

» an early withdrawal from a fixed term investment; or

> an LM Savings Plan investor to withdraw during the initial 12 month term or allows more than 4 withdrawals in any 12 month
period thereafter;

the Fund may charge a fee equal to the last 3 months' interest distributions paid or payable on the amount being withdrawn, and where
an adviser is paid an upfront commission the Fund will charge an additional fee equal to the upfront commission paid calculated on a
pro-rata basis for the length of time remaining to maturity.

Dollar Fee Example for Early Withdrawal Fee Charged by the Fund*

Below is an example of the early withdrawal fees charged by the Fund if you are allowed to break an investment term. It assumes the
investment term is 12 months, you withdraw $50,000 6 months after the investment date, you make no other transactions during the
year, the Fund paid total effective interest distributions of 8.00% pa, and the adviser is paid a 1.1% pa commission (including GST)
upfront. This is not a forecast.

LM First Mortgage Income Fund Fee Calculation Total Fee Paid to How and When Paid
Early Withdrawal Fee Example the Fund

Assuming 12 month investment term 3 months interest distribution Total fees of $1,550.00
and you withdraw $50,000 prior to the calculation — $50,000 x (8.00%/12x 3)  $1,000.00 deducted from your
maturify date and the adviser was paid Plus Plus investment at the time
an upfront commission of 1.1% 1.1% pa for length of time remaining of withdrawal.

until maturity of the 12 month term $550.00
calculation — $50,000 x (1.1%/12 x 6)

*  For Currency Hedged Non-Australian Dollar Fixed Term Investments you should note that the example of withdrawal fees
outlined above does not necessarily reflect the only impact of an early withdrawal. Other impacts (including fees and charges
that may be payable to the financial institution which provides the FFEC) can only be calculated at the time the request for early
withdrawal is made, because there are a number of variable factors including currency market rates and length of time to maturity.
You should note that the financial impacts on an investor who breaks an investment term with an early withdrawal are likely to result
in the investor receiving less than the original amount invested.

EXAMPLE OF LM FIRST MORTGAGE INCOME FUND ANNUAL FEES AND COSTS

This table gives an example of how the fees and costs of the Fund can affect your investment over a one year period. You should use
this table to compare this product with other managed investment products.

Example of Annual Fees and Costs

Example - Balance of $50,000 with a contribution of $5,000 during the year

Contribution Fee Nil Not applicable

Plus: Management Costs 3.5% pa* (including GST) For every $50,000 you have in the Fund
you will be charged $1,750 each year.

Equals: Cost of Fund If you had an investment of $50,000 at
the beginning of the year and you put in
an additional $5,000 during that year, you
would be charged fees of $1,750**

What it costs will depend on the investment
term option you choose and the fees
you negotiate with the Fund or with your
financial adviser.

* This is an estimate only and not the actual Management Costs for your investment. Further information on the Management Costs
is detailed under the heading “Additional Explanation of Fees and Costs” on page 23 of this PDS. This amount includes an estimated
fee of 1.1% pa (including GST) of net assets payable to your adviser. (See the paragraph "adviser fees” under the heading “Additional
Explanation of Fees and Costs” on page 23 of this PDS). The table above is just an example. In practice your investment balance and
the value of the Fund will vary daily.

**Additional fees may apply — if the Manager allows you to withdraw early you may also be charged early withdrawal fees as set out on
page 24 of this PDS. Early withdrawal fees are deducted from your investment amount.

If the $5,000 was invested for a full 12 months, you would be charged $175 for that extra $5,000.
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Summary

Taxation law is constantly under review and changing. The
comments below are accurate for Australian resident tax payers
at the date of this PDS. Tax law is complex and each investor’s
circumstances are different. The Manager recommends all
investors seek professional independent taxation advice on their
investment before investing in the Fund.

Taxable Interest Distributions

The Manager's policy is to distribute all net taxable income of the
Fund to investors each financial year. Under the cument income
tax legislation, a trust operates as a flow through vehicle such that
the income of the trust when distributed, retains its character as it
flows through’ the trust to the investor, and the Manager as trustee
is not generally liable to pay tax with respect to the Fund.

This has the consequence for investors that they will be required
to include their entitement to the net income of the Fund in their
income tax returns and this income should be included in the
investors’ taxation return when the investors’ entitlement to that
income arises. This entitlement arises irrespective of whether the
investor receives the income during the year, after the end of the
year, or if the income is reinvested as additional units in the Fund.

Disclosure of Tax File Number

The Manager recommends Australian resident investors
disclose their Tax File Number on the Application Form. The
Manager will be required to withhold tax at the highest marginal
rate (plus Medicare Levy) from interest distributions payable
to all investors who have not advised the Manager of their Tax
File Number or exemption details. It is not, however, against the
law for an investor to choose not to quote their Tax File Number
or exemption details. The collection of Tax File Numbers is
authorised, and the use of such-information is regulated by the tax
laws and the Privacy Act.

Capital Gains Tax

If the Fund disposes of an asset, any capital gain on the disposal
must be included in the Fund’s calculation of net capital gain. The
net capital gain of the Fund will be distributed to investors as part
of the investor's share of the Fund's taxable income for the year
(in proportion to the investor’s investment in the Fund).

Where the disposal of an asset results in a capital loss, the loss
will be retained by the Fund and not distributed to investors. The
capital loss will generally be available to the Fund to offset any
future capital gains of the Fund.

If an asset of the Fund is disposed of after it has been owned by
the Fund for more than 12 months, any capital gain derived by the
Fund as a result of the disposal will potentially be reduced by 50%
for the purposes of calculating the net capital gain of the Fund.

The Manager will send to each investor their annual taxation
statement by the end of September each year. Investors
should not complete their taxation retumns until they receive this
statement.

Non-Resident Investors

If an investor is not an Australian resident for taxation purposes,
the investor must (when completing the Application Form) provide
their overseas residential address. Withholding tax will then be
deducted from distributions before they are paid to investors.
The tax rate will depend on which country the investor resides
in*. Non-resident investors may be entitled to claim a credit for
withholding tax deducted in their country of residence. Investors
should consult their taxation adviser for further specific advice.

*Withholding tax is generally deducted at a rate of 10% from
interest distributions for most countries, however some exceptions
do apply. Please refer to the relevant Australian Double Taxation
Treaty for further information. Investors should consult their
taxation adviser for further specific advice.

Entities such as charities that hold tax exempt status will not incur
any Australian tax, including withholding tax.

Social Security

An investor's investment in the Fund will be classified as a
financial investment by the Department of Veteran Affairs ("DVA”)
and Centrelink and therefore be included in the Income and
Assets Tests by the DVA and Centrelink. Govemnment policy
in this area can often change and the Manager recommends
investors consult with their financial adviser, the DVA or Centrelink
for any further information on how their investment in the Fund
may affect them.

Goods and Services Tax

Goods and services tax ("GST") is not directly applicable to an
investor's investment in the Fund when they invest or redeem
their investment. The Fund may incur GST in respect to various
expenses and the Fund may not be entitled to input tax credits
with respect to all the GST the Fund incurs.
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Investment Risks

Risk Management
Allinvestments are subject to varying risks and the Manager actively manages the Fund with a view to balancing returns with security.

This is achieved by:
» employing experienced, professional personnel;
» maintaining a long term vision for the Funds;
» complying rigidly with its compliance program;
»  actively monitoring and managing the assets of the Funds;
» continuing to set high performance benchmarks.

For any investor the key to managing their investment is to understand and be comfortable with:-
» theinvestmentterm:;
» thelevel of risk; and
» potential volatility,

that accompanies an investment in the Fund. The Manager actively manages risk under its risk management program. These
comments are intended as a guide only and we recommend that investors seek professional financial advice.

Capital Risk The value of the investment might decline. Investments are not capital guaranteed. Should the Fund not achieve
appropriate rates of retum or suffer a capital foss then there is the possibility that the investor could suffer a loss. No
losses of capital have occurred in the Fund since its inception in 1999, or are expected to occur as at the date of this
PDS. Pastperformance is not anindicator of future performance.

Unit Price The unit price is variable and may increase or decrease depending upon the performance ofthe investment portfolio of
the Fund.
The Manager is constantly assessing various investment sectors in order to determine which sectors have the best
potential in terms of income and/or capital security depending on the investment objective of the Fund.

Interest Distribution This risk relates to the volatility of retums to investors. The Manager stabilises interest distribution rate risk
Rate Risk as follows:
The Manager stabilises interest distributions risk as follows:
»  cashassets of the Fund are proactively monitored to ensure that investments at least move in line with market
movements —investors should note that retums may not keep pace with inflation; and
» mortgage securities in the Fund utiise a combination of fixed interest rate lending and short lending terms
and the Manager utilises a policy of annual interest rate reviews on the anniversary of each of the mortgage
securities.

Currency Risk Non-Australian dollar investments in the Fund are hedged in the relevant currency against Australian dollar currency
movements. The Fund cumrency hedges a non-Australian dollar investment through the use of Forward Foreign
Exchange Contracts (‘FFEC™). Investors should however, be aware that any delay or shortfall in income or capital
payments from the Fund may result in a loss for the Fund due to breaking a FFEC. In such an event, the investment
will not be currency hedged and income and/or capital may be impacted.

Property Market Risk Property market risk is the risk that negative movements in the property market may impact on the capacity to fully
recover the amount owing on a mortgage.
The Manager manages this risk by strictly complying with its lending guidelines, loan to valuation ratio policies,
compliance program and the efficiency of its collections systems. The average loan to valuation ratio as at 29 February
2008 was 63.89%. ltis the Manager’s palicy not to exceed a loan to valuation ratio of 85% for any one loan. However
in the event of a default the loan to valuation ratio of 85% may be exceeded. Mortgage securities are reviewed on an
ongoing basis with updated valuations obtained in accordance with the Manager's valuations policies.

Development or In development or construction mortgages held by the Fund there could be delays in payment of
Construction Risk interest or repayment of capital due to the timing, completion and sale ofthe development.
The Manager’s personnel have considerable experience in dealing with construction and development loans. For
each loan an “as is” and an “on completion” valuation is obtained. Funding of the loan is controlled by the Manager on
a “cost to complete basis”. The Manager has specific procedures in place that are adhered to both prior to and duringa
project to ensure that the security is maintained and risks minimised.
Investors should also refer to the paragraph headed “Interest Capitalisation Risk” below as construction and
developmentloans may have capitalised interest.

Interest Capitalisation Loans made from the Fund may require the interest to be paid periodically during the term of the loan or
Risk in the case of a construction and development loan a provision for interest may be buitt into the facility within the
approved loan to valuation ratio. (Loan to valuation ratio is generally 66.67% for construction and development
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Credit Risk

Liquidity Risk

Arrears of the Fund’s
Mortage Portfolio

Share Market Risks

Borrowing risk

Government Policies

loans). As a risk management measure, this provision for interest is built into the loan facility along with a contingency.
This enables the Manager to control the interest payments and ensure that they are met within the approved loan to
valuation ratio limit. In addition to this, a detailed financial analysis is conducted on each borower to ensure that the
borrower has sufficient resources to cover interest commitments if required.

There s a risk that interest payments may not be recoverable because of-

» changed circumstances of the borrower;

»  changed circumstances of the security property; or

»  other economic conditions.
Where this occurs there may be insufficient cashflow in the Fund to meet interest distributions or redemption requests.
Allloans are monitored by experienced personnel employed by the Manager in its mortgage management division.

As at 29 February 2008 the percentage of mortgage loans in the Fund where interest payments were built into the loan
facilities was 52.71 % of the mortgage portfolio.

This is the risk that a borower may not meet its obligations in full and/or on time to pay interest and repay capital
financial obligations. The Manager mitigates this risk by utilising a conservative lending strategy in relation to the
mortgages and following strict lending guidelines.

A delay in meeting an investor’s withdrawal request is possible where there are a significant number of withdrawal
requests received at the same time, which absorb the cash reserves of the Fund and if assets of the Fund are not
sufficiently liquid.

Generally the Manager is required by the constitution to satisfy redemption requests within 180 days. In certain
circumstances, that period may be extended to 365 days or the Manager may be entitled to suspend redemptions.
The Manager has aliquidity policy that is monitored by the Board to adequately manage payment of withdrawals within
the time period specified. Refer to the paragraph headed “Withdrawal from the Fund” on page 31 ofthis PDS for further
details.

The Manager has amanged a line of credit facility with the Commonwealth Bank of Australia for $215 million which
can be utilised in liquidity management or to allow the Manager to take advantage of competitive commercial lending
opportunities for the Fund.

The Manager utilises its property expertise and its Arrears Management Policies and Procedures to secure
realisation and exit strategies for all arrears loans.

Further details of the arrears management processes are outiined on page 11 of this PDS.

The Fund may invest in specialist managed funds which in tum hold income bearing cash investments, long and short
term securities (including equity securities and derivatives on securities) which may be quoted on recognised stock
exchanges. The value of these investments might decline for reasons including domestic and intemational economic
conditions, changes in govemment fiscal, monetary and regulatory policies, changes in interest rates and currency
exchange rates, the rate of inflation or changes in the circumstances of the companies or funds in which the specialist
managed funds invest Aretum on investments in the specialist managed funds or repayment of capital invested is not
guaranteed. As at the date of this PDS, the Manager has a policy limiting the propartion of Fund’s assets invested with
other specialist fund managers to 10%.

The Manager mitigates this risk by utilising specialist fund managers to invest the Fund's assets held in this sector.
Each specialist is chosen following an extensive and rigorous research process that examines their investment
style, the expertise of their investment team and a range of other factors. The Manager reviews each specialist fund
manager’s performance on an ongoing basis, ensuring that they operate within the mandated expectations and
guidelines.

Under the constitution the Manager may borrow against the Fund assets on terms and conditions acceptable to the
Manager. The Manager has arranged a line of credit facility with the Commonwealth Bank of Australia (‘CBA") for
$215 million. This facility was putinto place in order to allow the Manager to take advantage of competitive commercial
lending opportunities, or to assist the Fund with managing liquidity, interest distributions or funding lean commitments.
Atthe date ofthis PDS the amount owing to the CBAwas $155 miillion. As at the date of this PDS the interest rate of the
facility is variable and is priced between 0.50% to 1.10% above the respective BBSY bid rate. The facility term is the
subject of an annual review. The finance facility is secured by a fixed and floating charge over the assets of the Fund,
providing the CBAas a secured lender with first priority over the assets and income of the Fund. The rights of investors
to the income and assets of the Fund are secondary to the rights of the CBA. The facility will be repaid via investment
inflows and inflows received from principal repayments from borrowers. This facility or a similar facility may be varied
from time to time in order to manage the Fund. Insufficient income generated by the Fund to service the CBA debt,
increases inthe bank interest rate or an unforeseen refusal of the financier to extend the term of any facility could cause
the Fund to default oniits loan.

Investment performance may be affected by changes to government policy in relation to taxes, exchange
rates, legislative changes, land tax, income tax and other government factors. These factors are generally
beyond the control of the Manager.
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About LM Investment Management Ltd

LM Investment Management Ltd (“the Manager”) is an Australian
funds manager operating intemationally from offices on the Gold
Coast, in Sydney, Hong Kong, New Zealand and London. In
conjunction with its network of authorised financial adviser groups
domestically and abroad, LM provides an established investment
product with a range of flexible options, focused on achieving
income and flexibility to the investing public.

Since inception in 1998, the Manager has become a growing
presence in the financial services markets throughout Australia,
Hong Kong, Asia, the Middle East, United Kingdom and New
Zealand.

Recognised as a specialist funds manager within the AUD$22
billion mainstream mortgage trust sector, LM Investment
Management Ltd manages one of Australia’s largest mortgage
trusts, the LM First Mortgage Income Fund. The Manager's
other funds under management include the LM Wholesale First
Mortgage Income Fund, the LM Institutional Currency Protected
Australian Income Fund, the LM Currency Protected Australian
Income Fund and the LM Cash Performance Fund.

The Manager is licensed with the Australian Securities and
Investments Commission (‘ASIC”) as a Responsible Entity and
Australian Financial Services Licensee. Independent audits of
its registered funds, their compliance plans and the Manager are
conducted at least annually.

The Manager specialises in professional and responsive financial
services, and is a highly regarded lending institution within
Australia's business and property sectors.

Management Principles

The Manager’s corporate vision is to be recognised as a leading,
innovative and prudential funds manager. The management team
has a common understanding of business principles to ensure the
vision is upheld. These principles include:-

» delivering a high level of service with clear communication
and genuine empathy for clients;
» offering qualitative investment and lending products;
» using a research driven approach to anticipate market
changes and seek new opportunities:-
@ to protect the delivery of income; and
to protect the delivery of a stable unit price.
The Manager's commitment to offering clients a competitive
advantage with service is demonstrated by its use of information
technology delivering 24 hour access to online investment
reporting.

Key Personnel

The Directors of the Manager coliectively offer considerable
years of experience and specialist knowledge from the finance,
insurance, legal and property sectors. The Manager also carries
a vast depth of professional property and business related
experience across all business units.

The Manager's personnel are strategic thinkers with the foresight
to identify quality investment opportunities, while keeping their
fingers on the pulse of Australia's property and finance markets.
The Manager blends this foresight with a sound investment
philosophy to seek optimum results for investors.

The Directors encourage the key decision makers at LM
Investment Management Ltd to take a ‘hands-on’ approach when
seeking new investment opportunities and anticipating market
changes.

Financial intermediaries and investors have direct access to
a staff which provides prompt professional assistance. Our
relationships are built on honest and open communication and a
genuine appreciation of our clients’ needs.

Corporate Governance

The Board of LM Investment Management Ltd generally
meets quarterly to discuss the strategic direction of LM and the
monitoring of its funds. The Manager has a strong commitment
to corporate governance, compliance and risk management. The
Manager has a committee based structure for all major decision
making processes to ensure ultimate protection of investor funds.

Executives and a representative of the Board meet weekly to
discuss issues pertinent to the Manager and its funds. Each
executive is responsible to the Board for the operation of their
own business unit. The Funds Management Committee meets
monthly to analyse and review performance of the funds. The
Compliance Committee generally meets quarterly to monitor and
review compliance systems and processes to ensure that they
are in accordance with the Compliance Program and registered
funds’ compliance plans.

The Manager follows a disciplined research driven approach to
investment. The Manager's Property Research and Analysis
Commitiee ('PRAC"), specifically targets locations offering
property growth opportunities and property sectors which are
expected to perform.

The Board and management also have access to a range of
independent and expert advisers to assist on particular technical
ISsues.

As an unlisted public company, the Manager is the subject of
yearly financial audits. The audits are a requirement under the
Comporations Act 2001. These audits are performed by Emnst &
Young, an interational accounting fim. Ernst & Young also
perform financial and compliance audits on the Manager’s
registered funds on a bi-annual and/or annual basis dependent
on the relevant fund’s compliance requirements.
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The Directors

Peter Charles Drake, Chairman and Chief Executive Officer

As CEO Peter is principally responsible for the strategic vision, direction and the structured growth of LM
Investment Management Ltd ("LM"). Peter has been involved in the financial services industry since 1978, and is
particularly active in investment product design. Working closely with LM’s Portfolio Manager to manage the growth
of funds under management, Peter also plays an integral role in LM's Funds Management Committee, and Credit
Committee. Peter's vision of an innovative and prudential funds manager holds true as LM continues its dynamic
growth in the Australian financial services sector.

Lisa Maree Darcy, Executive Director

Lisa joined LM Investment Management Ltd in 1998 and was appointed Executive Director in September 2003.
Lisa is principally responsible for all accounting functions of both LM Investment Management Ltd and its registered
schemes. She works closely with LM's Portfolio Manager, to manage the growth of funds under management. Lisa
plays an integral role in LM's Funds Management Committee and Credit Committee. With more than 20 years
experience in the banking and financial planning industry, including financial accounting and funds management,
Lisa makes a valuable contribution to LM's ongoing management of investment funds and financial services, Lisa
holds a Bachelor of Business from Griffith University.

Eghard van der Hoven, Executive Director, Portfolio Manager

In 2003 Eghard joined LM Investment Management Ltd as Portfolio Manager, responsible for the manitoring and ongoing
performance of LM's various funds. As Executive Director, Eghard’s sound understanding of the investment industry
spanning almost 20 years includes extensive experience in stock broking, auditing, investment analysis, business strategy
and policy planning. As the Chair of LIM's Funds Management Committee, Eghard is responsible for joint decisions in relation
to the asset allocation, geographic spread allocation, cash flow, delivery rate forecasting and budgeting of LM's funds.
Eghard also sits on the Credit Committee and the Arrears Management Committee. He holds a Master of Commerce,
majoring in Economics, and a Bachelor of Commerce (Hons) in Economics, from University of Pretoria, South Africa.

Francene Maree Mulder, Executive Director, General Manager Distribution/Product
Francene commenced with LM Investment Management Ltd in 1998, following a 20 year career in the commercial, legal
and securities sectors. Prior to joining LM Investment Management Ltd, Francene held managerial positions focused on the
areas of commercial morigages, conveyancing and the property sector. Specific experience in mortgage securities and the
ng ucts d for ne fully he LM. As
ve neis ly ma an n of of clsona
wholesale and retail basis, throughout Australia and intemational markets. Francene takes an active role in the direction of
all client communication, company communication and service. Francene is also a member of the Property Research and
Analysis Committee, Funds Management Committee, Credit Committee and Arears Committee.

John Dillon, Non-Executive Director

John holds more than 30 years strategic and managerial expertise in the business and development sectors domestically
and abroad. As Non-Executive Director, John's experience complements the continued strategic growth of LM
Investment Management Ltd as an Australian funds manager with intemational operations. John's previous managerial
experience includes the strategic and financial growth of Vision Cabinets Pty Ltd, a specialist cabinetry business that
services arange of residential and commercial clients nationally. Prior to Vision, John was Managing Director ASEAN of
Occidental Chemicals, responsible for the administration, manufacture and distribution to the Association of South East
Asian Nations (ASEAN). He also holds a Bachelor of Commerce from the University of New South Wales.

Val Liewellyn, Non-Executive Director

Val holds over 30 years' management experience in the engineering, manufacturing, labour hire and training sectors in
Australia, London and Wales. In 1982, Val emigrated with his family to Australia, establishing Axial Engineers, then later
established Axial HR, an industrial labour hire operation to operate alongside Axial Engineers. In 1996, Val became sole
shareholder and Director of the Axial group of companies, and in 1997 established Axial Training to train new apprentices,
supervisors and managers in the manufacturing, engineering, mining, warehousing, food processing (butchery), retail and
business sectors. The Axial Group curmently operates from six locations throughout Queensland and also in Perth. Val is a
qualified Chartered Accountant, admitted as a Member ofthe Institute of Chartered Accountants in England and Walesin 1972.

John O’Sullivan, Non-Executive Director

John has over 20 years experience in funds management and investment advice in Europe, Asia and Australia. His previous
roles have induded CEO and Partner of a large advisory business in New Zealand, General Manager of Oceanic Life in New
Zealand and Director of Oceanic Funds Management in Australia. When Oceanic was purchased by Sun Alliance, he was
appointed New Zealand Manager of Sun Alliance Asset Management. He is currently Managing Director of his own distribution
company, O'Sullivan Capital Management L td.
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Additional Information

Payment and Other Instructions

inv releases, discha and to ind the

ger and against al ions, dings, nts,
claims and demands whatsoever and howsoever arising from or in
connection with or in any way related to the Manager in good faith
accepting and acting on instructions received in writing, by facsimile
transmission or by scanned image which are signed by or purported
to be signed by an authorised signatory or signatories.

Fax & Scanned Images - Terms and Conditions

You should understand that a person without your authority could
send the Manager a fax or scanned image, and by pretending to
be you, transfer or withdraw funds from your account for their own
benefit or request any other changes to your account.

In using fax or scan facilt  you agree the r is not
responsible to you forany  dulently co ed cations
and that the Manager will not compensate you for any losses.

You agree that should such a fraud take place you release and
the
Ma
nne

permitted by law.

The Manager will not be liable for any loss or delay resulting from the
non-receipt of any transmission. These terms and conditions are in
addition to any other requirements that may form part of your giving
instructions relating to the completion of a particular authority.

By sending the Manager a fax or scanned image you signify your
acceptance of these conditions.

Changes to Terms and Conditions

The fees that apply to investors’ investment accounts can change
from time to time. Investment terms and conditions can also be
changed by the Manager giving notice of the changes. Investors
will need to contact their adviser or the Manager, or access the
Manager’s website to find out the terms and conditions which apply
from time to time.

Appointment of Authorised Delegate

An ‘authorised delegate’ is any company, partnership or individual
appointed by an investor to operate their account. The most
common arrangement is to appoint an investor's financial adviser to
enable him or her to better manage the investor's financial affairs.

An investor may appoint an authorised delegate by signing and
dating the authority on the Application Form. The authorised
delegate must also sign the authority. Where the authorised
delegate is a corporation or a partnership, a duly authorised officer
or partner of the authorised delegate must sign the authority. The
Manager may require proof of authorisation.

The authorised delegate has the same powers as an investor to
access investments, make further investments in the Fund on
behalf of the investor or to make written requests for withdrawals
from the Fund. Such withdrawal may only be paid to the account
nominated on the Application Form. In the case of an authorised
delegate which is a corporation or a partnership, the Manager may
act on the instructions of any person it reasonably believes to be
an authorised officer or partner, and any instruction given by such
an officer or partner shall be deemed to have been given by the
authorised delegate.

Investors may at any time, in writing, notify the Manager of the
revocation of appointment of an authorised delegate. Such
revocation however, will not be effective until the Manager has
acknowledged the revacation in writing.

By signing the authority on the Application Form, an investor agrees
to release, discharge and indemnify the Manager from and against
all actions, proceedings, accounts, claims and demands arising
from the release of information to the authorised delegate named
on the Application Fom, or in respect of any loss or liability arising
out of any transaction or dealing made or purported to be made
pursuant to an actual, purported or alleged direction or authority of
an authorised delegate, notwithstanding the fact that the transaction
or dealing was requested or received without the authorised
delegate’s or the investor's knowledge or authority.

Joint Investors

If an investor's investment is held jointly with one or more other
persons, the Manager can send notices, statements or other
documents (including any changes to investment terms and
conditions) by mailing them to any one of the joint holders (that i,
the first investor or any of the other joint holders) at their nominated
correspondence address. The investors will be deemed to have
received the notice, statement or other document on the second
business day after it is sent. If the Manager gives these notices,
statements or other documents to any one of the joint holders, their
authorised delegate or adviser, they will be deemed to have been
received by all of the joint holders.

Appilications signed by several parties are deemed to be signed as
joint tenants and unless otherwise agreed all parties must sign to
authorise a withdrawal.

Privacy - use and disclosure of personal information

The privacy of an investor's personal information is important to
the Manager. The purpose of collecting investor information on
the Application Form is to process the application and manage an
investor's investment in the Fund. If the information an investor
gives is not complete or accurate, the Manager may not be able to
provide the products and services applied for.

In processing the application and managing investors’ investments
inthe Fund, the Manager may disclose personal information to other
parties such as an investor's financial adviser and/or IT service
providers of financial advisers, the financial adviser’s licensee or as
required by law.

Investors are entitted to request reasonable access to their
personal information. The Manager reserves the right to charge an
administration fee for collating the information requested.

For further details on the Manager's Privacy Policy please visit the
Manager’s website at www.LMaustralia.com.

The Constitution for the Fund

The constitution for the Fund is a legal contract between the
Manager as responsible entity and each investor. The constitution
together with the Corporations Act and other relevant law governs
the relationship between the Manager and investors, the Manager's
duties as a responsible entity and the way the Manager must
operate the Fund. The constitution includes provisions which deal
with:-

» the rights of investors;

» theduties and obligations of the Manager as the responsible
entity;

» investment and borrowing powers of the Manager;
ability of the Manager to be indemnified by the Fund for
all expenses, losses and liabilities arising in its capacity as
responsible entity provided it has propery performed its
duties;

» ability to remove the Manager;



» unitissue and redemption procedures;

> convening and conduct of the Fund's investor meetings;

» the duration and termination of the Fund; and

» rights to Fund interest distributions.
The temms and conditions of the constitution are binding on
investors and the Manager as the responsible entity of the Fund.

0 of
ay
A
However any change that may adversely affect investors’ rights
must be approved by special resolution of the investors.

Classes Of Units

The Fund i n he issue different

classes of s or as determined

by the Manager from time to time. The interest distribution rate
dor tot may e Manager is
edu the trea stors within a

class of units equally and as between classes fairly. The Manager
has created separate classes of units in the Fund representing

Invitation Only Wholesale Clients in the Fund

The Manager may invite wholesale cli

Fund. Such an investor must provide 1

of redemption of the investment to the Mar

subject to the withdrawal provisions as outl

headed “Withdrawal from the Fund” on pag

interest distribution rate for such investo

by the Manager from time to time. The Manager may waive the
whole or part of its Management Fee in respect of such investors.
The Manager may also waive the whole or part of its Management
Fee in relation to investments by its employees, or employees of a
related body corporate of the Manager.

The above arrangements constitute differential fee arangements
under ASIC Class Order 03/217 (as amended) and are offered
clients (within aning ction of the
Act 2001) or ees o Man rof a
related body corporate of the Manager.

The Manager also issues units to relatives of the Manager's
employees, and waives the whole or part of its Management
Fee for those members. Those members hold units of different
classes to the units held by other members in the Fund.

The Nature of Units of the Fund
Each unit gives the holder an undivided i
However, a unit does not confer any inter
asset of the Fund and does not entitle the t
the assets of the Fund transferred to them ol
of the Manager's rights or powers.

Powers and Duties of the Responsible Entity

All of the assets and undertakings of the Fund vest in the Manager
to hold on trust for investors. In relation to the assets of the Fund
the Manager has all of the powers of a natural person who is the
absolute beneficial owner of the assets.

The Manager must act in accordance with the constitution and the
Corporations Act 2001 and is responsible for administering the

Fund, determining investment policy, selecting and managing the
investments, valuing the investments, sending notices and reports
to inves arranging investors’ meetings, accepting or rejecting
applicat for investment, calculating the number of units to
be issued or withdrawn, maintaining a register of investments,
payments of interest distributions to investors, preparation and
interest distribution of cheques, managing the Fund borrowings

on and cond in a

ger is entitied rious

Withdrawal from the Fund
Generally the Manager is required by the constitution to satisfy
withdrawal requests within 180 days. In certain circumstances,

that period may be

entitled to suspend

The Manager has

to qua manage pa of wi the e
pe spe d.TheMana y sus wh

(i) the Fund's cash reserves fall and remain below 5% for 10
consecutive Business Days; or

(i)

are less tha

{iii} it is not satisfied that sufficient cash reserves are available
ithdrawal price on the appropriate date and to
land contingent liabilities of the Fund; or

entor circumstance arises which the Manager
its absolute discretion may be detrimental to
of the members of the Fund.

Historically, the Fund has successfully met all withdrawal requests
on time and in full. This is due to the liquidity management of the
Fund and the structure of the investment terms (although past
performance is not an indicator of future performance).

The Manager does not expect that the Fund will be a managed
investment scheme that is not liquid as that term is defined in the
Corporations Act.

5C.6 of the Compo ons Act ides that a man
tment scheme is lig  if liquid ts account for at
80% of the value of scheme property. Liquid assets would
ordinarily include money in an account or on deposit with a bank,
bank accepted bills, marketable securities, or any other property
(including the mortgage loans of the Fund) which the Manager
reasonably expects can be realised for its market value within
the period specified in the Fund’s constitution for satisfying
while the Fund is fiquid. The liquidity of the
rendant on whether 80% of the Fund property
lage loans) can be realised for its market
od specified in the constitution for satisfying
while the Fund is liquid. In the unlikely event
that the Fund is not liquid, an investor will only be able to withdraw
their investment in the manner specified in s601KB to s601KE
of the Corporations Act, which would include making written
withdrawal offers to all investors (or all investors of a particular
class) based on the units they hold in the Fund.

Authorised Investments of the Fund
The Manager may investin "Authorised Investments” as defined in
the constitution, which includes but is not limited to bank deposits,
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investments in cash, stocks, bonds, notes or other securities or
derivatives and options over securities or derivatives, loans and
interests in any registered managed investment scheme (as
defined in the Corporations Act 2001).

To the extent that they may affect the value or performance of an
underlying investment the Manager may take into account labour
standards, or environmental, social or ethical considerations
when making, retaining or realising an investment in the Fund.
The Manager has no predetermined view about how far such
matters will be taken into account, and the Manager will make a
determination on such issues on a case by case basis.

Appointment and Removal of the Manager

The Manager may retire in accordance with the Corporations
Act 2001. Investors of the Fund by extraordinary resolution may
remove the Manager and appoint a new responsible entity of the
Fund.

Borrowings of the Fund
Under the constitution the Manager may borrow against the Fund
assets on terms and conditions acceptable to the Manager.

The Manager has arranged a line of credit facility with the
Commonwealth Bank of Australia (‘CBA”) for $215 million. This
facility was put into place in order to allow the Manager to take
advantage of competitive commercial lending opportunities, or
to assist the Fund with managing liquidity, interest distributions or
funding loan commitments. At the date of this PDS the amount
owing to the CBAwas $155 million. As at the date of this PDS the
interest rate of the facility is variable and is priced between 0.50%
to 1.10% above the respective BBSY bid rate. The facility term is
the subject of an annual review. The finance facility is secured by
a fixed and floating charge over the assets of the Fund, providing
the CBA as a secured lender with first priority over the assets and
income of the Fund. The rights of investors to the income and
assets of the Fund are secondary to the rights of the CBA. The
facility will be repaid via investment inflows and inflows received
from principal repayments from borrowers. This facility or a similar
facility may be varied from time to time in order to manage the
Fund.

The Manager’s Indemnity

To the extent allowed by law, the Manager is indemnified out of
the Fund against any claim, action, damage, loss, liability, costs,
expense or payment which the Manager incurs or is liable for in
relation to the Fund, provided that it does not arise from the fraud,
negligence or wilful default of the Manager or its employees.

Expenses

All expenses reasonably and properly incurred by the Manager
in connection with managing the Fund are payable or able to
be reimbursed out of the assets of the Fund. These expenses
include:

> preparation, review, distribution and promotion of any
offer document;

» the sale, purchase, insurance, custody and any other
dealing with assets;

» any proposed investment;

administration, management and promotion of the Fund;

» communicating with, or convening and holding meetings
of and dealings with investors;

» tax (provided it is not on the personal account of the
Manager) and bank fees;

» the engagement of experts and advisers;

v

» preparation and audit of the taxation retums and financial
statements of the Fund;

» termination of the Fund and the retirement or removal of
the Manager and the appointment of a new responsible
entity; and

» any court proceedings, arbitration or other dispute
concerning the operation of the Fund or any asset of the
Fund.

Fees payable to an adviser of an investor will also be expenses of
the Fund.

Liability of Investors

The constitution limits the liability of investors to the amount of
their investment. However, the Manager cannot give an absolute
assurance on this matter as the issue of the investor's liability has
not been fully resolved by the courts.

Compliance Plan

As a responsible entity, the Manager is required to adhere to the
compliance plan for the operation of the Fund. The compliance
plan sets out compliance measures in relation to the conduct of
the Fund and its business. The compliance plan is designed to
document compliance risks, the monitoring process, and provide
a basis for compliance adherence and auditing. The compliance
plan is lodged with ASIC and is independently audited annually.

The Manager's Board and Compliance Committee monitor and
review its compliance plans to ensure that all compliance systems
are followed.

Investment Procedures and Policies

Investment procedures and policies of the Manager are reviewed
on an ongoing basis. Outlined below is a broad overview of the
investment and lending procedures that apply to the Fund.

Investments by the Manager

The Manager has policies in relation to investing the Fund's
assets with specialised fund managers of registered managed
investment schemes (as defined by the Corporations Act 2001).
A specialist fund manager is only chosen if the Manager is fully
satisfied with its due diligence conducted on the specialist fund
manager which includes the investment style, expertise of their
investment team and a range of other factors. The Manager
constantly monitors and reviews each specialist fund manager’s
performance ensuring that they operate within mandated
expectations and guidelines.

At the date of this PDS, the Manager has a policy of limiting
investment with specialist fund managers that invest in income
bearing cash investments, equity securities and options to 10% of
the assets of the Fund.

Lending Criteria of the Fund
» The Manager has determined and documented lending
policies for the approval and management of mortgages.
Risk management is a priority, with mortgages diversified
over a number of levels including geographic location,
sector, loan size, interest rate and maturity profile.

» The type of real estate offered for security must be
acceptable to the Manager. Typical mortgage securities
will include commercial, industrial and residential real
estate (including development loans across these
sectors) secured by a registered first mortgage. A first
mortgage must be registered on the primary security

property.
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» The value of the security property must be established in
accordance with the valuations policy of the Manager.

» The ability of the borrower to service the facility must be
established to the satisfaction of the Manager.

Development Loans
The following additional requirements are imposed in the case of
development loans:

» The initial drawdown for the facility is arrived at after
considering both the approved loan to valuation ratio on
the “as is” valuation and the “cost to complete” formula.
The initial drawdown must meet the loan to valuation ratio
required and also allow sufficient funds to be available
in the facility to complete the development. The project
feasibility must reflect the “cost to complete” formula
throughout the life of the project. The concept of a “cost
to complete” formula is that the lender always retains
sufficient funds within the loan facility to complete the
development based on its assessment of the actual cost
to complete the project.

» Additional development loan procedures are required
throughout the development stages of the loan to ensure
the development is adequately monitored.

»  Where applicable a tripartite agreement is made between
the Manager, the borrower and the builder. This enables
the Manager, in the event of default by the borrower, to
deal directly with the builder.

Credit Committee

The Credit Committee is an internal review committee for
all mortgage investments and is independent from all other
depariments. The Credit Committee meets as required to
consider proposed and actual investment opportunities. The
Credit Committee contains a broad experience base and includes
departmental team leaders for planning purposes.

New mortgage investment proposals are put forward by the
commercial lending department for consideration with a written
summary. The Credit Committee is responsible for setting the
primary terms and conditions upon which subsequent approval
will be based.

When mortgage investment proposals are completed in
accordance with the Manager's credit standards they are required
to be finally approved by the Credit Committee.

Valuations Policy

All real property assets of the Fund are required to be valued
prior to settlement of each transaction. Valuations may only be
carried out by the Manager's panel valuers or by a valuer meeting
the Manager's standards for inclusion on its panel and must
adhere to the Manager’s valuation guidelines. The Manager has
determined and documented valuation review procedures for
guidance on each valuation.

Appropriate instructions must be given to the valuer having regard
to the type of valuation required. In particular the instructions
should indicate the type of valuation required eg. “as is” or “on
completion”.

The Manager, in accordance with its valuations review guidelines
is responsible for the review of all valuations. Unresolved issues
arising from a review must be referred to an executive director for
discussion and determination.

As an internal checking mechanism, an independent property

report is obtained (where appropriate) from two real estate
agents or an altemate valuers report whose nomal trade area
encompasses the property being valued.

The valuer must have appropriate professional indemnity
Insurance.

The valuer must certify they are independent of both the borrower
and the security property.

The Manager does not accept valuations performed on the
instruction of borrowers. The Manager requires that valuations
be provided on the Manager’s instructions, or that valuers confirm
that their valuations adhere to the Manager's requirements.

An updated valuation will generally be required where a loan term
is extended or a loan is otherwise varied. An updated valuation
will also generally be required for commercial loans at 24 month
intervals and construction loans at 12 month intervals. The
requirement for an updated valuation may be waived where the
Manager considers that an updated valuation would serve no
useful purpose (eg where it is demonstrable that property values
have increased or not changed in the locality of the property,
where a property under construction is significantly presold, where
a commercial property has long term leases in place, where a sale
or refinance is imminent or where the loan to valuation ratio of the
property is low).

Valuation Panel

Members of the valuation panel are appointed and removed in
accordance with the Manager's valuation panel appointment
guidelines. The Manager is responsible for approving the
appointment or removal of a panel valuer.

Development Valuations
Separate valuations (may be within the one valuation report) are
required in relation to “as is" and "on completion” valuations.

“As is” Valuation

The “as is" valuation is the market valuation of the property at the
time of the initial drawdown. The loan to valuation ratio in this
case must fall within the Manager's lending criteria.

“On Completion” Valuation

The "on completion” value is the market value of the property
at the completion of development. The valuation methodology
required is as follows:

» ‘“feasibility analysis” including demolition, subdivisional,
construction, and other development costs, allowances
for sales and marketing expenses, interest and an
allowance for profit and risk to arive at a base value for
the land. Any such analysis is based on the premise that
the development approval has or will be obtained prior to
settlement of the loan. Alternatively, the valuation must
contain an adjustment for any uncertainty attaching to the
development approval process. The requirement for a
feasibility analysis may be satisfied, if appropriate, using
alternate techniques such as discounted cash flows; and

» “gross realisation” based on comparable sales evidence
for the individual components eg. houses, units,
allotments etc.

The Manager will reasonably assess the appropriateness of
the feasibility analysis within the valuer’s report by comparison
with cost estimates provided by a competent quantity surveyor
selected from the Manager's panel.
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The "on completion” value is the valuation figure used in the cost
to complete calculalions during the development phase. The “on
completion” value may be revised during the term of development
to reflect changes as approved by the Manager,

Complaints Procedure

If an investor has a complaint they should generally first contact
their adviser. If the adviser is unavailable, unwilling, or unable to
assist, or if the investor wishes to directly contact the Manager,
and the complaint relates to the Fund or the Manager, then the
investor should contact the Client Relations Department at the
office of the Manager on free call 1800 062 919 (Australia only)
or +617 5584 4500. Complaints may be made in writing or by
telephone. The Manager will respond within 30 days of receiving
the complaint. If complaints cannot be resolved internally the
Manager will refer the complainant to the Financial Industry
Complaints Service ("FICS"), an external industry complaints
body which has been approved by ASIC and of which the
Manager is a member.

Financial Industry Complaints Service Limited
PO Box 576

Collins Street

MELBOURNE VIC 8007

Telephone: 1800 335 405

Facsimile: (03) 9621 2291

email: fics@fics.asn.au

Interests of the Manager

Pursuant to the compliance plan, the Manager and the employees
and officers of the Manager and the various investment schemes
of the Manager, are entitled to apply for units in the Fund. The
Manager will be a wholesale investor and may be offered a
differential fee arrangement in these circumstances.

Related Parties

Peter Drake, a director of the Manager is the beneficial owner
of LM Administration Pty Ltd, which has been engaged by
LM Investment Management Ltd to provide administration
services at a commercial arms-length fee. In addition to this
LM Administration Pty Ltd provides administration and funds
management services to the Fund and is paid a management fee
direct from the Fund.

John O’Sullivan, a non-executive director of the Manager is
the beneficial owner of O'Sullivan Capital Management Ltd.
O'Sullivan Capital Management Ltd has been engaged by LM
Investment Management Ltd to provide marketing services in
New Zealand at a commercial arms-length fee. This fee is paid
by the Fund.

The Fund may lend to related parties provided the loans are on
commercial arms-length terms and are subject to review by the
Board.

The Board of the Manager is responsible for reviewing and
approving the structure and probity of commercial dealings
between the Manager and any related parties. Fees issued to
the account of the Fund by related parties, which are recoverable
from the Fund must be on commercial arms-length terms and are
subject to review by the Board.

Related Party Loans of the LM First Mortgage Income Fund

Name Loan balance Interest Percentage
asat29 rate of total loan
February portfolio
2008

Australian International  $7,779,519 10.5% 1%

Investment Services

Pty Ltd*

* Australian International Investment Services Pty Ltd is 100%
owned by the LM Managed Performance Fund (a related
investment fund), which has entered into a joint venture with a
property developer to develop land in Canberra.

The Fund is lending money on commercial terms and conditions
to Australian Intemational Investment Services Pty Ltd.

The Manager received establishment fees of 1% of the total loan
amount ($7,779,519) for this loan.

Related Party Finance

The Manager is the Responsible Entity of the LM Managed
Performance Fund. From time to time the LM Managed
Performance Fund advances loans by way of second mortgages
to borrowers who have first mortgage advances from the Fund.
At 29 February 2008 there are 8 such loans by the LM Managed
Performance Fund in the total amount of $27,387,416. In these
instances the Fund enters into Priority Deeds with the borrower as
part of normal loan documentation procedures. The LM Managed
Performance Fund generates fees, charges and interest rates all
of which are paid by the borrower.

Conflicts of Interest Management

The Manager has a documented Conflicts Management Policy
which deals with the identification, assessment and treatment
of conflicts of interest and related party transactions. The Risk
Manager has responsibility for conflicts and prepares conflict
records for each conflict or related party transaction identified.
Board approval is required for all related party transactions.

Manager’s Liability

To the extent allowed by law the Manager is not liable for any
loss or damage to any person (including any investor) arising
out of any matter provided the Manager acts in good faith and in
accordance with the constitution.

This PDS has been prepared by the Manager based on
information within its own knowledge or provided to it by its
advisers. Other than as required by law, no responsibility is
taken by the Manager or any parties mentioned in this PDS for
any statement made in relation to the Fund other than those
statements made in this PDS  Neither the Manager, nor any other
party gives any guarantee with respect to the performance of the
Fund. The Manager has authorised the issue of this PDS. The
Manager does not purport to advise investors in relation to this
investment or their taxation position.

Custodian’s Disclosures and Disclaimer

Interests of the Custodian

The custodian has no interest in relation to the Fund, and has
not received any inducements other than the remuneration it
is entitled to receive under the relevant custody agreement or
constitution by way of custodian fees.
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The custodian fees for the LM First Mortgage Income Fund are
currently the greater ot 0.02% pa of the assets of the LM First
Mortgage Income Fund or $20,000 pa.

Itis the intention of the Manager to take over the role of custodian
of the Fund during the life of this PDS. All legislative requirements
will be adhered to by the Manager at that time.

Custodian Disclaimer

The role of the custodian is to hold the assets of the Fund and
title documents as agent for the Manager. It is not the role of
the custodian to protect the rights and interests of the Fund’s
investors.

The custodian does not guarantee the return of any investment,
any tax deduction availability or the performance of the Fund.

Consent by Auditors

Ernst & Young, financial and compliance auditors, have
consented to be named in this PDS in the form and context in
which they appear. Ernst & Young is not responsible for, nor has it
caused or authorised the issue of this PDS.

Continuous Disclosure

The Fund is a disclosing entity for Corporations Act purposes and
as such is subject to regular reporting and disclosure obligations.
Copies of documents lodged with ASIC in relation to the Fund
may be obtained from, or inspected at, an ASIC office.

Investors have a right to obtain a copy of the following documents:

» the annual financial report for the Fund:;
» any half-year financial report lodged with ASIC; and
» any continuous disclosure notices given by the Fund.

Effect of International Accounting Standards

Under AASB 132 ‘Financial Instruments: Disclosures and
Presentations”, contractual obligations are regarded as liabilities.
As unitholders have the ability to redeem units from the Fund, all
unitholders’ funds are recognised as liabilities of the Fund, rather
than equity. The result of this is to reduce the net assets of the
Fund to zero. As interest distributions paid and payable make up
a proportion of unitholders’ funds, they will be classified as interest
expenses in the Statement of Financial Performance.

AASB139 requires assets to be classified into one of four
categories depending on the type of asset.

Investments are classified as either held to maturity investments
or available for sale financial assets depending on the type of
investment. Those investments that are held to maturity are
measured at amortised cost using the effective interest rate
method. The investments that are classified as available for sale
are measured at a fair value basis each reporting period, with any
movement in fair value being reflected through the equity reserve.

Under the Australian Equivalent of the International Financial
Reporting Standards (AIFSR) the Fund is required to recognise
all the derivative financial instruments at fair value on the balance
sheet. Where possible, the Fund will adopt hedge accounting
so that the gains and losses on the financial instrument are
recognised in line with income recognition for the hedged term
and the volatility in the profit and loss is minimised

Where hedging accounting cannot be adopted the gains and
losses on the financial instrument are recognised at fair value with
changes in fair value recorded through the profit and loss.

Where fair value hedge accounting is used, fair vaiue changes on

both the hedged item and the hedging instrument are recognised
directly in the profit and loss. Where cash flow hedge accounting
is used the carrying value of the hedged item is not adjusted and
the fair value changes on the related hedging instrument are
reflected in a separate equity reserve and are then transferred to
the profit and loss at the time the hedged item is realised.

The Fund uses cash flow hedge accounting. As such there is a
potential for volatility in the equity reserve.

Electronic PDS

This PDS is available in electronic form at www.LMaustralia.com.
Any person receiving this PDS electronically will on request be
sent a paper copy of the PDS (and attached Application Form)
by the Manager free of charge during the period of the offer.
Applications must be made by completing a paper copy of the
Application Form which forms part of this PDS.

The Manager will not accept a completed Application Form if
it has reason to believe that the applicant has not received a
complete paper copy or electronic copy of the PDS or if it has
reason to believe that the Application Form or electronic copy of
the PDS has been altered or tampered with in any way. While
the Manager believes that it is extremely unlikely that during
the period of the offer the electronic version of the PDS will be
tampered with or altered in any way, the Manager cannot give any
absolute assurance that this will not occur. Any investor in doubt
concerning the validity or integrity of an electronic copy of the PDS
should immediately request a paper capy of the PDS direct from
the Manager or their adviser.

www.LMaustralia.com > LM First Mortgage Income Fund

-
w
w
w
o



www.LMaustralia.com > LM First Mortgage Income Fund

w
[o)]

Anti-Money Laundering Procedures

The Australian Government has introduced anti-money laundering legislation to help combat money-laundering and the financing of
terrorism. Under this legislation the Manager is required to collect more information from investors.

The Manager as Responsible Entity of the Fund needs to identify the underlying owner of each investment who has not previously been
identified. For example, a private company will need to provide supporting documentation to identify the company as well as the usual
account opening information. The Manager is also required to identify certain other parties to the investment such as a trustee or power
of attomey.

If you hold an investment with the LM First Mortgage Income Fund which commenced prior to 31 January 2008 and are making an
additional investment, then you may be required to provide us with verification documents. The Manager will contact you if required.

For wholesale investors e.g. master trusts or wrap services, please contact the Manager for the latest service agreement which includes

Anti-Money Laundering details if not already completed.

What Documentation Needs to be Submitted with an Application for an Australian or New Zealand Investor
Investors' financial advisers will be able to assist investors in providing the necessary verification documents. Below is an outline of the
verification documents that may be required for an Australian or New Zealand investor only.

TYPE OF INVESTOR

Individual Account
and Sole Traders

Joint Account

Superannuation Fund

Trust

Company

Partnership

INVESTMENT ACCOUNT
MUST BE IN THE
NAME OF

The individual
e.g. John Citizen

Both or all joint applicants
e.g. John Citizen and Jane
Citizen

The trustee(s) of the fund
and name of the Super
Fund

e.9. ABC Trustees atf John
Citizen Super Fund

The trustee(s) of the trust
and name of the trust

e.g. ABC Trustees atf John
Citizen Trust

The name of the company
e.g.ABC Pty Ltd

All partners

e.g. John Citizen and Jane
Citizen

Alternate Verification Documentation

(8)

The individual's

All joint applicants’

Alltrustees’ or that number
oftrustees as required by
the Trust Deed

Two directors; or a director
and a company secretary
orifthere is only one
director, by that director

Two partners

VERIFICATION DOCUMENTS REQUIRED
(IN SUPPORT OF THE APPLICATION FORM)

Certified copy of any of the following that verify your

name, date of birth and/or current address:-

Option1: Cument Passport or Drivers Licence.

Option 2: EitherBirth Certificate, Citizenship Certificate
or Pension Card
And
Notice issued by a govemment body within
preceding 12 months or utility provider issued
within the preceding 3 months.

Certified copy of the first page, schedule (and any
relevant pages including the page that list details in
relation to who can sign on behalf of the Trust) of the
Trust Deed confirming name and trustee(s) signatures.
For one individual trustee, please aiso provide the same
type of information requested for an Individual Account.
Or
For one corporate trustee please also provide the same
type of information requested for a Company.
Regulated Australian Superannuation Funds only require
a current search of ASIC, ATO or regulator’s website

the fund name and that the fund is

» Certified copy of the Certificate of Registration.

Or

» ASIC (or equivalent regulatory body) search within
the last 30 days confirming name, registration and
identification number.

» Certified copy or cerified extract of a partnership
agreement.

Or

» Certified copy or certified extract of minutes of a
meeting confirming partnership.

And

» Confirmation of current membership if regulated by
professional association by current membership
certificate or confirmation from relevant association.

For one individual partner, please also provide the same
type ofinformation requested for an Individual Account.

For details of other verification documentation which is acceptable to the Manager other than outlined above or other entity types,
please refer to the Anti-Money Laundering Form available from the Manager's website at www.LMaustralia.com or by telephoning the
Manager on +617 5584 4500.



What Documentation Needs to be Submitted with an Application for an

Investor other than an Australian or New Zealand Investor

Yourfinancial adviser will be able to assist you in providing the necessary verification documents. In addition to completing the Application
Form in the PDS investors will need to complete an Anti-Money Laundering Form applicable to the investor's classification (i.e. individual,
company, trust, county the investor resides etc). These forms are located on the Manager's website at www.LMaustralia.com

Suitable Certifiers for Copies of Documents
Where an investor’s identification documents need to be ceriified, the Manager suggests that the person certifying the document(s) for
the investor use the following statement on the copy being certified:

“I centify this to be a true and correct copy of the [Name of Daocument] the original of which, was produced to me at the time of signing and
itis a true likeness of the identified (where there is a photo id)".

ument must also be dated and have the signature, printed name, occupation, employer and address of the person certifying the
nt.

Some of the persons who may certify copies of the original documents are:-

> afinance company officer with 2 or more continuous years of service with one or more finance companies (may include such
professionals as financial adviser);

» an officer with 2 or more continuous years of service with one or more financial institutions;

» an officer with, or authorised representative of, a holder of an Australian financial services licence, having 2 or more continuous
years of service with one or more licensees;

» amember of the Institute of Chartered Accountants in Australia, CPA Australia or the National Institute of Accountants with 2 or
more years of continuous membership;

a Justice of the Peace;

a notary public (for the purposes of the Statutory Declaration Regulations 1993);

a police officer;

a legal practitioner who is on the roll of a Supreme Court of a State or Territory, or the High Court of Australia;
ajudge of a court;

amagistrate;

a chief executive officer of a Commonwealth court;

aregistrar or deputy registrar of a court;

an agent of the Australian Postal Corporation who is in charge of an office supplying postal services to the public;

a permanent employee of the Australian Postal Corporation with 2 or more years of continuous service;

¥V ¥ ¥ ¥V Vv VvV ¥ 9 V¥V VvV Vw

an Australian consular officer or an Australian diplomatic officer,

Queries

Should you require information in relation to what documents need to be submitted with an application or if you are unsure which
classification your application falls under please contact your financial adviser or the Manager on +617 5584 4500 prior to submitting an
application.

Incomplete Applications

An application cannot be processed by the Manager unless the appropriate verification documentation and information is supplied
with the ti M s no fi the le fication en nor suppl  The
Manage n bili y de p ng an tion. T ag ilico rsas nas
practicable and ask them to supply any necessary additional information for the investor in order for the application to be processed.

The Manager reserves the right to refuse or cancel applications at any time if it believes that the application breaches any anti-money
laundering/counter-terrorism financing law or the money laundering or terrorism financing risk is unacceptable to the Manager. The
Manager may also request any further information at any time throughout the investment from  nvestorthat  nsi sary for
it to satisfy any applicable anti-money laundering/counter-terrorism financing laws. Ifthe Man  rhasreques an provide
further information, the processing of their application may be delayed until the information is received.

The directors of LM Investment Management Ltd have authorised and consented to the issue of this PDS,
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Application Form Checklist

To ensure the Manager is able to process an investor’s application quickly and efficiently please check the Application Form is
completed as set out below and that all additional information in relation to Anti-Money Laundering requirements is provided.

Section 1 —Nominate the type of investment and type of investor/s to open a new account.

Section 2 — Individual and Joint Investor/s Details - Provide the investor/s’ full name/s. Joint investars must each provide their full
names and sign the Application Form. Alf correspondence abaut the investment (including interest distributions and withdrawals) may
be sent to the first person named on the Application Form. Joint investors are treated as joint tenants. This means that if one of two joint
investors dies, only the other joint investor will be recognised as having any claim to the investment.

Section 3 - Sole Trader Investor Details

Section 4 = Company Investor Details

Section 5 - Superannuation Fund/Trust Investor Details — only the trustee has rights and obligations under the Fund’s constitution.

Section 6 - Partnership or Association Investor Details

Section 7 = Politically Exposed Persons

Section 8 — Provide contact details for the investor/s.

Section 9 = Provide the investor/s’ residential street address or if applicable business street address.

Section 10 = Provide Tax File Number or Exemptions (refer below).

Your alternatives to quoting a Tax File Number

If the investor’s Tax File Number or the Tax File Number Exemption details are not supplied, the Manager is required to withhold tax from
your income distribution at the highest marginal tax rate (plus Medicare Levy).

Exemptions:-

Pensioner - Write the name of your pension on the Exemption Line (eg Age Pension)
Non-Resident - Write your country of residence on the line below the Tax File Number
Non-Profit Organisation - If you are not required to lodge a tax return write “NL”

Section 11 — Nominate the investment option, amount to be invested and complete whether monthly returns are to be reinvested or not.

Section 12 - Select instructions for investment at maturity/rollover (for currency hedged investment terms only).

Section 13 — Nominate how the investment amount is to be paid.

»

Cheque - [finvesting via cheque please cross your cheque “Not Negotiable” and make payable to “PTAL acf LM First Mortgage
Income Fund'.

Direct Debit — For Australian dollar investors with Australian bank accounts or New Zealand dollar investors with New Zealand
bank accounts only. If you are investing by direct debit please complete the relevant Direct Debit Form attached to the Application
Form and complete the financial institution details in Section 15.

BPay — Remit Australian dollar funds directly by BPay. In this instance you must fax the completed Application Form and a copy
of your BPay receipt to the Manager (facsimile number +617 5592 4116) then telephone the Manager on +617 5584 4500 to
receive your account number. Once you have your account number you can proceed to BPay your investment money by using
the Biller Code No outlined in the "How to Invest” Section on Page 14 of this PDS and your account number as the reference
number.

Electronic Direct Credit or Telegraphic Transfer — Details of the financial institution account to be credited are contained in
the "How to Invest” Section of this PDS on Pages 14 and 15. Once you have forwarded the electronic direct credit or telegraphic
transfer you must fax the completed Application Form and copy of electronic direct credit receipt or telegraphic transfer (and
forward the original by mail) to the Manager on facsimile number +617 5592 4116.

Credit Card - Please complete the Credit Card Payment Form attached to this PDS and send the completed payment form with
this Application Form to the Manager.
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Application Form Checklist corines

Section 14 — Provide details of where the funds for this investment came from.

Section 15 — Complete details of the investor/s financial institution account to which interest distributions and withdrawals will be paid. If
you are investing by direct debit investment, funds will be deducted from this account unless otherwise specified.

Section 16 — Please read this section for details on how the Manager can use the investor/s' personal information provided on the
Application Form.

Section 17 — Authorised Delegate or Power of Attorney - If the Application Form is being signed under a Power of Attorney the
Attorney must provide personal details in this section. If you wish to authorise another person to access and operate your investment
(please read the section headed "Authorised Delegate” in the Additional Information Section of this PDS on Page 30), then:-

» complete the name of the authorised delegate;
» have the authorised delegate sign where indicated; and
» investor/s must also sign this section.

The appointment is limited to this Fund and the authorised delegate can only direct withdrawals to the nominated account or other existing
investment accounts of the investor held by the Manager.

Section 18 — Please read this section and execute the Application Form in acknowledgement. Ensure that if you are investing under
a Joint Account all applicants have signed and dated the form. If the investor is a company please ensure that the Application Form
is executed by either 2 directors, 1 director and company secretary, or the sole director who is also the sole secretary. If the investor is
a trust please ensure the Application Form is executed by all trustees or the sole trustee if there is only one trustee. If signing under
a Power of Attorney, please attach a certified copy of the Power of Attorney document together with a declaration by the attorney/s
that the Power of Attorney has not been revoked and a certified copy of the Attorney/s’ passport or driver's licence and forward with this
Application Form to the Manager.

Section 19 — Complete details of any special instructions including any amount of commission payable to the adviser in relation to this
investment.

Section 20 - Complete details of the investor’s financial adviser (if any).
Once you have completed and executed the Application Form
Please send the form and your prescribed method of payment to either:-

Your financial adviser

or

The Manager:

LM Investment Management Ltd

PO Box 485
Surfers Paradise QId 4217
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Appl ication Form LM First Mortgage Income Fund

ARSN 089 343288 AFSL No 220281

Units in the Fund will only be issued on receipt of this ~ Office use only

Application Form, issued together with the PDS for the
Fund dated 10 April 2008.

Please phone the Manager's Treasury Seivices
Department on +617 5584 4500 or free call 1800 062
919(Australia only) or your adviser with any enquiries.

an riate answer

at
1. INVESTMENT DETAILS

Type of investment

AUD Investment Non -AUD Investment

EXISTING INVESTOR - New Investment

if any of your details have changed please complete them below,

Existing Investor ID
xistinginvestor otherwise go to Section 11.

Investor Type
Individual / Joint Investors - complete details in section 2 and then go to Section 7 and complete all sections
Sole Trader Investors - complete details in section 3 and then go to Section 7 and complete all sections
Company Investors - complete details in section 4 and then go to Section 7 and complete all sections
Superannuation Fund/ Trust Investors - compiete details in section 5 and then go to Section 7 and complete all sections

Partnership Investors - complete details in section 6 and then go to Section 7 and complete all sections

Please ensure appropriate investor identity verification documents are attached to this Application Form — refer to the Anti-Money
Laundering procedures on pages 36 - 37 of this PDS.

If you are an investor from a country other than Australia or New Zealand please ensure the appropriate Anti-Money Laundering
Form which is available from the Manager's website at www.LMaustralia.com is completed with this Application Form.

2. INDIVIDUAL/JOINT INVESTOR DETAILS

Investor1 Title Mr Mrs Miss Other
First Name(s)
LastName
Date of Birth Gender

/ / Male Female
Curmrent Occupation
Investor2  Title Mr Mrs Miss Other
First Name(s)
Last Name
Date of Birth Gender

/ / Male Female
Current Occupation
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3. SOLE TRADER INVESTOR DETAILS

Full Business Name

REEEN

Australian Business Number or equivalent number applicable)

4. COMPANY INVESTOR DETAILS

Full Organisation Name

Country in which the organisation was established

IfEntityis a of
Public Private Listed or Unlisted

If Regulated Company — provide the name of the Regulator and License number

Australian Business Number or number (if applicable)

Iflisted company provide the name of the market/exchange

If of an Australian listed company - provide name of Australian listed and name of

Ifunregulated (not regulated by an Australian Commonwealth, State or Territory regulator) Proprietary Company provide Names and Residential
or Principal addresses of Company Shareholders with over 25% ownership. If more that 2 Shareholders, attach list to this to Application Form.

Shareholder 1
First

Last Name

Residential or Street address
Suburb

State

Country

Shareholder 2
First Name(s)

Last Name
Residential or Street address
Suburb

]

State

]
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If Proprietary Company provide Names of All Company Directors. If more than 2 Company Directors attach a list to this Application Form.
Company Director 1
First Name(s)

Last Name

Company Director 2
First

Last Name

5. SUPERANNUATION FUND / TRUST INVESTOR DETAILS

Full Organisation Name Fund

Country inwhichthe  anisation was established

of Trust

Names and Residential or Principal addresses of All Trustee/s If more than 2 trustees, attach a list to this Application Form.

Trustee 1
First

Last Name

Date of Birth Gender
/ / Mae Female

Residential or Street Address
Suburb
State

Country

Trustee 2
First

Last Name

Date of Birth Gender
/ / Male Female

Residential or Principal Street Address
Suburb
State

Cou

If the Trustee is a Company please complete the Company details in Section 4 of this Application Form.
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Names of All Beneficiaries or class of beneficiaries of a Superannuation Fund /Trust (except for regulated Australian Superannuation
Funds). If more than 2 Beneficiaries of a Superannuation Fund/Trust, attach a list to this Application Form.

Beneficiary 1
First

Last Name

Beneficiary 2
First Name(s)

Last Name

Class of Beneficiaries (if applicable)

6. PARTNERSHIP / OR ASSOCIATION INVESTOR CONTACT DETAILS

Full Name of
in which the was established
/Association
If lated name and details of nal association
Australian Business Numberor  uivalent number  applicable)

Names and Residential or Principal addresses of All Partners / Association’s 2 public officers. If more than 2 partners or public officers,
attach a list to this Application Form.

Partner 1

First

Last Name

Date of Birth Gender
/ / Mae Female

Residential or Street Address

Suburb

[ ]

State

[ ]

Cou



Partner 2
First

Last Name

Date of Birth Gender
/ / Mae Female

Residential or Principal StreetAddress

Suburb

State

Country

7. POLITICALLY EXPOSED PERSONS

Are you or anyone named on this form or any of your or their close personal or business relationships, associates or family members
politically exposed persons e.g. Heads of State, senior politicians, judicial or military officers, senior executives of state owned
corporations?

Yes No

If yes please provide details

8. INVESTOR CONTACT DETAILS

Contact Name

Postal Address

Emal

Phone (Business/Home) Phone

Please indicate your preferred method of receiving correspondence
Email Post OR All correspondence to Adviser only
Financial statements are available on the Manager’s website.

Do you wish to receive financial statements of the Fund Yes No

If Yes —do you wish to receive the financial statement by email Yes No
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9. RESIDENTIAL / PRINCIPAL BUSINESS STREET ADDRESS OF INVESTOR/S

Individual investors must provide their residential street address and if sole trader their principal business address (if different).
Company, partnership, superannuation fund, association or trust investors must provide their principal business street address
and registered office address (if different). Post office boxes are not acceptable.

INVESTOR 1/ COMPANY/ TRUST / SUPERANNUATION FUND / PARTNERSHIP / ASSOCIATION / SOLE TRADER
Residential / Principal Business Street

Suburb

State

INVESTOR 2/INCORPORATED REGISTERED ADDRESS (if applicable)
Residential / Business Street

Suburb
State

Country

10. INVESTOR TAX FILE NUMBER OR EXEMPTION DETAILS
INVESTOR 1/COMPANY PARTNERSHIP / SUPERANNUATION FUND / TRUST

Tax File Number OR n
Ifa n resident for tax of residence

INVESTOR 2

Tax File Number OR

If a foreign resident for tax of residence
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11. INVESTMENT DETAILS

LM FIRST MORTGAGE INCOME FUND AUSTRALIAN DOLLAR INVESTMENT OPTIONS

Cheques MUST be made payable to “PTAL acf LM First Mortgage Income Fund” (Select method of payment in the “Payment Details”
— See Section 13 below)

FLEXIACCOUNT OPTION

Flexi Account Option AUDS
FIXED TERM INVESTMENT OPTIONS Investment Amount
1 Month Term AUD$
3 Month Term AUDS$
6 Month Term AUD$
12 Month Term AUD$
13 Month Term AUD$
2 Year Term AUDS$
3 Year Term AUD$
4 Year Term AUDS$S
INTEREST DISTRIBUTION
» Reinvest Yes No If No please select one of the options below
® Credit my/our bank account monthly or quarterly (complete Section 15) Monthly Quarterly
# Pay to my/our LM Cash Performance Fund Account Yes No
# Pay the Split Interest Distribution set out below Yes No
SPLIT DISTRIBUTION OPTION

Amount to be paid from interest distribution monthly or quarterly AUD$

Note the balance interest distribution on this investment will be reinvested to
your investment account. If the interest distribution amount s less than the Monthly Quarterly
amount nominated, the Manager will only pay the interest distribution amount.

REGULARADDITIONAL INVESTMENT OPTION (Minimum AUD$1,000)
- Please complete the Direct Debit Request Form attached to this Application Form

Regular additional investment amount AUDS

Please nominate how often the additional investment is to be made e.g. monthly

LM SAVINGS PLAN OPTION
Please complete the Direct Debit Request Form attached to this Application Form

Initial Investment Amount Ongoing Investment Amount
(Minimum initial investment AUD$100) (Minimum AUD$100/ month)

LM Savings Plan AUD$ AUDS$
Please nominate how often the additional investment is to be made e.g. monthly

NB: If you nominate to have the Regular Additional Investment or Ongoing Investment to be added on a monthly basis
the monthly amount is automatically debited on the 24th of each month or next business day if 24th falls on a weekend
or public holiday. If other date for direct debit is required please nominate the date on which the ongoing amount is to
be direct debited on: of each month. If you nominate to have the Regular Additional Investment or Ongoing
Investment to be added on a weekly or fortnightly basis the Regular Additional Investment or Ongoing Investment will
be automatically debited weekly or fortnightly from the receipt and processing of your application for investment.
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11.INVESTMENT DETAILS (continued)
LM FIRST MORTGAGE INCOME FUND CURRENCY HEDGED INVESTMENT OPTIONS

The investor may use this Application Form to select either one or a diversified range of cumency investments. (Investment may be
arranged for most currencies. For clarification on hedging a specific currency, contact the Manager.)

Payment MUST be made to “PTAL acf LM First Mortgage Income Fund”

FIXED TERMINVESTMENT OPTIONS Specify Term =1, 3, 6 or 12 Month Term
usD Amount $
GBP Amount $
EUR Amount $
JPY Amount $
CAD Amount $
HKD Amount $
SGD Amount $
NzD Amount $
Other Specify: Amount $

Interest distribution (Income Only) on Maturity of Investment Term (please tick appropriate box)
. If No the interest distribution will be credited to
» Credittomy Fund Account Yes No the bank account nominated in Section 15

12. MATURITY/ROLLOVER INSTRUCTIONS FOR CURRENCY HEDGED INVESTMENT TERMS ONLY

Please tick the appropriate instructions. NB if this section is not completed and no written instructions are received by the
Manager at least 5 business days prior to this investment’s maturity date then at maturity of each investment the investor’s
original investment and interest distribution is automatically reinvested in the original nominated currency for further 1 month
investment terms until the investor notifies the Manager of a longer reinvestment term or a withdrawal notice is received.

On maturity of each investment term continue to roll the investment and interest distribution (income) amount for
further investment terms of the same length until notified otherwise by the investor by the appropriate notice.

EG On maturity of USD 12 Month Term the interest distribution will be credited o the investor’s investment account and
principal investment amount and the interest distribution will be rolled for further USD 12 Month Terms until notified
otherwise by the investor.

On maturity of each investment term continue to roll the original investment amount on maturity for further
investment terms of the same length until notified otherwise by the investor by the appropriate notice AND
electronically credit the interest distribution (income) amount to the Investor’s Account nominated in Section 15
of this Application Form.

EG On maturity of USD 12 Month Term the principal investment amount will be rolled for further USD 12 Month Terms
and the interest distribution will be electronically credited to the investor’s account nominated in Section 15 of the

Application Form until notified otherwise by the investor.

On maturity redeem the investor’s investment and interest distribution (income) amount and electronically credit

the Investor's Account nominated in Section 15 of this Application Form.

Note: See page 17 of this PDS (“How to Withdraw") for details of the notice periods required and the restrictions on
breaking an investment term, which also apply to investment terms resulting from a rollover.

Note: Investors should consult with their adviser to obtain details of the latest PDS prior to reinvestment. The latest
PDS is also are available from the Manager's website at www.LMaustralia.com or by telephoning the Manager
on +617 5584 4500.
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13. PAYMENT DETAILS

How will this investment be made? NOTE: Cash is not acceptable

AUSTRALIAN DOLLAR PAYMENT OPTIONS:-

Cheque |:] Make cheque payable to the Fund:- PTAL acf LM First Mortgage Income Fund:;

Direct Debit

Make sure you also complete the relevant Direct Debit Form for Australian Dollar Investments
attached to this Application Form. Your investment will be directly debited from your nominated
Australian financial institution account.

BPay |j Please attach a copy of the BPay receipt to the Application Form. For details on how to BPay
Australian dollar investment funds please refer to Page 14 of this PDS.
t []

Electronic Direct Credi Please attach a copy of the electronic direct credit receipt or telegraphic transfer to the Application

or Telegraphic Transfer Form and provide the electronic direct credit reference code provide by the bank or telegraphic
transfer reference code provided by the bank:-
Please see details on how to electronically direct credit or telegraphically transfer investment funds on
page 14 of this PDS.

Credit Card D Make sure you complete the Credit Card Payment Form attached to this Application Form.

NON-AUSTRALIAN DOLLAR CURRENCY HEDGED PAYMENT OPTIONS:-
Payment must be made by telegraphic transfer.

Please attach a copy of the telegraphic transfer to the Application Form and provide the telegraphic transfer reference code provided by
the bank:- . Please see details on how to telegraphicaily transfer investment funds on page 15 of this PDS.

NEW ZEALAND investors can also

» choose to have NZD investments direct debited from their bank account. Please complete the New Zealand
Direct Debit Form that follows this Application Form

OR

» Investors living in New Zealand can make NZD deposits in person at an ANZ bank or electronically direct
creditinvestment funds to the ANZ Bank (Bank details are shown on page 15 of this PDS).

Direct Credit — If funds are being remitted by direct credit please supply the banking reference number or
copy of credit receipt provided by the remitting bank .

THIRD PARTY PAYMENTS

The Manager expects funds to come from the investor's own account. Please provide an explanation if payment is made from a third
party. We may require additional information in respect of the third party payment if accepted.

14. SOURCE OF INVESTMENT FUNDS —Must be completed for Anti-Money Laundering Requirements

Please tick the appropriate box to provide information on where funds for this investment came from.

[‘ Savings L_l Sale of Assets Profit Other please specify e.g. gift, donation:- _
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15. INVESTOR ACCOUNT DETAILS (for payment of interest distributions and withdrawals from a Fund)

Account Name
Bank Name

Bank Address

BSB Number Only) Bank Account Number

Swift Code Sort Code
Code/Fedwire  banksonly) IBAN Number
Intermedia Bank Name overseas bank accounts an bank, if applicable)

Bank Address

Swift Code Sort Code

Account Number

16. PERSONAL INFORMATION

The privacy of an investor’s personal information is important to the Manager. The purpose of collecting investor information on the
Application Form is to process the application and manage an investor's investment in the Fund. If the information an investor gives is
not complete or accurate, the Manager may not be able to provide the products and services applied for.

In processing the application and managing investors’ investments in the Fund, the Manager may disclose personal information to other
parties such as an investor’s financial adviser and/or IT service providers of financial advisers, the financial adviser's licensee or as
required by law.

Investors are entitled to request reasonable access to their personal information. The Manager reserves the right to charge an
administration fee for collating the information requested.

Forfurther details on the Manager’s Privacy Policy please visit the Manager website at www.LMaustralia.com.
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17. APPOINTMENT OF AUTHORISED DELEGATE /POWER OF ATTORNEY

Please ensure an identity verification document (e.g. Certified copy of current Passport) for the Authorised Delegate/Attorney is attached
Name of Authorised Delegate

First
Last Name
Date of Birth Gender
/ / Mae Female
Current Occupation

Residential Street Address

Suburb

State

Cou

Signature of Authorised Delegate and Investor must be provided below. Attorneys are not required to complete the balance
of this section.

I/We have read the section on authorised delegates in this PDS under the section headed "Additional Information” and agree to its terms
and conditions. |/We appoint the following authorised delegate:

Signature of Authorised Date
/ /

I/We request that my/our authorised delegate receive access to my/our financial records in relation to my/our Fund/s investment/s and
consistent with the Fund/s terms and conditions, agree that my/our authorised delegate has the same powers as I/we do to make further
investments in or withdrawals from, the Fund/s. 1\We release, discharge and agree to indemnify the Manager and the Custodian as
provided in the "Additional Information" section of this PDS.

of Investor Officer nominate office heid  Director) Date

Signature of Investor 2/Company Officer (vlease nominate office held eg Director) Date
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18. SIGNING AREA
IWe declare that:-

1. This Application Form is completed according to the declaration/appropriate statements in the Application Form and agree to be
bound by the constitution/s and the terms, conditions and contents of the PDS of the Fund.

2. Thereturn of this Application Form with the Application Money will constitute an offer to subscribe for units.
3. IMe acknowledge that Iiwe have read the PDS to which this application relates and any supplementary PDS.

4. |Me consent to the Manager collecting the information provided in this document and attachments and declare that the information
is true and comrect. 1A\Ne agree to provide the Manager with any further information required and confirm LM may obtain further
information to confirm my/our or our organisation's identity for the purpose of my/our investment or for the purposes of compliance
with any laws.

5. ldeclare that the money invested in the Fund is not part of any money laundering or terrorist financing schemes.

Signature of Investor 1/Company Officer (please nominate office heid eg Director) Date

Signature of Investor 2/Company Officer (please nominate office heid eg Director) Date

If signed under Power of Attorney, the Attorney certifies that he or she has not received notice of revaocation of that power. Trustees of
trusts giving a power of attomey certify that they are authorised to do so by their trust deed. A certified copy of the power of attorney must
be forwarded to the Manager with this Application Form including an express authonity to grant the limited power of attomey as set out
in this Application Form If signing on behalf of a corporation, the party signing must indicate the capacity (i.e director or secretary) after
their signature in the above box.

19. SPECIAL INSTRUCTIONS/COMMISSION INSTRUCTIONS
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20. ADVISER/INTERMEDIARY DETAILS

Title M Mrs Miss Other

First name(s)

LastName

AFS Licensee

Adviser Email

Telephone Number (Business) Adviser Stamp

Facsimile Number

Mobile Telephone Number

AFS Licence No LM Adviser ID No (Optional)

Postal Address

Australian Financial Adviser Investor Identity Verification Declaration
| certify that in accordance with the IFSA/FPA Industry Guidance Note 24 that:- (tick the appropriate box)

1. My licensee has an agreement in place with LM where | have collected, verified and retained the appropriate customer
identification documentation to confirm the identity of all investors associated with this application to meet my obligations in
respect of the Anti-Money Laundering and Counter-Terrorism Financing Act 2006 (‘AML/CTF laws’) and agree to provide
access to these records as required.

OR

2. Mylicensee has an agreement in place with LM and as such | have attached a copy of the industry “Customer Identification
Form” which confirms that | have sighted and verified all of the documentation required to identify a customer under the
AML/CTF laws.

OR

3. | have attached a copy of the source documents from which | have identified the customer as required by the

AML/CTF laws.

If no box is marked, | agree Option 3 applies.
Adviser Signature Date
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Direct Debit Request Form  (AUD INVESTMENTS ONLY)
AUSTRALIAN BANK ACCOUNT HOLDERS ONLY

Please complete and sign this form to make your initial investment.

Direct Debit Request Form

REQUEST FOR DEBITING AMOUNTS TO ACCOUNTS BY THE DIRECT DEBIT SYSTEM

PLEASE READ ALL INSTRUCTIONS WHEN COMPLETING THIS FORM

If you are an existing investor please complete your Investor ID or LM Investment Account Number (if known)
Investor ID No. LM Investment Account No. Date / /

Name and address of financial institution at which your account is held:

Insert full name of investor: (Sumame, Company Name or Business Name)

(Given Names, ACN or ABN)

Direct debit authorisation:-

| / we authorise LM Investment Management Ltd (ACPC User ID Number. 097695)
to arrange for funds to be debited from my/our account at the financial institution identified above and as prescribed through the bulk
electronic clearing system (becs);

I/We have read the ‘Direct Debit Customer Service Agreement’ provided in this form and agree with its terms and conditions.

I/We request this arrangement remain in force in accordance with the details set out in the Schedule below and in compliance with the
‘Direct Debit Customer Service Agreement’.

Signature of investor 1

or company officer Signature Date ] ]
Print Name

Signature of investor 2 .

or company officer Signature Date / ]
Print Name

The Schedule

Insert name of account which is to be debited

BSB No:* Account No:*

*Do not quote your ATM card or credit card number.
PLEASE NOTE: Direct Debiting is not available on the full range of accounts. Ifin doubt please refer to your financial institution.
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Cre tCa Pay entForm

Please complete and sign this form to make your initial investment and/or to make additional investments together with the relevant
application form.

REQUEST FOR PAYMENT BY CREDIT CARD

PLEASE READ ALL INSTRUCTIONS WHEN COMPLETING THIS FORM

If you are an existing investor please complete your Client ID or LM Investment Account Number (if known)

Investor ID No. LM Investment Account No. Date / /

Insert full name of investor:
(Surname, Company Name or Business Name)

(Given Names, ACN or ABN)

Signature of investor 1 )

or company officer Signature Date / /
Print Name

Signature of investor 2 .

or company officer Signature Date / /
Print Name

The Schedule

Please enter your initial investment/additional deposit/ monthly investment amount which is to be credited to:

Fund Name

Initial/Additional Investment Amount $AUD

LM Savings Plan or Regular Additional Investment $AUD
Consecutive investment amount

NB: The amount deducted will be the investment amount. The credit card merchant service fee of 1.54% of that amount (GST inclusive) will
be deducted by the Manager from the investment amount. The credit card merchant service fee is subject to change at anytime in line with
the Merchant Service Agreement. The charge of 1.54% is current as at the date of this PDS.

Payment details Credit Card (Tick one only) Master Card Visa

Insert name on Credit Card

Card No: Expiry
Cardholder Telephone No: Credit Check Value No:

| agree to accept the credit card merchant service fee passed on by LM Investment Management Ltd and understand that the deduction from
my credit card will be the investment amount only and the credit card merchant charges of 1.54% (GST inclusive) will be deducted by the
Manager from the investment amount. | also agree to accept that the credit card merchant service fee is subject to change at anytime in line
with the Merchant Service Agreement.

Card Holder’s Signature

The credit card merchant service fee may be passed onto the consumer in accordance with the Merchant Pricing Reform, 1 January 2003,
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Direct Debit Authority for NEW ZEALAND INVESTORS ONLY

NEW ZEALAND BANK ACCOUNT HOLDERS ONLY

Name of Account:

Authority
CUSTOMER TO COMPLETE BANK/BRANGH NUMBER AND to accept
ACCOUNT NUMBER AND SUFFIX OF ACCOUNT TO BE DEBITED Direct Debits

(Not to operate as an assignment or agreement)

Bank Branch Number Account Number Suffix

To: The Manager (Please print full postal address clearly for window envelope)

BANK & BRANCH: AUTHORISATION CODE
o1 0 9 4 1 7
ADDRESS (PO BO

I / We authorise you until further notice in writing to debit my / our account with you all amounts which

L M Administration Pty Ltd

(Hereinafter referred to as the Initiator)

the registered Initiator of the above Authorisation Code, may initiate by Direct Debit.

I / We acknowledge and accept that the Bank accepts this authority only upon the conditions listed on the reverse of this form

INFORMATION TO APPEAR IN MY / OUR BANK STATEMENT (TO BE COMPLETED BY INITIATOR)

PAYER PARTICULARS PAYER CODE PAYER REFERENCE
LM FMI F L M FMI F
NAME OF ACCOUNT:
o)
AUTHORISED SIGNATURE(S): i
£
g
E
2
FOR BANK USE ONLY g
1 B
Approved DATE RECEIVED: RECORDED BY: CHECKED BY: L§“
x
I §
s
BANK STAMP E
Original: Retain at Branch. é
Copy: Forward to Initiator in postage prepaid and addressed =
envelope provided by the Initiator L _ %
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Australian Dollar Direct Debit
Customer Service Agreement

Our Responsibility

»

The direct debit of your investment amount will be drawn immediately once LM Investment Management Ltd (the "Manager”)
receives this form or further written instructions from you. Please ensure your investment funds are cleared and available.

» The Manager will only debit your account for your initial investment amount as stated on the Application Form or additional
investment amount as advised by you in further written instructions conceming additional deposits.

» The Manager reserves the right to cancel the direct debit arangements if three or more drawings are returned unpaid by your
nominated financial institution.

» Subject to its obligations at law, the Manager will keep all information pertaining to your nominated account at the financial
institution private and confidential.

» Where the due date for a drawing falls on a non-business day, the Manager will draw the amount on the next business day.

» The Manager will investigate and deal promptly with any queries, claims or complaints regarding debits providing a response
within 20 business days.

Your Responsibility

» Where you consider that a drawing has been initiated incorrectly you should take the matter up directly with the Manager.

» ltis your responsibility to ensure that the authorisation on the direct debit request is identical to the account signing instruction
held by the financial institution of the nominated account.

» ltis your responsibility to ensure at all times, that sufficient funds are available in the nominated account to meet a drawing on
the due date for payment.

» ltis your responsibility to advise the Manager if the account nominated by you to meet a drawing is altered, transferred or
closed.

» It is your responsibility to arrange with the Manager a suitable alternate payment method if the drawing arrangements are
stopped either by you or the nominated financial institution.

» ltis your responsibility to meet any charges resuiting from the use of the direct debit system. This may include fees charged by
the Manager as a result of drawings being returned unpaid.

Your Rights

» You may request or defer or alter the drawing authority, by giving written notice to the Manager. The Manager must receive such
notice at least 5 business days prior to the date of the next drawing.

» You may cancel the direct debit arrangement at any time by giving written notice to the Manager. The Manager must receive
such notice at least 5 business days prior to the date for the next drawing.

» Al transaction disputes, queries, and claims should be raised directly with the Manager. The Manager will provide a verbal or

written response within 20 business days from the date you notify the Manager. If the claim/dispute is successful the Manager
will reimburse you by way of electronic credit to your nominated account.
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Terms and Conditions of the New Zealand Dollar
Direct Debit Authority

1. The Initiator:

(a) Has agreed to give written notice of the net amount of each Direct Debit no later than the Direct Debit is initiated.
This notice will be provided either:

(i) inwriting; or

(i) by electronic mail where the Customer has provided prior written consent to the Initiator.

The advance notice will include the following message:

The amount $. will be direct debited to your Bank account on (initiating date).

(b) May, upon the relationship which gave rise to this Authority being terminated, give notice to the Bank that no further
Direct Debits are to be initiated under the Authority. Upon receipt of such notice the Bank may terminate this Authority as to
future payments by notice in writing to me/us.

2. The Customer may:

(a) Atany time, terminate this Authority as to future payments by giving written notice of termination to the Bank and to the
Initiator.

(b) Stop payment of any direct debit to be initiated under this authority by the Initiator by giving written notice to the Bank
prior to the direct debit being paid by the Bank.

3. The Customer acknowledges that:

(a) This authority will remain in full force and effect in respect of all direct debits made from me/our account in good faith
notwithstanding my/our death, bankruptcy or other revocation of this authority until actual notice of such eventis
received by the Bank.

(b) Inany event this authority is subject to any arrangement now or hereafter existing between me/us and the Bank in
relation to my/our account.

(c) Any dispute as to the correctness or validity of an amount debited to my/our account shall not be the concern of the
Bank except in so far as the direct debit has not been paid in accordance with this authority. Any other disputes lie
between me/us and the Initiator.

(d) Where the Bank has used reasonable care and skill in acting in accordance with this authority, the Bank accepts no
responsibility or liability in respect of:
- the accuracy of information about Direct Debits on Bank statements;
- any variations between notices given by the Initiator and the amounts of Direct Debits.

(e) The Bank is not responsible for, or under any liability in respect of the Initiator’s failure to give written advance notice
correctly nor for the non-receipt or late receipt of notice by me/us for any reason whatsoever. In any such situation the
dispute lies between me/us and the Initiator.

4. The Bank may:

(@) Inits absolute discretion conclusively determine the order of priority of payment by it of any monies pursuant to this or
any other authority, cheque or draft properly executed by me/us and given to or drawn on the Bark.

(b) Atany time terminate this authority as to future payments by notice in writing to me/us.

(c) Charge its current fees for this service in force from time-to-time.

158



Credit Card Customer Service Agreement

Our Responsibility

»

The credit card payment of your investment amount will be drawn immediately once LM Investment Management Ltd (the
“Manager”) receives this form or further written instructions from you. Please ensure your investment funds are cleared and
available.

» The Manager will only debit your account for your initial investment amount as stated on the Application Form or additional
investment amount as advised by you in further written instructions concerning additional deposits. The credit card merchant
service fee will be deducted from your initial investment amount or additional investment amount/s.

» The Manager reserves the right to cancel the credit card arrangements if three or more drawings are retumed unpaid by your
nominated financial institution.

» Subject to its obligations at law, the Manager will keep all information pertaining to your nominated account at the financial
institution private and confidential.

» Where the due date for a drawing falls on a non-business day, the Manager will draw the amount on the next business day.

» The Manager will investigate and deal promptly with any queries, claims or complaints regarding debits providing a response
within 20 business days.

Your Responsibility

» Where you consider that a drawing has been initiated incorrectly you should take the matter up directly with the Manager.

» ltis your responsibility to ensure that the authorisation on the credit card payment request is identical to the account signing
instruction held by the financial institution of the nominated account.

» ltis your responsibility to ensure at all times that sufficient funds are available in the nominated account to meet a drawing on the
due date for payment.

» Itis your responsibility to ensure your bank will allow drawings on a credit card transaction without the card present.

» It is your responsibility to advise the Manager if the account nominated by you to meet a drawing is altered, transferred or
closed.

» It is your responsibility to arrange with the Manager a suitable alternate payment method if the drawing arrangements are

stopped either by you or the nominated financial institution.

Itis your responsibility to meet any charges resulting from the use of the credit card system. This may include fees charged by
the Manager as a result of drawings being returned unpaid.

Your Rights

>

You may request or defer or alter the drawing authority, by giving written notice to the Manager. The Manager must receive such
nofice at least 5 business days prior to the date of the next drawing.

You may cancel the credit card arrangement at any time by giving written notice to the Manager. The Manager must receive
such notice at least 5 business days prior to the date for the next drawing.

All transaction disputes, queries, and claims should be raised directly with the Manager. The Manager will provide a verbal or
written response within 20 business days from the date you notify the Manager. If the claim/dispute is successful the Manager
will reimburse you by way of electronic credit to your credit card account.
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LM Investment Management Ltd

Manager and Responsible Entity
ABN 68 077 208 461
Responsible Entity & AFSL No. 220281

AUSTRALIA HEAD OFFICE

Level4 9 Beach Rd

Surfers Paradise Qld 4217 Australia
T+617 5584 4500 Freecall 1800062 919
F+617 55924116

E mail@|-Maustralia.com

SYDNEY

LM House 333 Sussex St
Sydney NSW 2000 Australia
T +61282680100
F-+61282680199

E sydney@l Maustralia.com

HONG KONG

Suite 2506 One International Finance Centre
1 Harbour View St Central Hong Kong
T+852 2501 0262

F +852 25301076

E hongkong@LMaustralia.com

LONDON

Golden Cross House

8 Duncannon St London WC2N 4JF
T+44 207 484 5054

F +44 207 484 5100

E london@LMaustralia.com

NEW ZEALAND

Level 27 PWC Tower

188 Quay StAuckland 1010 New Zealand
T+64 93632901 Free Phone 0800 255 628
F +64 93632938

E newzealand@LMaustralia.com

www. LMaustralia.com

Adviser’s Stamp
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PERMANENT TRUSTEE AUSTRALIA LIMITED

and

LM INVESTMENT MANAGEMENT LTD

CUSTODY AGREEMENT

PERMANENT TRUSTEE AUSTRALIA LIMITED
23-25 O'Connell Street
SYDNEY NSW 2000
DX 383 SYDNEY
Tel: (02) 9321 1600

Fax: (02) 9321 1659
#140216/2
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CUSTODY AGREEMENT

THIS AGREEMENT is made the L} day of Fcbmau;j 1999

BETWEEN: PERMANENT TRUSTEE AUSTRALIA LIMITED (ACN 008 412 913) a

company duly incorporated in New South Wales having its registered office at 23-25
O'Connell Street, Sydney, in the said State, and an office at Level 8, 410 Queen St,
Brisbane, Queensland (‘Permanent’)

AND: LM INVESTMENT MANAGEMENT LTD (ACN 077 208 461) a company duly
incorporated in Queensland having its registered office at Level 4, RSL Centre, 44A
Cavill Avenue Surfers Paradise in the State of Queensland (the ‘Client’)

OPERATIVE PROVISIONS:

1 INTERPRETATION

1.1 In this agreement, unless the context otherwise requires:

‘Austraclear’ means the system operated by Austraclear Limited performing the role of central
depository for securities traded in the Australian financial market, and which provides a real-
time system for clearing and settling corporate and semi-government debt securities and
financial derivatives.

‘ASIC’ means the Australian Securities and Investments Commission or such other government
authority that performs the role undertaken by ASIC in relation to managed investment schemes
at the date of this agreement.

‘Authorised Person’ means the persons nominated by each of the Client and Permanent
respectively who are authorised to make any written communication or take action on behaif of
the Client or Permanent respectively in relation to the performance of the relevant patty under
this agreement. The Client may nominate as its Authorised Persons any officers or employees of
a Manager employed by the Client. A party may impose restrictions on the authority of any
Authorised Person by written notice to the other party. The Awuthorised Persons and any
restrictions on authority as at the date of this agreement are specified in schedule 1 and may be
varied upon written notice by the respective party to the other party.

‘Business Day’ means 2 day on which banks are open for business in Brisbane, but excludes
Saturdays, Sundays, public holidays and bank holidays.

‘CHESS’ stands for ‘Clearing House Electronic Subregister System’ and means the clearing
house established and operated by Securities Clearing House (‘SCH’) for the clearing,
settlement, transfer and registration of securities approved by SCH.

‘Custodially Held’, in relation to an asset of a Scheme held by or on behalf of Permanent under
this agreement means that Permanent or the person holding the asset on Permanent's behalf has
one or more of the following:-

() legal title to the asset;
(ii))  physical possession of the asset:

(ii1)  direct control of the asset;
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Permanent Trustee Australia Limited
Custody Agreement

(iv)  is designated as mortgagee of the asset; or

(v)  physical possession or direct control of the essential elements of title of the
asset,

where in all the circumstances this results in Permanent or the person holding the asset on
asset for the p ts eeping
the asset on P b as the
relation to the asset).

‘Instructions’ has the meaning set out in clause 5.
‘Law’ means the Corporations Law.

‘Manager’ means a person appointed by the Client to provide management services in
respect of all or part of the Portfolio.

‘Portfolio’ means property of a Scheme Custodially Held from time to time by Permanent
or a Sub-custodian pursuant to this agreement.

‘RITS’ stands for ‘Reserve Bank Information and Transfer System’ and means the real
time computerised settlement and information system established by the Reserve Bank of
, electronic trading and bidding, and cash transfers for parties with

‘SCO’ means the Client’s Senior Compliance Officer.

‘Scheme’ means those schemes listed in schedule any other scheme included by
mutual agreement in writing between Perm nent and lient,
‘Sub-custodian’ means any person engaged pur to clause 6.1 to Custodially Hold

some part or all of the Portfolio on behalf of Perm

‘SWIFT’ stands for ‘Society for Worldwide Interbank Financial Telecommunications’
al sto rk system ses a range of
ating transfers, hange, loans,

nancial institutions duty, bank account debit

duties er taxes, e ed

by, or to, any e m
Or excise go ag in r in
any such tax s, €s

‘Title Documents’ means the written evidence of titie to or interest in any of the assets
forming part of the Portfolio.
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1.2

2.1

2.2

2.3

Permanent Trustee Australia Limited
Custody Agreement

In this agreement, unless the context otherwise requires:

(2)
(b)
(c)
(d)

(e)

®
(&)

(h)

)

)

(k)

M
(m)

words importing one gender include the other genders;
the singular includes the pltural and vice versa;
a reference to a party is a reference also to that party's respective successors or assigns;

a reference to a person includes an individual, firm, company, corporation or
unincorporated body of persons, or any state or government or any agency thereof (in
each case, whether or not having separate legal personality) and reference to a company
includes a person;

a reference to an agent does not include any pricing service or supplier of pricing
information used by Permanent for valuation or pricing purposes;

headings are for convenience only and shall not affect interpretation:

mentioning anything after, include, includes or including does not limit what else may
be included;

references to sections, clauses and schedules are references to sections, clauses and
schedules of this agreement;

a reference to Permanent or the Client includes, where the context permits a reference
to their respective officers, employees and agents or any of them;

a reference to the knowledge, belief or awareness of any person in relation to a matter
means the knowledge, belief or awareness that the person would have if they had made
all reasonable enquiries of others who could reasonably be expected to have
information relevant to the matter and, where those enquiries would have prompted a
reasonable person to make further enquiries, made those further enquiries;

a reference to any legislation or to any provision of any legislation includes any
modification or re-enactment of it, any legislative provision substituted for it and all
regulations and statutory instruments issued relating to it;

references to dollar and ‘$’ refer to amounts in Australian currency; and

the schedules to this agreement form part of this agreement.

APPOINTMENT OF PERMANENT

The Client appoints Permanent to provide custodial services on the terms of this agreement,

Permanent accepts its appointment and agrees to provide custodial services to the Client on the
terms of this agreement.

Permanent acknowledges that the Client will assess Permanent's performance on a regular
basis in accordance with the methods and standards jdentified in schedule 3.

Page 3 165



3.1

32

3.3

34

35

3.6

37

Permanent Trustee Australia Limited
Custody Agreement

FUNCTION AND POWERS OF PERMANENT

Subject to the provisions of this agreement, Permanent agrees to custodially hold the Portfolio
and Title Documents as agent for the Client in relation to each Scheme.

The Client authorises Permanent to:

(@)  purchase, acquire, issue, release, sell or dispose of property to form or forming part or
all of any Portfolio on receipt of Instructions from the Client and execute all transfers,
releases, and assurances and other documents necessary for any such purpose;

(b)  receive and hold or procure the receipt and holding of any property so purchased or
acquired and any interest, dividend, rent or other income accruing in respect of it and
any document of title to it in safe custody;

(c) procure safe custody of property of the Portfolio in bearer form;

(d)  procure registration in the name of Permanent or of a Sub-custodian, as the case
requires, of property of the Portfolio in a registrable form unless it is otherwise
impractical or inconsistent with market practice or otherwise permitted with the consent
of the Client; and

()  provide the custody services and other administrative services as set out in this
agreement or as agreed from time to time between Permanent and the Client. In such
circumstances Permanent is entitled to receive additional fees as agreed between the
partics.

Permanent may establish an account in the name of the Client designating a Scheme or, if
otherwise instructed by the Client, some other name, with any bank or company approved by
the Client and operate on the account in accordance with Instructions from the Client,

Permanent may refuse to purchase, acquire, issue, release, sell, accept the deposit or transfer of
a security, document or other property, and the Client must accept a return of the document or
transfer of the security or other property at the request of Permanent. In particular, Permanent
has no obligation to accept into the Portfolio or acquire any partly paid investment unless the
Client has made arrangements satisfactory to Permanent to set aside in the name of Permanent
money or other property sufficient to provide for payment of the investment in full,

The Cli s nr onap d n unt,
the tran e of with a 0 and
number as the property so held will constitute a proper performance by Permanent of its
obligations under this agreement.

Permanent may execute or make on behalf of the Client any certificates, declarations or
affidavits which are required to receive into or transfer out of its custody any property of or for
any Portfolio.

The Client agrees that Permanent or any Sub-custodian may hold any property included in a
Portfolio on a pooled basis or in an omnibus account in accordance with any class order issued
by ASIC or any specific relief from the requirements of section 601FC(1)(i) of the Law granted
by ASIC in relation to the relevant Scheme.
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Permanent may appoint or engage at the Client’s expense accountants, auditors, barristers,
solicitors, advisers, consultants, brokers, counterparties, couriers or other persons (not being
persons appointed under clause 6.1) where it reasonably considers their appointment or
engagement necessary or desirable for the purposes of exercising its powers or performing its
duties under this agreement. Permanent is not liable for any loss, damage or expense suffered
or incurred as a result of any act of omission whatever (including a negligent act or omission)
of a person appointed or engaged under this clause 3.8.

Persons appointed or engaged in accordance with clause 3.8 or 6.1 may be related to or
associated with Permanent and may be paid and receive their normal fees or commissions,

Permanent may in the ordinary course of its business, without reference to the Client, effect
transactions in which Permanent has directly or indirectly a material interest, or a relationship
of any kind with another person, which may involve a potential conflict with Permanent's duty
to the Client, and Permanent is not liable to account to the Client for any profit, commission or
remuneration made or received in relation to those transactions or any connected transactions.
A reference in this clause 3.10 to Permanent includes a Sub-custodian, and Permanent shall in
any event act in a bona fide manner in relation to any such transaction.

Permanent and its Sub-custodians may for convenience or expedience use Austraclear, RITS,
CHESS, SWIFT and/or any other electronic funds or assets transfer system whether within
Australia or overseas.

Permanent is authorised to comply with any obligations imposed on it by law.

Permanent may do any other things which it considers necessary, desirable, incidental to or in
furtherance of the matters referred to in this clause 3 or clause 4.

Subject to this agreement, Permanent has absolute discretion as to the exercise of all powers,
authorities and discretion vested in it under this agreement.

DUTIES OF PERMANENT

The Client is responsible for taking all decisions in relation to the Portfolio and properly
communicating to Permanent Instructions in relation to the assets of the Portfolio. Subject to
this agreement, Permanent must act on the Client’s Instructions in relation to any assets of the
Portfolio. If Permanent does not have Instructions, Permanent is not required, subject to this
agreement, to make any payment or take any other action in relation to any matter concerning
any asset in a Portfolio.

Permanent must promptly forward to or notify the Client or the relevant Manager of all forms
of proxy, notices of meetings and other material letters, notices or announcements received by
Permanent relating to the assets of a Portfolio.

Permanent is not responsible for reviewing or advising the Client on the Portfolio or any part
of it nor for any action or omission pursuant to a decision taken or mistakenly not taken by the
Client.

Permanent disclaims any knowledge of the terms on which securities are issued or the
constituent documents of the issuer and the Client undertakes to investigate and satisfy itself as
to those matters and to ensure that any Instructions to Permanent are in conformity and
reasonable having regard to them,
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Permanent is not responsible for the accuracy or completeness of any information received
from third parties and passed to or assessed by the Client or a Manager.

Permanent is not obliged to institute or defend legal proceedings unless requested by the Client
and indemnified by the Client to its satisfaction.

The services of Permanent under this agreement are not exclusive. Permanent is free to
provide similar services to others, and is not obliged to disclose to the Client anything which
comes to its notice in the course of providing services to others or otherwise than in the
performance of this agreement.

Permanent is not obliged to see whether, in exercising any of its powers or performing any of
its duties under this agreement in accordance with Instructions from an Authorised Person, the
Authorised Person is acting in proper exercise or performance of his powers or duties.

To the extent required by section 601FC(1)(i) of the Law as modified by any relief granted by
ASIC, Permanent shall ensure that the assets of each Portfolio are:

(a) clearly identified as property of the respective Scheme; and

(b)  held separately from Permanent's own assets, the assets of any other Scheme or any
other assets held by Permanent in any other capacity whatsoever.

Permanent is not responsible for checking or ascertaining the value of any property or whether
the price to be paid for any property is proper or reasonable or whether any transaction which it
is instructed to effect accords with the constitution, compliance requirements, prospectus,
investment policy or limit for the time being established for or in force in relation to the
Scheme.

Permanent must notify the Client in writing immediately if Permanent becomes aware that it
no longer satisfies the requirements of ASIC Policy Statement 131 or 133.

Permanent must provide to the Client at least annually at a time as agreed between the parties
a certificate signed by two directors stating that Permanent has met the requirements of ASIC
Policy Statements 131 and 133 during that financial year and must (if the Client reasonably
requires such certificate) also provide annually at a time as agreed between the parties a
certificate signed by Permanent's external auditor confirming that, in the auditor's opinion,
Permanent continues to meet the financial requirements of ASIC Policy Statements 131 and
133.

Subject to clause 4.15, Permanent must not take a charge, mortgage, lien or other encumbrance
over, or in relation to, the assets of a Scheme other than in respect of expenses and outlays
made within the terms of this agreement.

Permanent must not exercise any right in the nature of a charge, mortgage, lien, or other
encumbrance over or in relation to assets of the Scheme in relation to unpaid custodian fees
pursuant to clause 8.1, but otherwise Permanent is entitled to exercise any rights in relation to
the assets of the Scheme available to it at law in the nature of a charge, mortgage, lien or other
encumbrance and is additionally granted by this agreement rights of lien and set off as against
the assets of a Portfolio in relation to any liability, loss, cost, claim or expense incurred or
arising on account of the Scheme in the proper performance of Permanent's powers or duties
under this agreement. In the exercise of rights pursuant to this clause Permanent may sell any
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asset from the relevant Portfolio and enforce its rights under this agreement against the
proceeds of such sale.

If Permanent receives Instructions to take a charge, mortgage, lien or other encumbrance over
or in relation to any assets in a Portfolio, Permanent need only act on those Instructions if it is
satisfied that its liability pursuant to such charge, mortgage, lien or encumbrance is limited to
the assets available to it pursuant to this agreement.

If the Client instructs Permanent to Custodially Hold any real property pursuant to this
agreement, Permanent need not agree to do so unless Permanent is satisfied that its liabilities in
relation to the holding of such real property are limited to the assets available to it pursuant to
this agreement. In this regard, Permanent may require the Client to effect and maintain
insurances identified by Permanent in Permanent’s name or to provide additional indemnities
to Permanent.

In the event that Permanent has breached a term of this agreement which entitles the Client to
exercise rights against Permanent, the existence of such rights does not entitle the Client to
prevent Permanent from relying on the provisions of this agreement to seek indemnification or
other rights in order to meet or satisfy any claim or demand made by a third party on
Permanent,

Permanent agrees to compensate a Scheme by making a payment to that Scheme in the event of
Permanent being required by law to make such payment if there is a loss to a Scheme as a
result of Permanent failing in its obligations under this agreement.

INSTRUCTIONS

Permanent is authorised to act, or to cause any other person to act, on any Instructions given to
it in accordance with this clause 5.

Permanent is authorised to act on Instructions in writing which bear or purport to bear the
signature or a facsimile of the signature of any of the Client's Authorised Persons or
Instructions provided by electronic means using security codes or procedures agreed between
Permanent and the Client.

Permanent is not liable for acting on any Instructions which appear to it to have been property
and regularly signed or given and is under no duty to inquire whether any such Instructions
have been so signed or given. However, Permanent may require written confirmation from the
Client before acting on any Instructions.

Permanent is not liable for acting on any Instructions given in accordance with this clause 5
which contain any error or ambiguity.

Nothing in this clause 5 obliges Permanent to obtain Instructions where the other provisions of
this agreement do not impose any such obligation.

Permanent may record electronically telephonic discussions relating to this agreement or any
transaction effected under it with the prior consent of the Client for each discussion intended to
be recorded.
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SUB-CUSTODIANS

Permanent may, where it considers their appointment necessary or desirable for the purpose of
exercising its powers or performing its duties under this agreement, appoint Sub-custodians
(including any person related to or associated with Permanent) to perform any of its duties
under this agreement with any or all of its powers under this agreement, including this power
of delegation, and any delegate appointed by the exercise of such power shall be included in
the term Sub-custodian. Any appointment of a Sub-custodian by Permanent is not an
assignment of Permanents rights or obligations under this agreement.

Permanent must supply to the Client on request a description of property included in the
Portfolio which is held by or registered in the name of a Sub-custodian, together with the name
and address of the Sub-custodian.

Permanent shall be responsible for the actions and omissions of its Sub-custodian appointed by
Permanent pursuant to clause 6.1.

BOOKS, RECORDS AND STATEMENTS
Permanent must:

(a)  properly maintain adequate books and records, accounts of all receipts, disbursements
and other transactions relating to the Portfolio in accordance with generally accepted
accounting principles to the extent such principles are relevant;

(b)  provide the Client with the reports and statements relating to the Portfolio described in
schedule 4 at the intervals mentioned in schedule 4; and

(c)  provide any auditor of the Client with any reasonably available information in
Permanent's possession about the Portfolio which the auditor requires to enable it to
perform any audit or investigation involving the Portfolio,

FEES AND EXPENSES

The Client agrees to pay to Permanent during the continuance of this agreement fees in the
amounts described and at the time set out in schedule 5.

Permanent is entitled to recover from the Client the amount of all Taxes and bank charges, and
all other liabilities, costs, charges and expenses which it suffers or incurs (including fees and
other amounts payable to Sub-custodians) in connection with the performance of its duties and
the exercise of its powers under this agreement including, without limitation, settlement,
delivery, registration and transaction charges and foreign currency costs and charges including
any reasonable expenses incurred as a result of the Client requesting a certificate pursuant to
clause 4.1.

The Client agrees that Permanent may deduct from any part of a Portfolio any amount payable
to Permanent under this clause 8 or any other provision of this agreement and with the consent
of the Client, the amounts payable under clause 8.1. The Client authorises Permanent in the
name of the Client or Permanent to do any thing (including, but not limited to, executing any
document) that is required for that purpose. Permanent agrees to record any such deduction in
the records maintained under clause 8.
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All monies owing to Permanent including fees under this agreement accrues from day-to-day.

INDEMNITIES AND LIMITATIONS OF LIABILITY

Without limiting any other indemnity or limitation of liability in this agreement, and without
prejudice to any indemnity allowed by law, but subject to this agreement and to any law to the
contrary, and to the maximum extent permitted by law, it is agreed and declared that:

(2)

(b)

(©)

(d)

(e)

the Client indemnifies Permanent against any liability, demand, loss, costs, Taxes
charges and expenses which may be incurred by Permanent in connection with:

)] this agreement and the acts and omissions of Permanent in performing services
pursuant to this agreement, except those atiributable to the negligence or fraud
of Permanent.

(i)  all actions, suits, claims and demands which may be brought or threatened
against or suffer or sustained by Permanent by reason of Permanent complying
with any Instruction by an Authorised Person; and

(iif) neglect or fraud on the part of the Client, any Manager or any of their
employees, servants or agents.

Permanent does not incur any liability in respect of any thing done or not done in
reliance on any Instruction, notice, resolution, direction, consent, certificate, receipt,
affidavit, statement, holding out, certificate for stock, shares or other security, plan or
reorganisation, or other document or information which Permanent reasonably believed
to be genuine or to have been passed, signed or endorsed by the proper parties, where
liability but for this provision would attach because that document or matter was not in
fact genuine or so passed, signed or endorsed.

Permanent does not incur any liability in respect of any failure to do any thing which,
because of any present or future law or of any order or judgement of any court, it is
hindered, prevented or forbidden from doing,

Permanent will not be responsible or have any liability for any obligations imposed on
the Client, a Scheme or Permanent as custodian of the Portfolio or any transaction
under this agreement by the tax law of Australia or any State or Territory of Australia.
Permanent will be kept indemnified by and be without liability to the Client for any
such obligations including Taxes (but excluding any income taxes assessable in respect
of compensation paid to Permanent pursuant to this agreement), withholding,
certification and reporting requirements, claims for exemption or refund, additions for
late payment, interest, penalties and other expenses (including legal expenses) that may
be assessed against the Client, a Scheme or Permanent as custodian of the Portfolio
except those attributable to the negligence or fraud of Permanent.

Permanent may act on the opinion or advice of, statements of or information obtained
from barristers, solicitors, bankers, accountants, brokers or other persons believed by it
in good faith and on reasonable grounds to be expert in relation to the matters on which
they are consulted (whether they are instructed by the Client, Permanent or a third
party), and Permanent is not liable for anything done or not done by it in good faith in
reliance on that opinion, advice, statements or information.
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where Permanent relies in good faith on any opinion, advice, statements or information
from any barrister, solicitor or other expert it is not responsible for any misconduct,
mistake, oversight, error of judgement, forgetfulness or want of prudence on the part of
any such barrister, solicitor or other expert;

in the event of the liquidation, dissolution or bankruptcy of any person, or if for any
other reason it becomes impossible or impracticable to carry out the provisions of this
agreement in respect of that person or otherwise, Permanent is not liable for anything
done or not done by Permanent, where Permanent has acted in good faith;

Permanent is entitled to rely on statements or information from the Client or Manager
as to the validity of any signature on any transfer, form of application, request or other
document which Permanent reasonably believed to be genuine;

Permanent is not responsible for the loss of any property during transmission between
the Client or a Manager and Permanent or Permanent and a third party or fraud on the
Client by a third party, nor for the corruption or loss of any data that is transmitted
electronically or to which access is given by Permanent to the Client or a Manager or
vice versa;

Permanent is not liable for any act or omission that is believed by Permanent to be in
accordance with local market practice;

Permanent is not liable for the failure of any person to carry out any agreement or
obligation on that person’s part;

Notwithstanding any other provision of this agreement, Permanent’s liability is limited
to the property for the time being comprised in the Portfolio except for a liability
arising as a result of Permanent’s own negligence or fraud; and

Permanent, is not liable for any loss, damage or expense suffered or incurred as a result
of any delay in executing an Instruction where the delay has occurred as a result of
Permanent waiting for the receipt of the written confirmation from the Client pursuant
to clause 5.3.

Permanent is not responsible for insuring the Portfolio or any part of it

WARRANTIES AND UNDERTAKINGS BY CLIENT

The Client represents and warrants to Permanent that:

(3)

(b)

(c)

it has the power to enter into and perform this agreement and has obtained all necessary
consents to enable it to do so;

the entry into and performance of this agreement by the Client does not constitute a
breach of any obligation (including, but not limited to, any statutory, contractual or
fiduciary obligation) or default under any agreement or undertaking by which the Client
is bound;

property transferred or delivered by the Client to Permanent from time to time to form
part of a Portfolio will be the property of a Scheme the subject of this agreement and,
unless the consent of Permanent is obtained prior to the transfer, free from any
mortgage, charge, lien, pledge, encumbrance or other security interest;
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the Client will, at all times during the term of this agreement, hold any licences or
approvals required to be held by it under any law governing its activities relating to this
agreement and comply with all conditions of any such licence or approval,

it is the only responsible entity for each Scheme and no action has been taken or is
proposed to remove it as responsible entity of any Scheme;

the copy of each Scheme constitution provided by the Client to Permanent discloses all
the terms of each Scheme and it is not in default under the terms of any Scheme
constitution or the Law in relation to any Scheme; and

it has a right to be fully indemnified out of the relevant Scheme’s assets in respect of all
obligations and liabilities which it incurs under this agreement.

The Client undertakes:

(a)

(b)

(c)

(d)

()

to notify Permanent promptly if the Client appoints or terminates the appointment of a
Manager;

to provide Permanent on request with any documents, information or Instructions
reasonably required by Permanent to enable it to perform obligations imposed on
Permanent under this agreement or by law;

to perform its obligations pursuant to this agreement as soon as reasonably practicable
and in accordance with the requirements of any relevant Scheme's constitution and the
Law;

to give Permanent notice of any communication from any person including ASIC
forthwith upon receipt which relates to the possibility or likelihood of the Client being
suspended or removed in relation to a Scheme or that affects or might affect Permanent
or any of its Sub-custodians in relation to the performance of their obligations or
exercise of their powers under this agreement or otherwise;

to give Permanent prompt notice of any alteration to a Scheme's constitution.

The Client undertakes on request to provide and certify to Permanent any information in
relation to the Client's status or assessibility for taxation purposes in any country which is
relevant to the performance of this agreement.

The Client acknowledges that it enters into this agreement both in its individual capacity and in
its capacity as responsible entity for each Scheme and all agreements, warranties and
obligations of the Client in this agreement bind the Client in both capacities.

The Client agrees to inform Permanent promptly if:

(2)
(b)
©
(d)

the terms of a Scheme are varied;
there is any change of responsible entity of a Scheme;
there is any change of status for taxation purposes of a Scheme; or

when a Scheme is terminated.
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TERMINATION OF AGREEMENT

Subject to clauses 11.2, 11.3 and 11.4, this agreement shall continue for the minimum term
specified in schedule 6 and after the expiry of the minimum term shall continue on the same
terms unless terminated by either party upon giving to the other party notice for no less than the
notice period specified in schedule 6.

A party may terminate this agreement by notice to the other party: -

(a)

(®)

©

if a receiver or a receiver and manager of the undertaking (or any part) of the other
party is appointed either in relation to the capacity in which it acts pursuant to this
agreement or where such receiver or receiver and manager is reasonably likely to affect
materially such other party's performance pursuant to this agreement, or

if the other party:-

®

(ii)

(iii)

(iv)

v)

goes into liquidation (other than for the purposes of a reconstruction or
amalgamation on terms previously approved in writing by the other party) either
in relation to the capacity in which it acts pursuant to this agreement or where
such liquidation is reasonably likely to affect such other party's performance
pursuant to this agreement;

is subject to a scheme of co promise or arrangement with its creditors or has an
administrator appointed to its affairs either in relation to the capacity in which it
acts pursuant to this agreement or where such scheme or administration is
reasonably likely to affect such other party's performance pursuant to this
agreement;

ceases to carry on business in relation to its activities ag responsible entity in
relation to a Scheme in the case of the Client (in which case Permanent may
terminate this agrecment in relation to a Scheme) or as a provider of custodial
services in the case of Permanent;

breaches any provision of this agreement in a material respect or fails to observe
or perform any representation, warranty, indemnity or undertaking pursuant to
this agreement in a material respect PROVIDED THAT if the breach or failure
is capable of remedy in the reasonable opinion of the party not in default, this
agreement may not be terminated unless the party in default is given a period of
no less than 14 days within which to remedy the breach or failure and if not
remedied within such period the party not in default may terminate this
agreement;

sells or transfers or makes any agreement for the sale or transfer of its principal
bus ness and undertaking, or of a beneficial interest therein, other than to g
related body corporate for the purposes of a corporate reconstruction upon at
least 7 days' notice to the other party; or

by Permanent if ASIC or a Court having jurisdiction makes a written order vesting any
property of the Client in relation to any Scheme in ASIC or some other body other than
the Client,

11.3  The termination of this agreement does not affect any claim which either party may have
against the other.
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If after two (2) years from the date of execution of this agreement, the Law and/or ASIC Policy
Statements are such that the Client is no longer required to engage the services of a custodian
for the Schemes, then the Client may terminate this agreement on not less than three 3)
months notice in writing to Permanent.

Subject to this agreement, on termination of this agreement Permanent must, at the expense of
the Client, promptly transfer, or cause any Sub-custodian to transfer, the assets of the Portfolio,
to or according to the Instructions of the Client (subject to any contrary direction given to
Permanent which has the lawful effect of overriding this provision), and the Client agrees
promptly to accept the transfer or give the necessary Instructions for the transfer of those
assets. Permanent must also, at the expense of the Client, promptly deliver or cause any Sub-
custodian to deliver, any documents evidencing title to those assets which it is holding, to or
according to the Instructions of the Client. Notwithstanding the provisions of this clause,
Permanent may retain any assets which it is lawfully permitted to retain in the exercise of its
rights under this agreement.

Upon termination of this agreement pursuant to clause 11.2(c), Permanent shall act upon the
instructions of ASIC or an entity properly appointed in relation to a Scheme to the exclusion of
the rights of the Client and shall deal with the Portfolio and all books, records, or other
material held by it in relation thereto in accordance with the instructions of ASIC or such other
entity to the exclusion of any orders, requests or directions from the Client.

Notwithstanding any other provision of this agreement, if ASIC or a Court having jurisdiction
has made a written order vesting the property of the Client in relation to a Scheme in another
person, Permanent may, upon the receipt of notice of such vesting order, disregard any future
Instructions of the Client in relation to a Scheme and any existing Instructions of the Client in
relation to a Scheme which have not been fully performed and take instructions in relation to
any matter affecting a Scheme from ASIC or such other person.

COSTS AND STAMP DUTY
e
X i

ent.

The Client agrees to bear any stamp duty payable or assessed in connection with this agreement
and the transfer of any property to Permanent to form part of the Portfolio. The Client must
indemnify Permanent on demand against any liability for that stamp duty (including fines and
penalties).

NOTICES
Any notice under this agreement shall be in writing and:-

()  may be sent to the address, or facsimile number set out in schedule 7 or to any other
address or facsimile number that either party may specify in writing to the other;

(b) s taken to have been given or made:-

(1) (in the case of delivery in person) when delivered to the address set out in
schedule 7;

(i)  (in the case of delivery by post) on the second Business Day after posting; or
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(iii)  (in the case of delivery by facsimile) on production of a transmission report by
the machine from which the facsimile was sent which indicates that the
facsimile was sent in its entirety to the correct number,

but if the notice is taken to have been given or made on a day which is not a Business
Day or is later than 5.00pm (local time) it will be taken to have been duly given at the
commencement of the next Business Day.

EXERCISE OF RIGHTS

A party may exercise a right, power or remedy at its discretion, and separately or concurrently
with another right, power or remedy. A single or partial exercise of a right, power or remedy
by a party does not prevent a further exercise of that or of any other right, power or remedy.
Failure by a party to exercise or delay in exercising a right, power or remedy does not prevent
its exercise.

NO WAIVER

No failure to exercise or any delay in exercising any right, power or remedy under this
agreement operates as a waiver. No single or partial exercise of any right, power or remedy
precludes any other or further exercise of that right or any other right, power or remedy.

SURVIVAL OF INDEMNITIES

Each indemnity in this agreement is a continuing obligation, separate and independent from the
other obligations of the parties and survives termination of this agreement.

ENFORCEMENT OF INDEMNITIES

It is not necessary for a party to incur expense or make payment before enforcing a right of
indemnity conferred by this agreement.

ASSIGNMENT

A party may not assign any of its rights or obligations under this agreement without the prior
written consent of the other party.

CONFIDENTIALITY

All information exchanged between the parties under this agreement or during the negotiations
preceding this agreement is confidential to the party supplying the information and may not be
disclosed to any person except:-

(a)  to employees, legal advisers, auditors and other consultants of either party or its related
bodies corporate requiring the information for the purposes of this agreement;

(b)  with the consent of the party who supplied the information;

()  if the information is, at the date this agreement is entered into, lawfully in the
possession of the recipient of the information through sources other than the party who
supplied the information,

(d)  if required for the purposes of implementing transaction, dealing or matter pursuant to
this agreement or by law or a stock exchange;
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(e) if required in connection with legal proceedings relating to this agreement; or

H if the information is generally and publicly available other than as a result of breach of
confidence by the person receiving the information.

A party disclosing information under clause 19.1(2) or clause 19.1(b) must use all reasonable
endeavours to ensure that persons receiving confidential information from it do not disclose the
information except in the circumstances permitted in clause 19.1.

FURTHER ASSURANCES

Each party agrees on the request of the other party to do everything reasonably necessary to
give effect to this agreement and the transactions contemplated by it (including the execution of
documents) and to use all reasonable endeavours to cause relevant third parties to do likewise.

FORCE MAJEURE

Where a party is unable, wholly or in part, because of any thing which is not reasonably within
its control other than lack of funds (‘force majeure’) to carry out any obligation under this
agreement, and it:

(@ gives the other party prompt notice of that force majeure with reasonably full
particulars and, in so far as known, the probable extent to which it will be unable to
perform or be delayed in performing that obligation; and

(b)  uses all reasonable endeavours to remove that force majeure as quickly as possible,

that obligation is suspended so far as it is affected by the continuance of that force majeure.
Any obligation to pay money is not excused by force majeure, save for any obligation of
Permanent to pay money where Permanent is entitled to an indemnity from the Client under
this agreement in relation to the Portfolio and there is insufficient money in the relevant
Portfolio to pay such money.

ENTIRE AGREEMENT

This agrecment contains the entire agreement between the parties with respect to its subject
matter. It sets out the only conduct relied on by the parties and supersedes all earlier conduct
by them or prior agreement between them with respect to its subject matter.

AMENDMENT
This agreement may be amended only by another document signed by both the parties.
DISPUTES OR CONFLICTING CLAIMS

Where there is a dispute between Permanent and the Client in relation to any matter under this
agreement, then any party may refer the matter for decision to an independent expert agreed to
by the parties, and failing agreement, an independent expert nominated by the President of the
Queensland Law Society. The costs incurred in the determination of the matter by the expert
(including the costs of the appointment of the expert) shall be borne by the party or parties as
determined by the expert. The decision of the expert shall be final and binding on the parties.

Page 15 177



Permanent Trustee Australia Limited
Custody Agreement

24.2

25.

26.

27.

If any dispute or conflicting claim is made by any person or persons with respect of any asset
Custodially Held, Permanent shall be entitled to refuse to act in respect of that asset until
either:

(a)  such dispute or conflicting claim has been finally determined by a court of competent
jurisdiction or settled by agreement between conflicting parties, and Permanent has
received written evidence satisfactory to it of such determination or agreement; or

(b)  Permanent has received an indemnity, reasonably satisfactory to it, to hold it harmless
from and against any and all loss, liability and expense which Permanent may incur as a
result of its actions.

SEVERABILITY

Each part of this agreement is severable from the balance of this agreement. If any part of this
agreement is illegal, void, invalid or unenforceable, then that will not affect the legality,
effectiveness, validity or enforceability of the balance of this agreement.

GOVERNING LAW AND JURISDICTION

This agreement is governed by the laws of Queensland. The parties submit irrevocably and
unconditionally to the non-exclusive jurisdiction of the courts of Queensland and courts of
appeal from them in relation to any matter or dispute conceming this agreement or the
transactions contemplated by this agreement.

COUNTERPARTS

This agreement may be executed in any number of counterparts. All counterparts taken
together will be taken to constitute one agreement.
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EXECUTED as an agreement.

THE COMMUON SEAL of
PERMANENT TRUSTEE AUSTRALIA
LIMITED ACN 008 412 913

is affixed in accordance with

its articles of association in the presence of:

Seal

QY 7

A A Dvrector
Havason povia Davis

THE COMMON SEAL of

LM INVESTMENT MANAGEMENT
LTD ACN 077 208 461

is affixed in accordance with

its constitution in the presence of*

recrer

Page 17 179



Permanent Trustee Australia Limited
Custody Agreement

SCHEDULE 1
Authorised Persons
(Clause 1.1)
Client
The Client's Authorised Persons are each of the group “A” signatories and the group “B” signatories
appearing on the attached authorised signatories list dated 18 January 1999 and marked “AA” or such
later corresponding lists as may be forwarded by the Client to Permanent from time to time,

The Client will clearly identify instructions to Permanent as either Level 1 or Level 2 instructions.

Level 1 - any “A” signatory together with any “B” signatory are authorised to give Level 1
instructions.

Level 2 - any “B” signatory together with any other “B” signatory are authorised to give Level 2
instructions.

Permanent

Permanent's Authorised Persons are each of the group “A” attorneys and the group “B” attorneys
appearing on the attached specimen signature list dated 23 September 1998 and marked “BB” or such
later corresponding lists as may be forwarded by Permanent to the Client from time to time.,
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PERMANENT TRUSTEE COMPANY LIMITED
A.C.N. 000 000 993
Subsidiary Companies:

Permanent Registry Limited A.C.N. 000 334 636
Permanent Custodians Limited A.C.N. 001 426 384
Permanent Depository Limited A.C.N. 003 278 831

Permanent Trustee Australia Limited A.C.N. 008 412913
Permanent Nominees (Aust.) Limited A.C.N. 000 154 441
Superannuation Nominees Pty. Limited A.C.N. 000 305 233
Permanent Property Management Limited A.C.N. 002 232 573
Permanent Trustee Company (Canberra) Limited A.C.N. 008 390 387
Rental Housing Custodians Limited A.C.N. 003 284 437

THIS LIST OF AUTHORISED SIGNATORIES

IS FOR

A)  Operation of Bank Accounts

Authority to operate on a bank account will be as specified in the Authority to Operate held
by the bank for the account.

B)  Dealings With Inscribed Stock

Any two "A" signatories jointly or any "A" signatory together with any "B" signatory are
authorised to sign documentation and give instructions.

C) Signing As An Atforney

Pursuant to Power of Attorney dated 2 June 1993 any two "A" signatories jointly or any "A

tory ¢ with any "B" sig ss rwise specified, may exercise the
rand ties given by the er to
mpany of si  tures
of nated p as d meysol
companies.

Peter Ham, Company Secretary Dated 23 September 1998

authsigs
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PERMANENT TRUSTEE COMPANY LIMITED
A-C.N. 000 000 993 .

4 &6
426 )84

1zon |
s4441

]
190 387

GROUP "A' SIGNATORIES

rence John John Michael

-

N.H GRACE ¢ . STEWART

T R. B WTLLING

SAVILLE Duncan Paul

THE SIGNATORIES SET OUT IN THIS PAGE
ARE APPLICABLE ONLY IN RESPECT °
OF THE * BANK ACCOUNTS

AUTHSIGS.DOC
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PERMANENT TRUSTEE COMPANY LIMITED

A.C.N.000 000 993

§ beldi ry Comp nles:
Raglowy Limited A.C.N. 000 134 63¢
Limissd A.CN. 001 426 384
L]
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PERMANENT TRUSTEE COMPANY LIMITED

A.C:N. 000 000 993

) 334 634
Liiad AC.N. 001 426 384
ACN.0x8 37 134
ACN. 008 412913
Neminoes (Aust) Limbted A.C.N. 000 154 441

Rendal Howslng Custodians Limliod A.CN. 003 284 437

MONAHAN Pet

MURPHY Sean

NEWBY ohn

NILON Terence

O'CONNELL John
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PERMANENT TRUSTEE COMPANY LIMITED
AJC.N. 000 600 993
ry Comp nles:
AC.N. 00D 13 434
ACN. 001 426 384
ALCN 000 278 £3)
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90 3867
Remtal Howing Curiodl  Limimd A.C.N. 0C0 284 437

GROUP "A" SIGNATORIES

IRy

RAPHAEL Stephen

H o S-R

RAVI Sai

L &
INITIALS

SCOTT Edward

SC Janine 1

TEES A §%

SCOTT Julia INITIAiS
—
SHAW Graham lan INITIALS

AUTHSIGS.pOC

Initials

SILAVECKY Stenick

kv, Shote

STEELE Anthony

EWART Rodney

SZEGHO Howard

TSOTSOS Michael

WALL John

23.9.98

INITIALS

k.

INITIALS

INITIALS

INITIALS

Ly

Initials

187



TRUSTEE COMPANY LIMITED

000 334 £36
ALCN, 803 778 131
Trustee Ausralia AC.N.008 412 913
N {AusL) ACN, 000 134 441

3
F1]
Trusses Compeny (Conberra) Lisiied A.C.N. 008 390 387
Ramal Housing Custodians Limked A.C.N. 003 234 437

GROUP "A" SIGNATORIES

e LRI W Y LR Y o a ® oo
.

WATSON Christopher Francis

"o an

Int.

WELLENS Richard INITIALS
e

S Guy INITIALS

o)

WiLLIAMS Tracy INITIALS
Phy
WONG Ivan INITIALS

...

WOOD Derek INITIALS

AUTHSICS.DOC

23.9.98

188
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+, A.C.N. 000 000 993
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SCHEDULE 2

LIST OF SCHEMES SUBJECT TO THIS AGREEMENT
(Clause 1.1)

1. LM Select Mortgage Income Fund

2. LM Mortgage Income Fund
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SCHEDULE 3

METHODS AND STANDARDS FOR ASSESSING PERMANENT’S PERFORMANCE

(Clause 2.3)

(2)

(®)

©

(d)

(e)

®

(8)

The Client will monitor the performance of Permanent and will ensure that Permanent
continues to meet its commitments for holding the Portfolio of each Scheme the subject
of this agreement. The Client will ensure that the contractual arrangements with
Permanent remain current and reflect the requirements of each Scheme and the law and
that Permanent maintains appropriate arrangements with respect to information
providers, registries, Sub Custodians and clearing systems (if relevant).

Any or all of the policies and procedures developed by the Client in the monitoring of
external service providers may be applied to the monitoring of Permanent.

While Permanent is the custodian of a Scheme, to satisfy these requirements the SCO
will meet with an Authorised Person of Permanent on a quarterly basis, In addition to
the above matters, in that meeting the SCO will review any other matters with
Permanent relating to a Scheme that has arisen in the course of the delivery of services
by Permanent.

The SCO will report any matters of concern that arise during the course of discussion
with Permanent to the Client’s compliance committee.

The Client’s compliance auditor will also have regard to the performance of Permanent
in its assessment of the performance of the Client in meeting the requirements of its
compliance plan. In particular the Client’s compliance auditor will assess whether
Permanent has appropriate compliance and control systems in place. To do so the
Client’s compliance auditor will liaise with Permanent’s auditors to determine the
status and appropriateness of Permanent’s compliance and control systems on an
ongoing basis.

The Client’s compliance auditor will assess whether Permanent has complied with its
obligations under this agreement and include the assessment in its annual report to the
Client as required by Section 601HG(3)(c) of the Law.

A copy of any report by the SOC or the Client’s compliance auditor prepared in
accordance with this schedule, will be provided to Permanent.
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SCHEDULE 4

REPORTS AND STATEMENTS
(Clause 7(b))
1. (a) Bank reconciliation as at each month end 10 days after month end

(b) List of any cheques cancelled in the month 10 days after month end
2 Listing of all assets as at each month end 10 days after month end
3. Bank reconciliation as at each Friday The following Monday morning
4, List of documents outstanding or intransit 10 days after month end
5. List of insurance policies due to expire 10 days after month end

Page 21 194



Permanent Trustee Australia Limited
Custody Agreement

SCHEDULE 5

FEES
(Clause 8.1)

A Basic custody for mortgage Schemes:
The greater of either:

(a)  $400.00 per $1 million of the gross value of the assets of each Scheme (plus GST) per
Year; or

(b)  $20,000 per Year (plus GST) for each Scheme,

payable quarterly in arrears (and pro-rated for the first quarter) from the Commencement
Date of the relevant Scheme.

PLUS

An execution fee of $20 per Document (excluding this agreement) where Permanent is requested by
the Client to execute a Document.

B Basic custody for property Schemes:
The greater of either:

(@)  $400.00 per $1 million of the gross value of the assets of each Scheme (plus GST) per
Year; or

(b)  $15,000 per Year (plus GST) for each Scheme,

payable quarterly in arrears (and pro-rated for the first quarter) from the Commencement
Date of the relevant Scheme,

PLUS

An execution fee of $20 per Document (excluding this agreement) where Permanent is requested by
the Client to execute a Document.

Where:

Commencement Date means the date that Permanent and the Client agree to include a Scheme in
Schedule 2 of this agreement;

Document includes but is not limited to a mortgage, discharge of a mortgage, variation of a mortgage,
or a contract of sale;

GST means any goods and services tax or tax on the provision of goods and services assessed or
charged or assessable or chargeable by, or payable to, any national, Federal, State, or Territory
government agency; and

Year means twelve (12) months commencing on the Commencement Date of each Scheme.
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SCHEDULE 6

MINIMUM TERM AND NOTICE PERIOD
(Clause 11.1)

The minimum term is the period five (5) years from the date of execution of this agreement.

After expiry of the minimum term, termination may occur on not less than three (3) months notice by
either party.
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SCHEDULE 7

ADDRESS AND FACSIMILE DETAILS
(Clause 14)

Permanent’s Address: Level 8, 410 Queen St, BRISBANE QLD 4000

Facsimile: (07) 3842 7159

Client’s Address: LM INVESTMENT MANAGEMENT LTD
Level 4, RSL Centre, 44A Cavill Avenue, Surfers Paradise QLD 4217

Facsimile: (07) 55 922 505

140216/v2
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14 June 1999

Our ref:tw:cor:im

Mr P. Aubort

LM Investment Management Limited
P.O. Box 485

SURFERS PARADISE. QLD. 4217

Dear Peter,

RE: CUSTODY AGREEMENT

Permanent Trusiee
Cempany Limited
ACN. 000 000 993

8th Floor
410 Queen Street
Brisbane QId. Ausiralia 4000
G.P.0. Box 667
Brisbane QId, 4001

DX 286 Brisbane

Telephone (07) 3842 7100
Fax (07) 3842 7159

As you are aware, the relationship between LM Investment Management Limited (LMIM)
and Permanent trustee Australia Limited (Permanent is governed by the Custody
Agreement (the Agreement) dated 4 February 1999, together with subsequent

amendments as agreed.

Following discussions, the parties have agreed to amend the Agreement so as to authorise:

¢ Permanent to execute periodic debit documents and forms (as requested by LMIM);

and

+ LMIM to automatically deduct or pay amounts from accounts held by Permanent

containing assets of the portfolio.

Accordingly, the Agreement requires amendments to include and reflect these changes.
The proposed amendment is attached for your review (refer Clause 3.15 of the attached

Agreement).

T
OUGH INDEPENDENCE
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SO IR b - et By

Acceptance

If all is in order, we would appreciate it if two authorised persons of LMIM would sign
this letter confirming acceptance of the above. The signing of this letter by both parties

will amend the Agreement under clause 23 of the Agreement. Please return the signed

letter and the amended Agreement to the writers as soon as possible.

Yours sigetyely,

D cw/ .

Paul Kennedy

Business Development Manager (Qld) |

ferer. Aveenr
anagement Limited

Authorised per
LM Investment

\\3\3'\\\\
Tracy Williams
Manager — Corporate Services (Qld)

W?%

Authorised person
LM Investment Management Limited

R = g
iloas Lokl lar T e M



Custody Agreement

3.8 Permanent may appoint or engage at the Client’s expense accountants, auditors, barristers,
solicitors, advisers, consultants, brokers, counterparties, couriers or other persons (not being
s....persons appointed under clause 6.1) where it reasonably considers their appointment or
engagement necessary or desirable for the purposes of exercising its powers or performing its
duties under this agreement. Permanent is not liable for any loss, damage or expense suffered
or incurred as a result of any act of omission whatever (including a negligent act or omission) of

a person appointed or engaged under this clause 3.8.

S5y

3.9  Persons appointed or engaged in accordance with clause 3.8 or 6.1 may be related to or
associated with Permanent and may be paid and receive their normal fees or commissions.

3.10 Permanent may in the ordinary course of its business, without reference to the Client, effect
transactions in which Permanent has directly or indirectly a material interest, or a relationship of
any kind with another person, which may involve a potential conflict with Permanent's duty to
the Client, and Permanent is not liable to account to the Client for any profit, commission or
remuneration made or received in relation to those transactions or any connected transactions.
A reference in this clause 3.10 to Permanent includes a Sub-custodian, and Permanent shall in

i D any event act in a bona fide manner in relation to any such transaction.

3.11 Permanent and its Sub-custodians may for convenience or expedience use Austraclear, RITS,
CHESS, SWIFT and/or any other electronic funds or assets transfer system whether within
Australia or overseas.

3.12 Permanent is authorised to comply with any obligations imposed on it by law.

3.13 Permanent may do any other things which it considers necessary, desirable, incidental to or in
furtherance of the matters referred to in this clause 3 or clause 4.

3.14 Subject to this agreement, Permanent has absolute discretion as to the exercise of all powers,
authorities and discretion vested in it under this agreement.

3.15 Permanent is authorised to execute periodic debit documents and third party bank account

access forms, principal and third party on-line operation forms and similar forms or agreements

(the “Forms”), as requested by the"Client frém time to time, which authorise and or allow the

D Client to automatically deduct or pay amounts from accounts held by Permanent containing

assets of the portfolio. Notwithstanding Clause 3.3, Permanent may allow amounts to be

deducted from accounts containing assets of the Portfolio pursuant to the Forms without

obtaining Instructions from the client. Other than where Permanent is fraudulent the Client

indemnifies Permanent for any indemnity, warranty or obligation given by or imposed on
Permanent in or pursuant to any such Form or arrangement.

4. DUTIES OF PERMANENT

4,1  The Client is responsible for taking all decisions in relation to the Portfolio and properly
communicating to Permanent Instructions in relation to the assets of the Portfolio. Subject to
this agreement, Permanent must act on the Client’s Instructions in relation to any assets of the
Portfolio. If Permanent does not have Instructions, Permanent is not required, subject to this
agreement, to make any payment or take any other action in relation to any matter concerning
any asset in a Portfolio.
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Date:

Parties:

Recitals:

A

Terms:

Amending Deed

1** day of September 2004,

PERMANENT TRUSTEE AUSTRALIA LIMITED (ACN 008 412 913) of
Level 4, 35 Clarence Street, Sydney NSW (“Permanent”) and,

LM INVESTMENT MANAGEMENT LTD (ACN 004 027 749) of Level 4, RSL
Centre, 44A Cavill Avenue, Surfers Paradise, Queensland (“Client”).

The Client and Permanent entered into a Custody Agreement dated 4 February
1999 (the “Custody Agreement”).

The Custody Agreement appointed Permanent as custodian of the Assets of those
Schemes specified in the Custody Agreement.

The Custody Agreement was amended by including additional Schemes on 20 May
1999, 24 May 2000, 18 March 2002 and 19 November 2002.

The Client wishes to appoint Permanent as custodian of an additional scheme not
included in the Custody Agreement or subsequent amendments and the Custodian
has agreed to accept the appointment in relation to the additional scheme on the
terms and conditions of the Custody Agreement

Under clause 23 of the Custody Agreement, the Client and Permanent may amend
the Custody Agreement by deed. The parties have agreed to amend the Custody
Agreement to include the additional appointment as set out herein.

In this Deed, the words and phrases shall have the same meaning as in the Custody
Agreement.

The Custody Agreement is amended by deletion of Schedule 2 and its replacement
with the Schedule 2 set out as Annexure “A”.
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3. The Custody Agreement is amended by deletion of Schedule 3 and its replacement
with the Schedule 3 set out as Annexure “B”.

4, The Custody Agreement is amended by deletion of Schedule 5 and its replacement
with the Schedule 5 set out as Annexure “C”.

5. The amendments set out in this Deed shall take effect on and from the date of this
Amending Deed.

6. Except as expressly stated in Clauses 2 , 3 and 4 of this Amending Deed, the terms
of the Custody Agreement are not amended by this Amending Deed.

Executed as a Deed on the date first stated:

EXECUTED BY LM INVESTMENT
MANAGEMENT LTD ACN 077 208 461
in accordance with section 127 (i) of the
Corporation Act by the authority of its
directors:

N N N N N N N

Signature of Secretary/Director Signature of Director

PERMANENT TRUSTEE AUSTRALIA LIMITED A.C.N. 008 412 913
by its Aft e th ono

Power of ond this
document or instrument,
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Annexure A

Schedule 2

LIST OF SCHEMES SUBJECT TO THIS AGREEMENT

1. LM Select Mortgage Income Fund

2, LM Mortgage Income Fund

3. LM Cash Performance Fund

4. LM Special Performance Fund

5. LM Wholesale Mortgage Income Fund
6. LM Property Performance Fund

7. LM Cuzrtency Protected Australian Income Fund
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ANNEXURE B

SCHEDULE 3

METHODS AND STANDARDS FOR ASSESSING PERMANENT’S PERFORMANCE

(®)

®)

©

(d)

®

®

()

The client will monitor the performance of Permanent and will ensure that
Permanent continues to meet its commitments for holding the Portfolio of each
Scheme the subject of this agreement. The Client will ensure that the contractual
arrangements with Permanent remain current and reflect the requirements of each
Scheme and the law and that -Permanent maintains appropriate arrangements with
respect to information providers, registries, Sub Custodians and clearing systems (if
relevant).

Any or all the policies and procedures developed by the Client in the monitoring of
external service providers may be applied to the monitoring of Permanent.

While Permanent is the custodian of a Scheme, to satisfy these requirements the
SCO will meet with an Authorised Person of Permanent on a yearly basis or more
frequent as required. In addition to the above matters, in that meeting the SCO will
review any other matters with Permanent relating to a Scheme that has arisen in the
course of the delivery of services by Permanent.

The SCO will report any matters of concern that arise during the course of
discussion with Permanent to the Client’s compliance committee.

The Client’s compliance auditor will also have regard to the performance of
Permanent in its assessment of the performance of the Client in meeting the
requirements of its compliance plan. In particular the Client’s compliance auditor
will assess whether Permanent has appropriate compliance and control systems in
place. To do so the Client’s compliance auditor will liaise with Permanent’s
auditors to determine the status and appropriateness of Permanent’s compliance and
control systems on an ongoing basis.

The Client’s compliance auditor will assess whether Permanent has complied with
its obligations under this agreement and include the assessment in its annual report
to the Client as required by Section 601HG(3)(c) of the law,

A copy of any report by the SOC or the Client’s compliance auditor prepared in
accordance with this schedule, will be provided to Permanent.
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Annexure “C”

Schedule 5

FEES:
(Clause 8.1)

A Basic Custody for mortgage Schemes;
The greater of either:

(@  $400.00 per $1 million of the gross value of the assets of each Scheme (plus GST) per
Year; or

(b)  $20,000 per Year (plus GST) for each Scheme,

payable quarterly in arrears (and pro-rated for the first quarter) from the Commencement Date of
the relevant Scheme.

PLUS

An execution fee of $20 per Document (excluding this agreement) where Permanent is requested
by the Client to execute a Document.

B Basic custody for property Schemes:
The greater of either:

(a)  $400.00 per $1 million of the gross value of the assets of each Scheme (plus GST) per
Year; or

(b)  $15,000 per Year (plus GST) for each Scheme.

payable quarterly in arrears (and pro-rated for the first quarter) from the Commencement Date of
the relevant Scheme.

PLUS

An execution fee of $20 per Document (excluding this agreement) where Permanent is requested
by the Client to execute a Document.

C Basic Custody for the LM Cash Performance Fund (LMCPF Scheme):
The greater of either:

(a  $300.00 per $1 million of the gross value of the assets of the LMCPF Scheme (plus GST)
per year up to and including $500 million; plus $200.00 per $1 million of the gross value of
the assets of the LMCPF Scheme (plus GST) per Year for the amounts over $500 million;
or
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(b)  $15,000 per Year (plus GST),

payable quarterly in arrears (and pro rated for the first quarter) from the Commencement Date of
the LMCPF Scheme.

D Basic Custody for the LM Special Participation Fund
()  $10,000.00 per Year (plus GST),

payable quarterly in arrears (and pro-rated for the first quarter) from the Commencement Date of
the Scheme.

E Basic Custody for the LM Wholesale Mortgage Income Fund:

The greater of either:

(a) $400.00 per one million gross value of the assets of each Scheme (plus GST) per Year; or
(®)  $10,000 per year (plus GST) for each Scheme,

payable quarterly in arrears (and pro-rated to the first quarter) from the Commencement Date of
the Relevant Scheme.

F Basic Custody for the LM Currency Protected Australian Income Fund:

The greater of either:

(a) $400.00 per one million gross value of the assets of each Scheme (plus GST) per Year; or
(b)  $20,000 per year (plus GST) for each Scheme,

payable quarterly in arrears (and pro-rated to the first quarter) from the Commencement Date of
the Relevant Scheme.

In making the calculation of 4 bps, the Total Assets of the Fund is to exclude funds invested in the
LM Mortgage Income Fund, so as to avoid “double-counting” (as the Fund will only invest in the LM
Motztgage Income Fund and cash). As such, the minimal annual fee of $20,000 is likely to always

apply.
Where:

Commencement Date means the date that Permanent and the Client agree to include a Scheme in
Schedule 2 of this agreement;

Document includes but is not limited to a mortgage, variation of a mortgage or a contract of sale;
GST means any goods and services tax or tax on the provision of goods and services assessed or
charged or assessable or chargeable by, or payable to, any National, Federal, State , or Territory

government agency; and

Year means twelve (12) months commencing on the Commencement date of each Scheme.

206




